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"Becoming a multi-unit franchisee: meeting the challenge": The industry journal Franchise
Magazine recently dealt with the multi-unit franchising model in its advice column1. This
indicates both the topicality of multi-unit franchising as a development strategy and its
potential benefits to franchise systems.
Franchisors and experts acknowledge that franchise systems can drive numerous benefits
from giving their franchisees the opportunity of opening several units: a faster growth, a
higher performance, a higher level of geographic dispersion of units and a means to secure
franchisee loyalty.
Franchising research, however, has not focused on the multi-unit franchising phenomenon
until recently. The lack of interest might stem from the challenge this development strategy
poses to many of the traditional theoretical explanations of franchising. Most of the studies
thus continue to see franchisees as small-scale entities with limited power against an allpowerful franchisor (Blair & Lafontaine, 2005). At the same time, however, an increasing
number of networks turn to multi-unit franchising in order to expand.
Thus, multi-unit franchising requires examination. If it brought advantages only, by now, all
the franchisors would be organized into multi-unit franchising. Yet, while most franchisors
practice multi-unit franchising, very few show more than 25% of their franchisees operating
at least two units.
Multi-unit franchising also calls into question the franchisors' motives and, more broadly,
their decision-making process when growing through this option. As a matter of fact and this
is one of the major findings from this research, multi-unit franchising may “happen” early in
the life cycle of a franchise system. It is no longer a matter of a circumstances or a strategy on
which franchise systems would rely after a first stage of development through single-unit
franchising and can be considered as a strategic option to develop rapidly.
Given these issues, the aim of this research is to understand the reasons and consequences for
a franchising network of turning to the multi-unit franchising option in order to expand. Our
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Anne Le Mouëllic, Devenir multi-franchisé : un pari à relever, Franchise Magazine, OctobreNovembre 2011, N° 226, pp. 116-118.

4

goal is both to understand the phenomenon and to offer franchisors advice so as to improve
their practices.
As franchise networks seek performance, it is first necessary to question why they decide to
turn to multi-unit franchising to expand. Beyond the intuitions put forward by the franchisors
we met, does multi-unit franchising really enable a network to grow faster, to improve the
coverage of its sale territory, and to increase its economic performance? Does multi-unit
franchising enable franchisors to save on monitoring costs, to operate a more uniform
network? Does it facilitate systemwide adaptation? And can those different objectives be
reached simultaneously and in a coherent way? Finally, is there an optimum level of multiunit franchising?
Second, beyond the advantages the multi-unit franchising option brings, which factors can
promote its development? Traditional theories – resource scarcity theory, transaction costs
theory, and agency theory – provide a relevant framework for the analysis of its development.
They are here mobilized to help establish an integrating model for the study of multi-unit
franchising, tested with franchisors and their franchisees.
Multi-unit franchising development also brings to light a number of management-related
issues. Franchisees’ objectives and expectations may vary depending on whether they manage
one or several units. The issue, then, is whether there are behavior and performance
differences according to the profile of the franchisees (Table 0.1). One can then ask whether
multi-unit franchisees are more loyal to their network(s) or, because they are expecting a
faster return on investment, whether they are more likely to turn to a competitor brand. Does
their economic weight within the network promote opportunistic behaviors? Answers to these
questions should bring increased understanding of the multi-unit franchising phenomenon as a
whole.
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Table 0.1 – Single, multi and pluri-franchisee: definitions
Number of units
owned by the
franchisee

Number of brands

Number of
franchisors

1
(single)

1
(single)

1
(single)

!2
(multi)

1
(single)

1
(single)

!2
(multi)

!2
(multi)

1
(single)

!2
(multi)

!2
(multi)

!2
(multi)

Type
single unit
single brand
single franchisor
single-unit franchisee
(single single single)
multi units
single brand
single franchisor
Multi-unit franchisee
(multi single single)
multi units
multi brands
single franchisor
pluri-unit franchisee single
franchisor
(multi multi single)
multi units
multi brands
multi franchisors
pluri-unit franchisee multi
franchisors
(multi multi multi)

Answers to the questions posed for this study of multi-unit franchising are based on the
analysis of the data collected in the course of four successive research stages detailed in Table
0.2.
Table 0.2 – Data collection
Sample

Data collection support
FFF yearly survey
Franchisor research questionnaire
(appendice 1)

Panorama of
MUF in France

357 franchise systems
(single-brand)

Qualitative
study

12 franchisors using MUF
6 multi-unit franchisees

Interview guide with franchisors
Interview guide with franchisees

188 franchise systems
(single brand)

Franchisor research questionnaire
(appendice 1)

497 franchisees
(including 132 multi-unit
franchisees)

Franchisee research questionnaire
(appendice 3)

Quantitative
study of
franchisors
Quantitative
study of
franchisees
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The qualitative survey conducted among 18 franchisors and franchisees, has brought to light
the motives that underlie the choice of the multi-unit franchising option in a network. The
survey also revealed a great diversity of practices. The quantitative survey among franchisors
enabled us to draw a complete overview of multi-unit franchising in France and to test a
decision-making model that makes a distinction between the determinants and the effects of
multi-unit franchising within franchise networks. Consequences are measured in terms of
qualitative and economic performance. Finally, the quantitative survey among franchisees
helped to assess the fit between franchisors' perceptions and franchisees' experience.
The research report is structured into seven distinct chapters (Figure 0.1). The first two
chapters cover the conceptual framework for the research and the data collection
methodology. Chapters 3 and 4 relate to the overview of multi-unit franchising in France and
the analysis of the competitive advantages a network gains by choosing multi-unit franchising
as a development strategy. Chapter 5 deals with the analysis of the forces at work in the
decision to develop into multi-unit franchising. Chapter 6 analyses the profiles of single-unit
franchisees vs. multi-unit franchisees according to their entrepreneurial orientation. Finally,
Chapter 7 presents a summary of the key findings and provides franchisors with a set of
recommendations that might help them in the development and management of their business.
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Figure 0.1 – Research report structure

Chapter 1
Research framework

Chapter 2
Research methodology

Chapter 3
Overview of multi-unit franchising
and of franchisors’ motives

Chapter 4
Competitive advantages and
performance of multi-unit franchising

Chapter 5
Determinants of
multi-unit franchising

Chapter 6
Entrepreneurial orientation of multiunit vs sigle-unit franchisees

Chapter 7
Summary of findings
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As mentioned above, it is only relatively recently that franchising research has started to show
any interest in franchise expansion via the multi-unit option. For a long time, empirical
research has dealt in anecdotal fashion with multi-unit franchising, as with the related
phenomenon of chains within chains.
The development of multi-unit franchising, in fact, calls into question the traditional
theoretical frameworks – resource scarcity theory and agency theory – that have been widely
used in the literature relating to franchise development. This could help explain why very few
authors chose to study the phenomenon. For the last 15 years or so, multi-unit franchising
research has rarely sought to understand its development. Rather, it has been about examining
its contribution to growth and network control, which has limited the scope of its findings. A
few authors have attempted to study the topic from the perspective of its determinants
(Hussain and Windsperger, 2010; Vazquez, 2008; Garg and Rasheed, 2006); most, however,
have merely developed conceptual or descriptive approaches the empirical validity of which
has not been demonstrated yet.
Based on a discussion of the contributions and limitations on existing research (Section 1),
this chapter shows that the study of multi-unit franchising (involving both its determinants
and effects) provides an opportunity for revisiting the traditional theoretical frameworks in
order to put forward an integrative view. In so doing, we follow Combs et al. (2004) who
argue that one should favor theoretical diversity when examining why a company should
choose (multi-unit) franchising in order to expand and how (multi-unit) franchising may
affect a network's organizational performance.

9

Our aim is to increase the understanding of what has now become a major reality in French
networks2 and to show that a network's decision to choose the multi-unit option to develop is
a strategic choice with considerable consequences in terms of performance. The purpose of
the conceptual framework we offer is thus to define an analytic model that can explore both
the determinants and the consequences of the multi-unit franchising choice. It is built on the
juxtaposition of three theoretical frameworks: resource theory, agency theory, and transaction
costs theory. It promotes a dual franchisor-franchisee perspective (Section 2).
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The first empirical research on multi-unit franchising was published in the 1990s. These
studies focused mainly on the link between multi-unit franchising and network growth
rate.
Kaufmann and Kim's (1995) study of 169 American systems in various sectors has shown the
existence of a positive link between the number of multi-unit franchisees in a network and the
growth rate of that network (in terms of number of franchised units). Multi-unit franchising,
however, is not examined from the perspective of a development strategy, and the authors
speculate on the direction of the link they observe. Does it result from the fact that the
franchisor grows on a buoyant market and then attracts ambitious franchisees who demand to
be able to open several units quickly, or is it because the network promotes multi-unit
franchising that it develops more rapidly? The study provides no answer to this question, but
it suggests that contextual uncertainty may play a role in the development of a network via
multi-unit franchising.
Kaufmann and Dant (1996) dealt with the issue from a more deterministic perspective. While
investigating the development strategy of 152 franchisors in the fast food sector in the United
States, they first noted that multi-unit franchising was the rule rather than the exception: 88%
of the networks they examined had franchisees operating several outlets.

2

Cf. Chapter 3: Overview of multi-unit franchising in France and franchisors' motives
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Like Kaufmann and Kim (1995), they found that the more multi-unit franchisees a network
possesses, the higher the franchising growth rate of that network is. They explained this
finding through the economies of scale that multi-unit franchising brings in terms of
franchisee recruiting and training costs. Supporting this argument, the FFF study of French
networks conducted in 1999 by Allam and Le Gall showed that the average period a
franchisee needed to perform well in a new outlet is reduced by half if the franchisee already
operates in the network (3.6 months instead of 8.8 months).
The link between multi-unit franchising and network growth has also indirectly being
dealt with in studies of the survival of franchised systems.
In a study of the two- and three-year survival period of more than 50,000 new restaurants in
the United States, Bates (1998) observed that a new franchised outlet has a much greater
chance of survival than that of an independent one. He noted, however, that not all franchisees
were equal in this respect. After specifying that nearly 85% of the new franchise units whose
survival rate he traced were in fact units that belonged to mini-chains, Bates suggested that
operating several units in the same network strengthened the success likelihood of a
franchisee's additional unit.
Holmberg and Boe Morgan (2003) investigated the survival of American networks in the
period 1994-1997. They stressed that the survival rate of a franchisee may very well be
influenced by the number of units owned. The data they used did not permit the distinction
between single- and multi-unit franchisees, but they did list the benefits of multi-unit
franchising: a higher growth rate, easier access to capital, more experimented actors, more
frequent and effective controls of the units, and specific franchisor-franchisee skills that
reinforce each other.
Kalnin and Mayer (2004) have argued that a new unit within a network will benefit from both
the experience and the know-how skills accumulated by the franchisor and possibly the
franchisee, particularly when the latter manages several units. In their study of 2,474 pizzerias
in the State of Texas, 1,670 of which were part of a mini-chain, they observed that the minichain units generally benefited more from the experience that the network head had
accumulated locally than the isolated units. The franchisors’ "local experience" is defined as
the latter’s ability to filter their franchisees’ innovations, codify them, and then disseminate
11

them among the other units in the system. The higher the level of local experience franchisors
possess, the lesser the risk of failure of the franchised units, and even more so if those units
are part of a mini-chain.
From the early 2000s, research studies have left the domain of the study of the link between
multi-unit franchising and network growth or survival rateand turned to the study of unit
allocation strategies.
Kalnin and Lafontaine (2004) examined how franchisors allocate a new unit on a given
territory. Their study of seven fast food chains in Texas showed that networks usually favor
proximity mapping, which promotes the development of franchisee clusters. By allowing a
franchisee to position his different units on the same territory, franchisors reduce their control
costs as well as the risk of competition and conflict between their franchisees3.
Cox and Mason (2009) dealt with the territorial allocation of units by franchisors in the
context of the restructuring of a sales territory. Their analysis of practices in 40 British
networks showed that franchisors turn to the multi-unit franchising option, particularly when
they wish to restructure their sales territories in the middle of a contract with a franchisee. The
franchisee is then offered the opportunity of opening a new unit, provided he accepts the
change in his territorial exclusivity.
Beyond the issue of unit allocation and territorial coverage, these studies have revealed that
granting (or not) a new unit to a franchisee may serve as an internal management tool within
the network. This is what Bercovitz (2003) showed in her study of the UFOC documentation
for 96 U.S. franchises. She notes that the more a network makes use of multi-unit franchising,
that is, the more it contains units that are part of a mini-chain, the lower the litigation and
termination rates. Her explanation was that franchisees’ behaviors are more likely to be in line
with the franchisor’s expectations when franchisees expect to be granted the right to open an
additional outlet. Multi-unit franchising thus acts as a kind of clear signal towards the existing
franchisees. Bercovitz (2003) emphasized, however, that this incentive is reduced when there
is no transparency in the allocation strategy of additional outlets.

3

We will see later that most French networks favor the same type of approach and allow their multiunit franchisees to operate geographically close outlets.
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Several of the previously mentioned studies (Kaufmann and Kim, 1995; Kaufmann and Dant,
1996) made a distinction between different strategies or agreement to develop through multiunit franchising: sequential or incremental strategy; area development agreement (ADA);
master franchising agreement.
In the case of sequential franchising, the franchisee is allowed to open several units
successively. This possibility is offered usually based on the results he has obtained in his
previous units and on the business opportunities within the network.
A geographic territory may also be granted to the franchisee through a special agreement
called “area development agreement.” In this kind of agreement, objectives are set for the
franchisee in terms of number of units and speed of growth within a specific sales territory.
In the third possible type of franchise, master franchising, “the franchisor enters into a master
franchise agreement with an operator [...] (subfranchisor), whereby he authorizes the latter to
open and own units and to franchise the concept on a specific territory and for a given period
of time. The master franchise contract involves direct franchising between the master
franchisee and the franchisees (subfranchisees)” (Nègre, 2006).
Kaufmann and Kim (1995) have focused on two contract types of master franchising: ADA
and subfranchising. They noted that the use of these two systems correlates positively with
network growth4.
Kaufmann and Dant (1996) hypothesized that turning to ADA is less effective in terms of
growth than an incremental strategy. In the case of ADA, it is not possible to know
beforehand the qualities of the franchisee. The contractual arrangement does not then reduce
the risk of adverse selection. The data they collected, however, did not enable them to confirm
their hypothesis.

4

Master franchising is not included in the scope of our study because of its purpose. It is mainly used
in international franchising settings; hence, no further mention of this system will be made in this
report.
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Hence, multi-unit franchising research, whether dealing with the phenomenon directly or not,
has led to findings that appear to indicate that 1) there is a positive link between multi-unit
franchising and network growth, 2) there is a positive link between multi-unit franchising and
franchisee or network survival, and 3) the franchisors’ power to grant an additional outlet
enables franchisee control.
On the other hand, many issues are left unresolved. Findings do not enable a clear distinction
of the various contractual arrangements to be found in the networks (sequential selection vs
ADA) in terms of their effectiveness. The links revealed often show no causality, and the
results, generally, are derived from single-sector and single-country studies, namely the U.S.
fast-food industry. Finally, as Bradach (1998) admitted, research is often based on very large
and successful networks, up to 3,600 franchised units in his own research.
One could also add that the notion of territory (and then ADA) as it is understood in the
United States is simply not the same as the notion of territory in France because distances are
dissimilar, that the studies do not deal with the issue of pluri-unit franchising, and finally, that
they involve almost exclusively franchisors’ viewpoints.
Hence, despite their various contributions, these successive studies carry limitations that
reduce the generalizability of their results. They do not lead to the development of an
integrating framework that would enable a greater understanding of both the determinants and
consequences of multi-unit franchising.
The above-mentioned limitations and the theoretical argument guide the next steps of our
study. We aim to examine both the determinants and consequences of MUF by collecting the
perceptions of both franchisors and franchisees in a multi-theoretical and multi-sector
approach.
Modeling the decision to turn to multi-unit franchising and the consequences of that decision
should assist franchisors by answering five key questions: why, when, how, with whom and
for which results?

14
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Why turn to multi-unit franchising and for what performance? These are the two main
questions we asked franchisors and franchisees. The sheer importance of multi-unit
franchising in France today (see Chapter 3) suggests that it has become a strategic
development option in many networks. The issue is thus to 1) identify and empirically
validate the reasons that might explain why a network may turn to multi-unit franchising in
order to expand, and 2) to assess whether such a development strategy offers specific
competitive advantages as compared to a single-unit franchising development strategy.

-.B.- %!:5913?1A</2<13@79!7079E636!/;!1A<!8<1<2:307016!/;!:5913?5031!!!!
;270@A3630>F!
As mentioned earlier, academic research has rarely focused on the explanatory factors of
multi-unit franchising. The multi-unit franchising option has, in fact, long been considered as
an undesirable growth strategy. The fact that multi-unit franchising calls into question several
of the benefits that agency theory sees in franchising is relevant to this argument (Brickley
and Dark, 1987).
Nevertheless, we show that the theoretical frameworks that dominate franchising research –
agency theory and resource scarcity theory (Castrogiovanni et al., 2006) as well as transaction
costs theory – remain relevant to explain the development of multi-unit franchising.

0121010
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Expansion through company-owned units is preferable to franchising because it usually offers
higher profits (profits are not shared between the franchisor and the franchisee). This was
Oxenfeldt and Kelly's (1969) argument in their seminal paper on the reasons that lead an
organization ... to turn to franchising. Indeed, there are situations that lead to privilege the
franchising option, in particular when it is necessary to obtain economies of scale quickly to
5

Research hypotheses relating to the franchisor model are in capital letters (H1, H2, etc.) while those
relating to the franchisee model are in lower case and italics (h1, h2, etc.). Both models and related
hypotheses are described on pages 25 and 26.
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expand, then keep one's position in the market. According to the resource scarcity theory,
franchising represents the best way for franchisors to overcome the problem of limited
resources by having access to the financial and managerial resources of the franchisees. Once
the network has reached its objectives in terms of economies of scale and of size, it can then
focus its efforts on a qualitative growth centered on maximizing the performance of existing
franchised units. After a first period when they have developed through franchising,
franchisors will then use the resources they have grown to buy back the high performing
franchised units and turn them in (theoretically) more profitable company-owned units
(redirection theory) .
Empirical data, however, does not wholly validate this postulate. Hunt (1973) shows for
example that though networks do turn to franchising at the beginning, few franchisors go back
to whole ownership later. This phenomenon is explained by the franchisors’ unwillingness to
buy back the less profitable or the isolated franchised units.
Furthermore, Rubin (1978) asserted that the capital-resources argument is flawed when
applied to franchisees. Assuming that a franchisee is risk averse, if he agrees to invest all his
capital in a single unit – rather than taking shares in several units – he will then expect a
higher return on his investment. The franchisor will then have to accept seeing his own return
reduced. However, according to Rubin, a franchisor would find it less costly to solicit the
market for expansion rather than turn to franchisees to whom he should pay a premium
because of the risk he is asking them to take. Yet, field studies have shown that many
franchisors continue to expand through franchising without necessarily paying a higher
remuneration to their franchisees.
We pose that granting a franchisee an additional outlet may constitute this premium, as the
franchisee accepts a lower remuneration for the first unit (compared to what he could obtained
on the market) because he hopes that any additional unit will enable him to acquire a higher
level of average remuneration per unit. The resource scarcity theory thus supports multi-unit
franchising both in terms of determining factors and consequences.
As far as determining factors are concerned, multi-unit franchising can be seen as a means of
accelerating growth by relying on franchisees who have garnered financial resources from
their first unit/s. Beyond this, granting an additional unit enables franchisors to save on
16

recruiting and training costs (Kaufmann and Dant, 1996). Even young networks have
understood it. The overview of multi-unit franchising (Chapter 3) shows that there is no linear
relationship between the age of a network and its multi-unit franchising rate, which would
suggest that multi-unit franchising is a growth option that franchise system in their infancy
also use. These considerations lead to the first hypothesis:
H1a: The more limited the franchisor's financial resources to develop through companyowned units, the more he will expand through multi-unit franchising
Beyond financial resources, our interviews uncovered two other types of "resources" which
could affect a network's multi-unit franchising rate. The first type relates to the number and
quality of applications the network receives from potential franchisees. A deficit in this area
may drive franchisors to rely on existing franchisees. Conversely, as the number and quality
of applications grow, the less he will need to rely on existing franchisees to expand. Hence,
one should test the following hypothesis:
H1b: The more a franchisor receives numerous and quality applications from potential
franchisees, the less he will expand through multi-unit franchising
The second type of resource relates to the importance franchisors give to the franchisees’
knowledge of the local market. This knowledge may be essential to the success of the local
franchised unit. It may lead a network to rely on single-unit franchising for its development to
ensure its franchisees’ proximity to the local market. Hence, we may hypothesize that:
H1c: The more a franchise system success depends on its franchisees’ knowledge of their
local market, the less it will expand through multi-unit
As far as consequences are concerned, we have previously noted that granting an additional
outlet could be viewed as an indirect form of remuneration of the franchisees’ capital. This
involves considering that each unit’s margin remuneration will grow. This is the necessary
condition for franchisees to accept a lesser remuneration for their first unit as they hope to
obtain a new unit eventually. Hence, we hypothesize that:

17

h4a: The more units a franchisee owns, the higher his performance will be in terms of
average sales per unit
h4b: The more units a franchisee owns, the higher his performance will be in terms of
average profit per unit
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Transaction costs economics (Williamson, 2002, 2000) offers a theoretical framework that
enables understanding the governance structure of exchange relations. The theory rests on the
postulate according to which any relationship is linked to transaction costs, which comprise
the costs of implementation, monitoring, and of control of the exchange contract linking the
exchange partners. These costs are considerable. In the case of franchising, they are the exante or ex-post costs that franchisors and franchisees have to bear: the costs linked to the
search and selection, negotiations costs, the costs of adverse selection, the costs linked to
behavior control so as to restrict moral hazard, adaptation costs, etc. (Allam and Le Gall,
1999).
Developing as a franchise rather than through company-owned outlets corresponds to the
search for cost minimization. These costs, however, are affected by numerous transaction
environment factors. Among those factors, three exert a specific pressure that helps explain
why a network might choose franchising or not: asset specificity, environmental uncertainty,
and behavioral uncertainty (Dant, 1996).
Specific assets are those tangible investments (such as equipment, furniture, supplies, etc.) or
intangible investments (such as brand name, know-how acquisition, communication, etc.) that
cannot be easily transferred to another business transaction because they are specialized and
tailored for a particular transaction (Boulay and Chanut, 2010). The higher these specific
investments are, the greater the situation of dependence for the supporting party as the latter is
exposed to the opportunistic behavior of his contractual partner. Any contract termination
would lead to a loss (Heide and John, 1988).
Empirical studies have validated this hypothesis and shown that the more a franchise system
requires a high level of specific investments, the greater the chance that it will choose to
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develop through company-owned units. One explanation is that it is difficult to attract
potential franchisees that are willing to invest at the level which is expected of them (Dant,
1996); it is also for the franchisor a way of protecting his trademark after making considerable
efforts to develop it (Minkler and Park, 1994).
Multi-unit franchising expansion, however, calls these findings into question. Indeed, one
could hypothesize that a network that engages in high levels of specific investments may
prefer franchising to company-owned units ... or, rather, multi-unit franchising to companyowned units.
Actually, multi-unit franchising comes in contradiction with the two arguments, which,
according to transaction costs theory, limit franchising development. First, to counter the
argument according to which the franchisor fears to lose the investments he made to build the
trademark through franchisee opportunistic behavior, one can oppose that franchisees who are
asked to open an additional outlet have enough belief in the brand to accept to devote
additional resources to it. Second, franchisees who are willing to open an additional outlet
have usually garnered income from the unit(s) they already own. Hence, they are better
positioned to provide the requested levels of investment. These considerations lead us to
hypothesize that:
H2a: The more the franchisor supports high levels of specific investments, the more he
will expand through multi-unit franchising
As Bradach (1995) suggested that multi-unit franchisees copy their franchisor's work
methods, a transactional viewpoint can also be adopted to analyze the choice made by
franchisees in favor of multi-unit development.
Allam and Le Gall (1999) suggested distinguishing between two different types of specific
assets in the domain of franchising, depending on whether these concern tangible investments
(specific physical assets) or intangible investments linked in particular to the acquisition of
know-how skills by franchisees (specific human assets).
A franchisee’s specific asset investments into a unit will bind him to the brand; the higher the
investments, the tighter the bond, which then may promote greater involvement in the brand
through investing into an additional unit. This will enable him to restore the balance of power
between him and the franchisor, thereby securing his investment. The following hypotheses
are thus to be tested:
19

h1: The more a franchisee supports a high level of specific investments in physical assets,
the more units he owns.
h2: The more a franchisee supports a high level of specific investments in human assets,
the more units he owns.
h5: The more units of the same brand a franchisee owns, the higher the value he gives to
the brand image.
The environmental uncertainty within which the franchising transaction takes place is
another factor influencing the transaction costs.
Indeed, uncertainty in the business environment will make it difficult to predict all what may
happen in the future. Contracts are thus incomplete and allow for interpretations. In this
situation, transaction costs theory would suggest that it is preferable to internalize the activity
by turning to company-owned units. A franchisor operating in an uncertain business
environment thus would favor corporate-owned expansion rather than franchising. This was
demonstrated by Dant (1996) in his analysis of the development strategy of 179 U.S.
franchise systems.
Should we follow the same line of reasoning as before, multi-unit franchising calls this
argument into question. One could argue that working with existing franchisees who know the
market and the know-how will bring even more reassurance to the franchisors if the latter
operate in an uncertain business environment. Multi-unit franchisees are expected to be more
perceptive since they know the brand and their local market and can call on business
experience. We can thus hypothesize that:
H2b: The more the franchisor operates in an uncertain business environment, the more
he will develop through multi-unit franchising6
The third factor affecting transaction costs is the behavioral uncertainty.

6

In this respect, the time-span for this study (2008-2011) is particularly relevant to test this hypothesis.
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From a transactional viewpoint, actors are necessarily opportunistic, that is, they seek their
own interest and, in doing so, will not hesitate to “cheat, misinform, disguise, omit, offend or
mislead another agent” (Allix-Desfautaux & Joffre, 1997). A network can make use of a
number of formal and informal leveraging actions in order to limit this type of behavior.
Among the latter, franchisee selection is particularly effective (Jambulingam & Nevin, 1999).
Should the franchisor perceive the risk of opportunistic behaviors in prospective franchisees,
he might then favor collaborating with existing franchisees in his franchise development
strategy. As mentioned previously, he will have already observed their behavior. This leads us
to hypothesize:
H2c: The more the franchisor perceives a high level of uncertainty in the behavior of
prospective franchisees, the more he will develop through multi-unit franchising
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Rubin (1978) was one of the first researchers to question the use of the resource scarcity
theory to explain the franchising phenomenon by showing that the "capital-resources"
argument could not explain franchising (see above 1.1.1). He offered an alternative
explanation, drawing on the work of Alchian and Demsetz (1972) and Jensen and Meckling
(1976) on monitoring and control.
He suggested that franchising is a development format used in situations where the point of
sale is far from the franchisor’s head office, thus making control costly. The network then
turns to incentives to limit the risk of deviant behaviors from franchised units, and the easiest
way to motivate franchisees is to give them the biggest profit share (Rubin, 1978).
However, even if profit sharing contributes to reduce franchisees’ tendency to make less
effort than expected (shirking), it sometimes cannot prevent them from adopting free-riding
behaviors. Hence, a franchising contract alone is not sufficient, and the franchisor needs to
use both formal and informal monitoring methods to control franchisees’ behaviors.
Brickley and Dark (1987) indicated that multi-unit franchising is a potential method to control
behaviors, particularly when the various franchisee’s units are close. However, they also
argued that it is an undesirable development option for two reasons: first, multi-unit
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franchisees tend to under-invest and to demand higher profits; second, multi-unit franchising
brings back the issue that franchising was supposed to solve when compared to corporateowned expansion, namely the issue of lower employee motivation (i.e. the multi-unit
franchisee employee) compared to that of a single-unit franchisee.
Nevertheless, if we go back to the authors’ first argument, multi-unit franchising ought to
enable the reduction of network monitoring costs the franchisor has to bear.
At the same time, together with hypotheses H2a, H2b, and H2c, which attempt to account for
multi-unit franchising from a franchisor's perspective, one could hypothesize that multi-unit
franchisees are less opportunistic than single-unit franchisees. The more the franchisee has
invested in a network by opening multiple units, the more it is in his interest to conform to his
franchisor’s expectations, for two reasons: first, this can then help him obtain an additional
outlet; second, it is not in his interest to adopt deviant behaviors, thus risking to lose his
investment. From an agency perspective, the following hypotheses then need to be tested:
from a franchisor's point of view:
H6: The higher the number of multi-unit franchisees in a network, the lesser the
network monitoring costs are
from a franchisee's point of view:
h6: The more units a franchisee owns, the fewer opportunistic behaviors he will exhibit

-.B.B &/:G<1313H<!78H7017><6!!708!:5913?5031!;270@A3630>!G<2;/2:70@<!
Through a case study of five U.S. chains in the fast food sector, Bradach (1998, 1995) has
shown that turning to multi-unit franchising rather than single-unit franchising brings two
main competitive advantages. The first is faster network growth (“multi-unit franchisees
constitute a relatively inexpensive source of growth”), and the second is the capacity to
facilitate systemwide adaptations implemented by the franchisor (“multi-unit franchisees
doubtless contribute less to local level innovation [...] but the fact that they manage several
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franchises assists the implementation of new ideas”). Those would be two network motives
for multi-unit franchising expansion.
Conversely, Bradach (1998, 1995) observed that single-unit franchisees are more reactive to
local market changes than multi-unit franchisees who are often distant from the markets
within which they operate (“multi-unit franchisees usually copy branch practices”) and that
turning to one or the other of the two development strategies (i.e., single- or multi-unit
franchising) does not affect the network uniformity level (“whereas one would normally
assume that it would be the opposite”). Cliquet (1998), however, in a multi-sector study
financed by the FFF and focusing on the plural form, showed that Bradach's conclusions were
not necessarily always found to be accurate in the French context.
In fact, our interviews with franchisors and franchisees (see chapter 3) lead us to consider a
favorable effect of multi-unit franchising in terms of network uniformity.
Beyond the issue of system growth and uniformity, turning to multi-unit franchising is also a
way of obtaining a higher economic performance, according to the franchisors we
interviewed.
Hence, we are seeking to confirm both the validity of Bradach's (1995) conclusions and the
hypothesis according to which there is a link between multi-unit franchising and economic
performance. This undertaking then leads us to a series of hypotheses relating to the effects of
multi-unit franchising from a franchisor’s point of view and of multi-unit from a franchisee’s
point of view:
from a franchisor’s point of view:
H3: The more a franchisor develops through multi-unit franchising,
-

H3a : the higher the system network growth

-

H3b : the more geographically dispersed the units

-

H3c : the higher the level of systemwide adaptation

-

H3d : the higher the system uniformity

-

H3e : the lower the system local responsiveness
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H4: The more a franchisor develops through multi-unit franchising, the higher the
system economic performance
H5: The more a franchisor develops through multi-unit franchising, the stronger its
brand image
from a franchisee’s point of view, the series of hypotheses is the same (except regarding
growth)
h3: Compared to single-unit franchisees, multi-unit franchisees
-

h3a : show a higher level of uniformity

-

h3b : are less responsive to local market changes

-

h3c : adapt more easily to the business environment changes

h5: Compared to single-unit franchisees, multi-unit franchisees value the brand image
higher
In light of the limited research on the determinants and consequences of multi-unit
franchising, the decision-making model we test is based on the analysis of direct links
between the different preceding variables or consequences of multi-unit franchising.
Only later will our model could be refined, for instance through the search for mediating or
moderating effects. Nevertheless, we retain several control variables which appear useful for
greater understanding of multi-unit franchising: age of the network, size, type of franchising
(product vs service distribution; repeat vs single purchase); proportion of franchised units,
single- vs multi-brand network.
The franchisor and franchisee models are described hereafter.
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COMPETIT

- H3a: Sys

- H3b: Geo

RESOURCE SCARCITY THEORY

- H3c: Sys

- H1a: Franchisor’s financial capacity to develop through
company-owned units (-)

- H3d: Uni

- H3e: Loc

- H1b: Number and quality of applications from
prospective franchisees (-)

Rate of
multi-unit
franchising

- H1c: Importance of local market knowledge for the
success of the franchise unit (-)

TRANSACTION COSTS THEORY

PERFORM

- H4: Econ

- H2a: Franchisor’s specific investments (+)

BRAND IM

- H2b: Environmental uncertainty (+)

- H5: Bran

- H2c: Behavioral uncertainty (+)

AGENCY T

- H6: Mon

CONTROL VARIABLES
-

Age
Size (company-owned units + franchisees)
Product franchise vs service franchise
Repeat purchase vs non repeat purchase
Level of plurality
Part of a single- vs multi-brand system
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COMPETITIV

- h3a: Unifo

- h3b: Syste

- h3c: Local

PERFORMAN

- h4a: Perfo
TRANSACTION COST THEORY
- h1: Physical specific investments (+)
- h2: Human specific investments (+)

Multi-unit
versus
single-unit
franchisee

- h4b: Perfo
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BRAND IMAG
- h5: Brand

AGENCY TH

- h6: Oppor

CONTROL VARIABLES
-

Economic motivation (make a living or grow a capital)
Type of development (sequential or through ADA)
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This chapter deals with the process of data collection from franchisors and franchisees and
then the data analysis relating to 1) the examination of the weight of multi-unit franchising in
France (Section 1), 2) the qualitative study of network practices (Section 2), and 3) the study
of the determinants and consequences of multi-unit franchising (Section 3).
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While the reality of multi-unit franchising appears to be given and justifies our research, it
would be unreasonable to deploy a heavy methodology to study a phenomenon that would
turn out as relatively minor. As there are no data on multi-unit franchising in France, the first
step of the research process was thus to assess its weight in the networks.

B.-.- $52H<E!306125:<01!!!
!!
The FFF published yearbook entitled Toute la Franchise (All franchising) is a rich source of
information regarding franchising networks. However, it does not enable the identification of
the number of franchisees there are in a given network, let alone the number of franchisees
operating several outlets. It is thus impossible to know the proportion of multi-unit
franchising among French networks, namely the percentage of franchisees operating several
outlets.
In October 2010, we requested assistance from the FFF to benefit from its annual survey data
collection. At our request, the FFF agreed to add to its traditional question “What is the
number of franchised units in your network?”, two additional questions:
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- What is the number of franchisees in your network?
- What is the number of franchisees owning at least two units in your network?
The first question makes it possible to assess the average number of units a franchisee owns in
a network: number of franchised units in the network / number of franchisees in the network
[a]
The second question makes it possible to assess the multi-unit franchising rate in the network,
which can be measured in two ways:
-

number of franchisees in the network owning at least two units / number of franchisees
in the network [b]

-

number of franchised units in the network belonging to a mini-chain / number of
franchised units in the network [c]

The second question also makes it possible to assess the average size of a mini-chain in the
network: (number of franchised units in the network - [number of franchisees in the network number of franchisees in the network owning at least two units]) / number of franchisees in
the network owning at least two units [d].
In this study, we assume that the more a franchising network shows a high percentage of
franchisees owning at least two units, the higher its multi-unit franchising development level.
For hypotheses testing, we favor this type of measure ([b]) of the proportion or level of multiunit franchising in a network for three reasons:7 :
-

first, the main issue for the franchisors we interviewed concerns the significance for
them of allowing their franchisees to own several units (next are the issues concerning
the optimal proportion of multi-unit franchising in the network and the optimal
proportion of multi units for the franchisees);

-

next, this is a fairer measure of the proportion of multi-unit franchising in a network.
Using the most absurd-case scenario, we could meet the following situation in a given
network: 100 franchised units for 26 franchisees, of which one alone would own 75
units. Measure [c] would lead to a 75% rate of multi-unit franchising network
development with only one multi-unit franchisee;

7

In contrast, for the overview of multi-unit franchising in France (see Chapter 3), we selected measures
[a], [b], and [d]; [c] was not selected for the reason indicated earlier.
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-

finally, most empirical studies on multi-unit franchising have used measure [b]. This
measure thus enables comparison of our findings with those of previous studies.
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To the results obtained at this stage, we added those stemming from the postal survey sent to
networks as part of the franchisor model test (see Section 3 below).
In all, we collected information concerning 357 networks representing 9,214 branches, 21,030
franchised units, and 13,813 franchisees, 2,926 of whom own at least two units.
Our overview of multi-unit franchising is based on descriptive analyses that aim to present an
overview of multi-unit franchising covering six variables that characterize networks: the
business sector, age, size, rate of plurality, contract duration, and belonging to a multi-brand
network.
The sampling and overview are detailed in Chapter 3.
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Though the existence of this phenomenon is undeniable, questions arise regarding its
development: does multi-unit franchising in a network result from a deliberate decisionmaking process or is it a circumstantial fantasy, or both? An exploratory qualitative study was
conducted among nearly 20 franchising actors to capture the motives for a network to turn to
multi-unit franchising as a development option.

B.B.- NA<!2<6<72@A!306125:<01!!!
The aim of the qualitative study we conducted was to identify:
-

the advantages and disadvantages of multi-unit franchising,

-

the criteria used for granting a new outlet to a franchisee,

-

the formal and informal processes at stake,
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-

the effects on network management of moving from a franchisor – single-unit
franchisee relationship to a franchisor – multi-unit franchisee relationship.

The aim of the qualitative study we conducted among multi-unit franchisees was mainly to
ensure that the views franchisors expressed did correspond to the franchisees’ lived
experiences.

B.B.B C717!@/99<@13/0S!67:G930>S!708!8717!7079E636!:<1A/8!!
We met the directors and/or development managers of 12 networks identified by the research
team. All those interviewed represented networks including multi-unit franchisees and four of
them belonged to a multi-brand network. We purposefully chose a multi-sector approach and
interviewed franchisors who were at different stages of their development (from a network
launched three years ago to a 40 year-old network).
In order to broaden the range of responses, we chose not to match the franchisors and
franchisees that were interviewed. Hence, five of the six multi-unit franchisees belong to
different networks from those of the franchisors we interviewed; they own between 2 units (of
the same brand) and 10 units (of different brands and franchising groups).
The interviews lasted between one and two-and-a-half hours. Each of the 18 interviews was
entirely transcribed for subsequent analysis. The analysis of the textual data thus collected
was carried out manually.
The findings of the qualitative study are shown in Chapter 3 after the overview of multi-unit
franchising in France.
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The franchisor model test is based on answers given to a research questionnaire sent to
franchising networks in France.
The self-administered research questionnaire was based on the literature review and the
findings of the qualitative interviews. It was tested among several franchisors to make sure it
was easily understood and that its duration would not go beyond 10-12 minutes.
The measurement scales of the franchisor questionnaire and the results of reliability and
validity analyses are detailed in the appendix.
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The research questionnaire was sent to all the networks listed in the FFF 2010 yearbook
comprising 133 members and 365 non-members. This list was further completed with
additional franchising networks obtained from professional journals providing data on
network characteristics such as name, age, sector, contract length, etc. A total of 593 networks
were thus first retained.
The research questionnaire was posted to each network at the beginning of March 2011,
together with an introductory letter explaining the purpose of the survey and offering the
respondents a summary of the findings. A return prepaid envelope was also sent.
The FFF had also given us an additional list of 730 various networks, which would enable us
to reach the total number of networks in France. The FFF had pointed out, however, that the
list was flawed: these networks had not responded to the annual survey, it was not always
possible to check the information, some networks could have ceased to exist at the time of our
survey, etc. As part of our overview of multi-unit franchising, we nevertheless decided to send
the research questionnaire to each listed network. We quickly realized that the FFF had
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accurately warned us of the limitations of the list. Beyond the issue of the paltry number of
returns (barely 1%), numerous envelopes were sent back that had not reached their intended
receivers (we received over 130 no longer at address notices in a few days). Consequently, we
did not keep the few surveys returned by the networks on this list in our final working sample.
Our final parent population thus included the 593 networks originally identified.
Two research team members went to the Franchise Expo Paris on March 22, 2011 to try and
mobilize the FFF members who had not yet responded to our survey. They were met with a
positive reception and were able to leave the network representatives a questionnaire and
return envelope.
Our first mailing phase collected 119 usable responses.
In April 2001, we sent a follow-up letter to the 474 networks that had not yet responded to the
first mailing and collected another 42 usable responses.
Our second and last reminder was posted in May 2011 to the 432 networks that had not
responded to the first nor the second mailing and collected a further 31 usable responses.
Our total research sample finally comprised 188 networks corresponding to a 31.70% return
rate (188/593).8.

8

The total number of responses was 199. However, 11 responses were not included in the final sample
for the following reasons: no possibility of identifying the number of franchised units with respect to
the number of franchisees (4), figures combining various brands (3), networks less than 3 years old
(3), and master-franchising network (1).
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The statistical software SPSS Version 19 and Mplus were used for the statistical analyses and
the franchisor model testing.
Frequency analysis was used for the research sample descriptive data.
To ensure quality results, the measurement scales were analyzed for validity and reliability.
The constructs used to test the research hypotheses are based on the arithmetic averages of the
responses to those items that were kept for each variable based on the previous analyses.
The measurement scales and the validity and reliability tests results (restituted variance
percentage and critical ratios) are detailed in Appendix 3B as well as the results of the
bivariate correlation analyses between the constructs.
To assess the whole franchisor model, we used the Mplus software for a causal path model
analysis. Our model comprises a censored mediating variable, which is the proportion of
multi-unit network franchisees with respect to the total number of franchisees. Out of the 188
franchisors included in the research sample, 43 (or 22%) do not have any multi-unit
franchisees. The mediating variable in our model, that is, the rate of multi-unit franchising,
does not follow the normal law, so we applied Muthen and Muthen's (2006) recommendations
and estimated a critical path model with selected data via a maximum probability estimator
with robust standard errors (MLR)9.
We then divided the research sample into five groups and conducted variance analyses
(ANOVA) in order to establish whether there were significant average differences among the
network responses according to their group type.
This method was used only for the study of the multi-unit franchising rate as determining the
competitive advantages included in the franchisor research model (growth, geographic
dispersion of units, performance, uniformity, and monitoring costs).

9

Considering all the relations simultaneously provide more robust results than a two-step analysis that
would start first with the impact of multi-unit franchising determinants, followed by its consequences.
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The results of the tests relating to the franchisor model are shown in Chapter 4 (competitive
advantages and multi-unit franchising performance) and Chapter 5 (multi-unit franchising
determinants).

B.I.B NA<!;270@A36<<!652H<E!!
!

21<1210

;,/*4'$?/5*)"4#$'6/"#****

To validate the franchisors’ perceptions, a research questionnaire was sent to the franchisee
members of the 188 networks that had responded to the franchisor survey.
The self-administered franchisee research questionnaire was based on the literature review
and the qualitative interviews. It was tested among several franchisees to make sure it was
easily understood and that its duration would not go beyond 10-12 minutes.
The measurement scales of the franchisee questionnaire and the reliability and validity
analyses results are detailed in the appendix.
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The research questionnaire was posted in June to 3,970 franchisees, members of the 188
networks that had responded to the franchisor survey, together with an introductory letter
explaining the purpose of the survey and offering the respondents a summary of the results. A
return prepaid envelope was also sent.
Following this first mailing phase, we received 424 usable responses.
We e-mailed three follow-up letters, containing a link to the online research questionnaire, to
all the franchisees who had not previously responded to the questionnaire.
Another 73 usable responses were thus collected.
Our total research sample finally comprised 497 franchisees corresponding to a 13.13% return
rate after deleting from the initial reference population the 185 no longer at address
questionnaires. Among this total, 132 are franchisees owning at least two units, and 44 of
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those are pluri-franchisees. Among the latter, 18 own units of different brands from the same
franchisor, and 26 own units of different brands from different franchisors.
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The statistical SPSS software version 19 was used for the statistical analyses and testing the
franchisor model.
Frequency analysis was used for the research sample descriptive data.
To ensure quality results, the measurement scales were analyzed for validity and reliability.
The constructs used to test the research hypotheses are based on the arithmetic averages of the
responses to those items that were kept for each variable based on the previous analyses.
The measurement scales and the validity and reliability tests results (restituted variance
percentage and critical ratios) are detailed in Appendix 4B as well as the results of the
bivariate correlation analyses between the constructs.
We executed variance analyses (ANOVA) in order to ascertain whether the responses to the
questions linked to the analysis of behaviors, attitudes, and performance (uniformity,
adaptation, average sales revenue or average unit profitability, opportunistic behaviors)
differed significantly depending on the selected franchisee profile.
To capture the determining role of specific investments and economic motivation, we
conducted a logistic regression analysis. This is the preferred method when one wishes to
“assess the impact of a set of variables on the occurrence or not of an event as choice”
(Gavard-Perret et al., 2008). In this case, the aim was to ascertain whether the franchisees’
decision to develop multiple units was linked to their economic strategy or their level of
investments in the network.
The results of the test of the hypotheses relating to the franchisee model are shown in Chapter
4 (competitive advantages and multi-unit franchising performance), Chapter 5 (multi-unit
franchising determinants), and Chapter 6 (profile of the multi-unit franchisees).
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In order to better understand the growth of multi-unit franchising in France, it is important to
know its weight within franchising networks. This is the purpose of the overview of multiunit franchising found in the first part of this chapter (Section 1). Through the analysis of the
18 qualitative interviews conducted, we are able to underscore the motives of those networks
that use multi-unit franchising to expand (Section 2). Finally, we provide an empirical
validation of those motives, the analysis of the franchisors’ satisfaction levels regarding their
development strategy (single- or multi-unit franchising), and their intention to follow the same
path or not in the near future (Section 3).

I.- +H<2H3<R!/;!:5913?5031!;270@A3630>!!
A portrait of multi-unit franchising in France is developed by first examining the general
characteristics of the franchisor database, then by considering the links between these
characteristics and the network practices in regard to multi-unit franchising.

I.-.- NA<!;270@A36/2!652H<E!!!
Our database includes 357 franchising networks with 30,244 outlets on the French market; the
main characteristics of these networks are shown in Table 3.1.
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Table 3.1 - Characteristics of the overview sample
Number of franchise networks
Average age of networks
Number of company-owned units
Number of franchised units
Average rate of plurality
Number of franchisees
Number of multi-unit franchisees
Average MUF 1 rate [b]
Average MUF 2 rate [a]
Average size of mini-chains [d]

357
14 years
9214
21030
70%
13813
2926
21,18%
1,52
3,47

The newest network observed was 1 year old10, the oldest is nearly 100 years old. Most of the
interviewed franchisors have been in the business for 10 to 30 years. The average network age
was 14 years.
These companies essentially develop franchised networks with an average degree of plurality
(that is, the proportion of franchised units in the network) of 70%.
The 357 networks include 9,214 company-owned units and 21,030 franchised units owned by
13,813 franchisees, 2,926 of which own at least two units in the network. Those multi-unit
franchisees constitute the focus of our research.
Our overview is based on several rates which examine the weight of multi-unit franchising
(MUF) in the networks:
MUF rate 1 = number of franchisees owning at least two units / total number of
franchisees [b]
MUF rate 2 = number of franchised units / total number of franchisees [a]
The MUF 1 rates observed in the franchisor database vary between 0 (networks with no multiunit franchisee) and 75%. The average is 21.18%. This average rate means that 21.18% of

10

It should be noted that the franchisor model was tested on 188 networks for which the minimum age
was 3 years.
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French franchisees own several units. This percentage thus represents the weight of multi-unit
franchising in France11.
We can observe that 92 networks report having no franchisee owning at least two units, which
means that multi-unit franchising involves 75% of the French networks. It is thus impossible
to characterize it as an epiphenomenon.
Some networks show a MUF 2 rate of 1 (these are the 92 networks that do not use multi-unit
franchising) while others show a MUF 2 rate of well over 7. Across all networks examined, a
franchisee owns, on average, 1.52 unit. This figure, however, masks a number of disparities,
as the subsequent analysis of the size of the mini-chains will show.
As mentioned in Chapter 2, a third important indicator for the assessment of the importance of
multi-unit franchising is, indeed, the average size of the mini-chains possessed by the
franchisees owning at least two units.
Average size of the mini-chain = (franchised units – (number of franchisees – number of
multi-unit franchisees)) / number of multi-unit franchisees [d]
This ratio represents the number of units owned, on average, by a multi-unit franchisee
network. To the extent that a multi-unit franchisee owns, by definition, at least two franchised
units, the average size of the mini-chain is always equal to or superior to 2. In the database
used for this overview, the size of the mini-chains varies between 2 and 22; the average size is
3.47. A multi-unit franchisee (in the same network) thus owns, on average, between 3 and 4
franchised units.

I.-.B "<6G/06<!7079E636!7@@/2830>!1/!0<1R/2K!@A727@1<23613@6!
Some of the information relating to the networks under investigation and included in the
collected database can be correlated with the multi-unit franchising development indicators.
The information concerns the activity sector, the franchise type, the network type, its age,
size, the rate of plurality, and contract duration.
11

The overview distinguishes only single- and multi-unit franchisees within the same network. Among
the latter, the franchisee survey will help distinguish those who are pluri-unit franchisees.
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In the database, 15 activity sectors were identified: clothing and personal accessories,
household goods, food trade, various retailing, automotive services, construction and energy,
hairdressing and beauty industry, other personal assistance services, business assistance
services, training, hotels, fast food, theme restaurants, real estate, and travel.
Classifying the networks by sector leads to assessing the weight of each sector.
Figure 3.1 – Number of networks per sector

For the 357 networks included in the database, the sector distribution shows the total number
of networks in each of the 15 activity sectors. For instance, the data provided by 42 franchised
networks contribute to the overview for the clothing and personal accessories sector.
As far as franchise type is concerned, 140 networks (or 39% of the total number of networks)
are product franchises, whereas 217 networks (or 61% of the networks) are service franchises.
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Among the product franchises, the various retailing and clothing and personal accessories
sectors have the highest number of networks. In the services field, the hairdressing and beauty
industry and other personal assistance services sectors have an important share of the network
number. Relatively few networks included in the database operate in the travel or training
sectors.
The weight of each activity sector can also be assessed in terms of the number of units in each
network. Through this type of distribution, the activity sector can be connected to the network
size (company-owned units and franchised units) for an easier analysis of the sector’s weight.
Figure 3.2 – Weight of each sector

This unit number-based distribution leads to the observation, for instance, that product
networks generally own a greater number of units than the services networks since 42% of the
units under investigation are found in the product-franchising domain while they represent
only 39% of all the networks included in the database. Moreover, some activity sectors

40

include only small networks in terms of unit numbers, as the business assistance services and
training sectors show.
Next, it is worth examining the various indicators per sector to describe multi-unit franchising
in this overview ([a], [b] and [d]). The analysis highlights various sector differences relating
to expansion through multi-unit franchising.
The MUF 1 rate, which represents the percentage of multi-unit franchisees in the networks,
ranges from 9.60% (in the construction and energy sector) to 40.96% (in the fast food sector).
As a reminder, the average rate for all franchised networks is 21.18%.
Figure 3.3 – MUF 1 rate by sector

One can observe a strong presence of multi-unit franchising in the sectors of clothing and
personal accessories, automotive services, hairdressing and beauty industry, hotels, fast food,
and travel since more than one fourth of all franchisees in these activity sectors own at least
two units.
It is also worth noting that multi-unit franchising is less developed in the theme restaurant
sector (an average of 11.61%) whereas it is frequently used in the fast food sector (over 40%
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on average). It is also seldom used in sectors such as the food trade, household goods, other
personal assistance services, business assistance services, training, and real estate.
The MUF 2 rate, which represents the average number of units per franchisee (number of
franchised units / total number of franchisees), is 1.52 for all the networks under
investigation; there are also considerable differences between activity sectors.
Figure 3.4 – MUF 2 rate by sector

The rate comes to 2.14 for the travel sector, but 1.11 for construction and energy, 1.15 for
business assistance services, and 1.19 for the real estate sector. As with the MUF 1 rate, the
fast food sector shows a MUF 2 rate that is much higher than the average in all sectors.
In light of the considerable differences between the various networks in some activity sectors,
it is worth analyzing the dispersion observed in the sample (Table 3.2). The standard
deviation represents the dispersion within the group of companies that form the activity
sector. The higher the standard deviation, the greater the dispersion within the given activity
sector. Regarding the MUF 1 rate, for example, the dispersion is greater in the sectors of the
hairdressing and beauty industry, travel, and training. Regarding the MUF 2 rate, the
differences are greater in the food trade, travel, and fast food sectors. Finally, regarding the
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average size of the mini-chain, the travel, fast food, and food trade sectors show the greatest
level of dispersion.
Table 3.2 – Standard deviations of MUF 1, MUF 2 and average size of mini-chain
Sector
Clothing & personal
accessories
Household goods
Food trade
Other retailing
Automotive services
Construction & energy
Hairdressing & beauty
Other personal services
Business assistance services
Training
Hotels
Fast food
Theme restaurants
Real estate
Travel

Number of
networks

Standard
deviation
MUF 1 rate

Standard
deviation
MUF 2 rate

Standard
deviation size
of mini-chain

42
27
28
43
14
24
34
35
27
6
7
26
26
14
4

0,17
0,18
0,19
0,16
0,17
0,14
0,26
0,13
0,21
0,25
0,19
0,22
0,12
0,15
0,26

0,65
0,77
1,38
0,35
0,40
0,17
0,67
0,78
0,21
0,37
0,35
0,82
0,39
0,29
0,85

2,87
3,08
3,46
2,16
0,59
0,53
1,13
1,87
0,55
0,35
1,03
4,30
1,10
0,70
5,77

Overall, regardless of the indicator under investigation, the lowest differences occur in the
construction and energy, real estate, and automotive services sectors. The sector analysis of
multi-unit franchising indicators is thus relatively easy for the networks concerned, since the
average rates reflect a fair degree of homogeneity within the sector.
However, considerable dispersions can be observed in the travel, food trade, and fast food
sectors. The analysis of average rates is thus rendered more difficult for the networks
operating in these sectors. For these activity sectors, it is thus necessary to qualify the average
rates which could actually conceal very large disparities (sometimes linked to the presence of
only one “atypical” or “marginal” network in the sample). These large disparities could partly
explain the rather high rates of multi-unit franchising in the travel and fast food sectors.
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The third indicator concerns the average size of the mini-chain.
Figure 3.5 – Average size of mini-chain by sector

The average size of a mini-chain for all the networks is 3.47 units. Unsurprisingly, this
indicator is high in the fast food and travel sectors, both of which show substantial MUF 1
rates, thus demonstrating greater use of multi-unit franchising but also considerable standard
deviations that reflect disparities within these two activity sectors.
It is worth noting that the average size of mini-chains is over four units in the food trade and
personal assistance services sectors whereas the MUF 1 rates are low in these two sectors.
This would imply the relatively low number of franchisees in these sectors who own more
than two units but the large size of these multi-unit franchisees. The standard deviations
analysis supports this conclusion. In the construction and energy and the business assistance
services sectors, the mini-chains are smaller. They barely go beyond two units (2.13 and 2.14
respectively), which would suggest, together with low MUF 1 rates, that franchisors in both
sectors turn to multi-unit franchising.
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The overview is based on data collected from individually selected brands. Some of those,
however, are associated with franchisors who own a portfolio of trademarks. This is the case
for 42 networks belonging to 29 multi-brand groups. These networks are to be found mainly
in the textile, hotel, catering, food trade, and personal assistance services sectors. The analysis
has shown higher rates of multi-unit franchising in these networks than in single-brand
networks.
The MUF 1 rate is 36.01% in the multi-brand group and 18.31% in the single-brand networks.
Figure 3.6 – MUF 1 rate by network type

Multi-unit franchisees thus represent a considerable portion of franchisees in the multi-brand
groups since the MUF 1 rate is much higher than the average MUF 1 rate noted for the sample
as a whole (namely 21.18%). Although the collected data do not provide any specific figures
concerning pluri-unit franchising (i.e., multi-unit franchisees who own units from several
brands in the same group or different groups), it is likely that a number of these multi-unit
franchisees in multi-brand groups are in fact pluri-unit franchisees who own several units
from different brands in the same group.
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The same conclusion emerges concerning the MUF 2 rate when considering multi-brand vs
single-brand networks.
Figure 3.7 – MUF 2 rate by network type

The average number of units per franchisee is higher in the groups operating several brands.
On average, a franchisee owns a greater number of units when he joins a multi-brand rather
than a single-brand group. The MUF 2 rate observed in groups is 1.81 units per franchisee as
opposed to 1.47 units for the independent (non-group) category. The MUF 2 rate goes beyond
two units on average per franchisee for several of the groups under investigation.
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Although the MUF rates are higher in multi-brand group networks, the number of units
operated by a multi-unit franchisee (i.e., the average size of the mini-chain) is slightly higher
in the single-brand networks.
Figure 3.8 – Average size of mini-chain by network type

Multi-unit franchisees thus own, on average, a slightly higher number of units in single-brand
networks than in multi-brand groups. In networks owned by a multi-brand group, the average
size of the mini-chain is 3.26 units compared to 3.55 units in single-brand networks. This
observation could be explained by the possible presence of pluri-unit franchisees in the multibrand groups; the pluri-unit franchisees could, indeed, be limiting the size of each of their
mini-chains because of the diversification of their activities in several brands or networks.
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The franchising network age is another factor that needs to be taken into account to describe
the current state of multi-unit franchising. The age of the franchisor company and that of the
network can both be related to the different development indicators of multi-unit franchising.
Within the present overview, both age characteristics (i.e., company and network) show the
same pattern. It appears more pertinent, however, to focus on the network age since this is the
age characteristic that corresponds most closely to the franchisor’s experience in the
development and management of a franchise network.
Among the franchisors under investigation for the present overview, the average franchise age
is 14 years while most franchisors (over 55%) have owned a network for 10 to 30 years. To
make the analysis according to the network age more intelligible, we used 5-year age groups
to group networks according to their franchising experience.
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The MUF 1 rate, which represents the percentage of multi-unit franchisees among all the
franchisees, ranges between 10.90% for young networks (1 to 5 years’ experience) to 22.22%
for more experienced networks. The highest rate found in the sample is 26.62% for networks
that have been in operation for 16 to 20 years.

Figure 3.9 – MUF 1 rate by network age

Three periods appear to emerge. First, network growth (1 to 20 years) is accompanied by a
regular increase of the MUF 1 rate. During that period, the weight of multi-unit franchising is
multiplied by almost 2.5. Determination to grow fast may help explain the phenomenon.
Then, the weight of the multi-unit franchise declines over the next 15 years or so (21 to 35
years) to reach the minimum rate of 12.18%. During that period, the franchisor’s reputation
and experience enable the firm to recruit new franchisees easily and rely less on the existing
multi-unit franchisees to ensure network growth (the first multi-unit franchisees may also
leave the network). Finally, from the age of 36 years, the multi-unit franchise share rises
regularly again to reach 22.22% for the oldest networks. Franchisees who have been recruited
during the second period may themselves become multi-unit franchisees during this maturity
stage. In the last chapter, this wave phenomenon will be further discussed as it may perhaps
imply that multi-unit franchising may show transient characteristics.
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The second rate, MUF 2, which represents the average number of units per franchisee, shows
few differences between the various age groups. For the youngest networks, 1 to 5 years, the
MUF 2 rate is 1.23 unit per franchisee as against 1.47 for the 21 to 25 years age group.
Figure 3.10 – MUF 2 rate by network age

Relatively few variations are found in the MUF 2 rate before 40 years of operations. For the
oldest networks (> 40 years), however, the number of units per franchisee grows
considerably: the MUF 2 rate is 1.86 for the 41-45 years old group and 1.81 units for the
oldest group. These figures mean that, on average, a franchisee owns a greater number of
units when he is part of an experienced network than when he joins a younger network in its
launch or growth period. It is equally worth noting that very few networks under 30 years of
age experience a MUF 2 rate over two units whereas this is a frequent phenomenon in the
networks over 30 years old.
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The average size of a multi-unit franchisee's mini-chain also changes depending on the age of
the network.
Figure 3.11 – Average size of mini-chain by network age

For a few young networks, mainly in the services category, the average size of the mini-chain
may exceed three units per multi-unit franchisee. Overall, however, the average number of
units varies between 2.5 and 3 during the first 30 years of operation (2.47 units on average for
the 16 to 20 years age group and 3.07 for the 1 to 5 years age group). The ratio then increases
from the 31-35 years age group. The mini-chain size averages 4.38 units for the 31-35 years
old networks. This average size even increases to six units per multi-unit franchisee for the
41-45 years old networks.
As we stressed in the introduction to this report, multi-unit franchising appears early in the
network life cycle. This overview clearly shows that multi-unit franchising is now a
development tool used by very young networks. Multi-unit franchisees thus increase the
number of units they own as networks become more experienced, as the MUF 2 rate and the
mini-chain average size indicate. At the same time, however, the proportion of multi-unit
franchisees compared to that of single-unit franchisees appears to vary at different stages in
the life cycle of the franchising network.
These results call into question the link between network age and turning to multi-unit
franchising as a growth strategy.
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Network size can also be linked to using multi-unit franchising as a growth strategy.
To analyze network size, company-owned units and franchised units are considered in order
to account for the overall size of the network. In the present sample, the overall network size
varies between 2 and 900 units for an average network size of 85 units (26 company-owned
units and 59 franchised units). As for other characteristics, the network size was linked to the
three indicators for multi-unit franchising.
Although the MUF 1 rate fluctuates considerably within the same network size, the proportion
of multi-unit franchisees increases when the network size increases.
Figure 3.12 – MUF 1 rate by network size

This linear pattern shows a constant and regular increase of the proportion of multi-unit
franchisees in the network as the size of the network increases. The linear pattern ranges from
about 6% for the small networks of fewer than 10 units to over 35% for the networks of over
500 units. Generally, the bigger the overall network size, the more the multi-unit franchisees
represent an important segment of the network members.
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The average MUF 2 rate, which represents the average number of units owned by a franchisee
in the network, also shows a link between the rate and the overall network size.
Figure 3.13 – MUF 2 rate by network size

There are a few important differences among networks with the same number of units in the
network or with atypical behaviors such as, for instance, a food trade network with over 300
units with an 85% MUF 1 rate and a MUF 2 rate of 7.20 units per franchisee. The linear trend,
however, can smooth fluctuations out and shows that the MUF 2 rate increases in parallel to
the network size growth. This rate is close to 1 for the small networks, which suggests no or
little use of multi-unit franchising, and it is on average close to 2 units per franchisee in the
bigger networks which include several hundred units.
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As far as the average size of the mini-chain is concerned, a few exceptional cases stand out in
the sample.
Figure 3.14 – Average size of mini-chain by network size

For instance, there are small networks with only one franchisee operating as a multi-unit
franchisee and who owns all the franchised units in the network. In a few isolated cases
among the bigger networks, the mini-chain average size is 15 or 16. Despite these variations
regarding the size of multi-unit franchisees, however, the linear pattern shows an increase in
the mini-chains size in parallel with the overall network size. Overall, the largest mini-chains
can be found in the largest networks. The mini-chain size is roughly 2.5 units, on average, for
small networks, and it can grow up to 3.75 units, on average, for networks that include several
hundred units.
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The rate or degree of plurality represents the weight of the franchised units with respect to the
weight of the company-owned units in a network. This rate is close to 0 for networks with
very few franchisees and to 100% for networks including franchisees almost exclusively. In
the reference sample of 357 networks, the average rate of plurality is 70%, which means that,
on average, 7 units out of 10 in the network are franchised units. The networks under
consideration thus use mainly franchising in order to expand. Only 5 networks show a mixedmode rate of less than 10% while over 50 networks show a mixed-mode rate close to 100%.
As with all other characteristics, it is important to examine the multi-unit franchising
indicators in the light of the rate of plurality in this overview. One should note, however, that
among the networks with a very low degree of plurality (fewer than 10% of franchised units
among all the brand units), one of the five networks comprises mainly multi-unit franchisees
with a MUF 1 rate of over 69%. The presence of this network in the sample for analysis
according to the rate of plurality considerably modifies the data for the category of franchisors
with a rate of plurality between 0 and 10% and can thus account for the high results of multiunit franchising for the whole category of franchisors having a rate of plurality between 0 and
10%. This is why the category concerning the rate of plurality of less than 10% is not
included in the present analysis. In contrast, a well-defined pattern emerges from the category
of 11% to 20% rate of plurality.
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The average MUF 1 rate for the whole sample is 21.18%, but there are substantial rate
variations according to the weight of franchised units compared to company-owned units.
Figure 3.15 – MUF 1 rate by rate of plurality

In networks with fewer franchised units than company-owned units, the proportion of multiunit franchisees is lower than 20%, generally situated between 15% and 18%. As soon as the
networks’ rate of plurality exceeds 50%, the MUF 1 rate rises sharply. The MUF 1 rate grows
to nearly 30% for networks with a rate of plurality between 51% and 60% and soars to
35.57% for networks with 61% to 70% franchised units. The average proportion of multi-unit
franchisees drops only when the rate of plurality reaches 70%. In those categories with a rate
of plurality between 71% and 100%, the average MUF 1 rates are 19.74%, 17.87%, and
17.71% respectively. On average, the proportion of multi-unit franchisees in a network is thus
highest for those companies with 50% to 70% franchised units.
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A number of features could help account for this link between rate of plurality and MUF 1
rate. In networks making relatively little use of franchising (i.e., with a rate of plurality of less
than 40%), the various franchising development formats (including MUF) are seldom
investigated, and the focus is placed on the acquisition of company-owned units. In networks
with a much higher rate of plurality (i.e., over 70%), franchisors seem to favor a type of
“standard” view of franchising (i.e., one unit = one franchisee). Single-unit franchising may
indeed be the preferred development format from the creation of these networks. Considering
these two groups of franchisors, however, it would appear that those with a rate of plurality
between 40% and 70% show interesting characteristics. These franchisors appear to be the
most willing to diversify their development formats to grasp opportunities as and when they
emerge: they choose to manage certain units as company-owned, to recruit new franchisees,
and to grant additional units to existing franchisees.
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Regarding the next rate of multi-unit franchising, which represents the average number of
units per franchisee in a network, the analysis also reveals substantial peaks for those
networks having between 50% and 70% franchised units.
Figure 3.16 – MUF 2 rate by rate of plurality

Whereas the average MUF 2 rate is 1.52 for the whole sample, this rate does not exceed 1.40
for those networks having less than 40% or more than 70% franchised units. For those
networks with between 51% and 60% franchised units, each franchisee, on average, owns
1.72 units. For those networks with a rate of plurality of 61% to 70%, the average number of
units per franchisee is 1.81.
When analyzing both multi-unit franchising rates, that is, the proportion of multi-unit
franchisees in the network and the average number of units owned by each franchisee, the
following conclusion emerges: multi-unit franchising appears to be favored more by
franchisors choosing a rate of plurality between 50% and 70% than by the other franchisors.
The link could result from the diverse development formats selected by this category of
franchisors.
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The size of a mini-chain managed by a multi-unit franchisee may also be related to the
network rate of plurality. For the whole sample, the mini-chain average size is 3.47 units per
multi-unit franchisee.
Figure 3.17 – Average size of mini-chain per rate of plurality

The average size of the most important mini-chain (3.84) is found for the category of
franchisors that have franchised between 41% and 50% of their network. This mixed-mode
category includes the greatest number of units owned by multi-unit franchisees. Whereas the
mini-chain average size varies in networks comprising less than 40% franchised units, this
size diminishes regularly from the figure of 50% franchised units in the network. With respect
to the MUF 1 and MUF 2 rates, the linear downward trend supports the decrease in the
average size of the mini-chain accompanied by the increase in the rate of plurality of the
franchised network.
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The last feature to be related to the multi-unit franchising indicators is the franchise contract
term. In the sample under consideration, the contract term varies from 1 year (for one network
only) to 20 years (also for one network). Most networks (86% of the sample) offer a contract
term ranging from 5 to 9 years. The average contract term is 6 years.
For the sake of clarity, the analysis does not take into account the two extreme cases
mentioned above. The 1-year contract and the 20-year contract networks represent 48 and 20
units respectively, and neither includes multi-unit franchisees. The five networks with a 2year contract (3 networks) or a 12-year contract (2 networks) show atypical behaviors. The
MUF 1 rates are exceptionally high (48%, 50%, and 67%) for three of the five networks,
which could effectively distort the analyses regarding the contract term. Hence, these five
networks were also excluded from the analyses. Excluding networks at both extremes (1- and
2-year contracts on the one hand and 12- and 20-year contracts on the other) means that 98%
of the networks in the sample were included in the following analyses.
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The examination of the MUF 1 rate, which represents the weight of multi-unit franchisees
within the whole group of franchisees, reveals that the networks that offer the longest
contracts are also those that include the highest proportion of multi-unit franchisees.
Figure 3.18 – MUF 1 rate by contract term

Multi-unit franchisees are of considerable weight in those networks offering contracts of 9
and 10 years (25% and 24.69% respectively). In the largest group of networks offering 5- to
9-year contracts (i.e. 86% of all the networks in the study), only those franchisors offering a
7-year contract have, on average, a proportion of multi-unit franchisees lower than 20%.
Moreover, the linear pattern shows the increase of the proportion of multi-unit franchisees in a
network which corresponds to the increase of the contract term.
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The MUF 2 rate, that is, the average number of units per franchisee, is the highest for those
networks offering 3-year contracts (1.54 units), 9-year contracts (1.60 units), and 10-year
contracts (1.56 units).
Figure 3.19 – MUF 2 rate by contract term

As with the MUF 1 rate (percentage of multi-unit franchisees in a network), the networks
under 9- or 10-year contracts are those for which franchisees own, on average, the highest
number of units. The lowest rates are found in groups of franchisors that offer 4-year
contracts (1.15 unit per franchisee) and 7-year contracts (1.23 unit per franchisee). The linear
pattern also shows a slight increase of the average number of units per franchisee
accompanying the increase of the franchising contract.
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With respect to the mini-chain average size, the group of networks offering a 3-year contract
appears to include the largest mini-chains (5.69 units on average per multi-unit franchisee).
Figure 3.20 – Average size of mini-chain per contract term

Out of the 15 networks offering a 3-year contract, half do not include any multi-unit
franchisees and, for one network only, the mini-chain average size presents over 15 units. It
must be highlighted, however, that this constitutes an exceptional case. The category of
networks offering a 3-year contract appears to be significant, but this conclusion needs to be
qualified since, without the above-mentioned network, the mini-chain average size would be
about 3 units per multi-unit franchisee. In this case, the mini-chain average size would be the
smallest for the networks offering 6- or 7-year contracts and the largest for the networks
offering 4-, 9-, or 10-year contracts. Should the atypical network with a mini-chain average
size of 15.17 be omitted from the analysis, the linear pattern would be almost nil in regards to
the mini-chain average size analysis in terms of the franchising contract term.
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In order to fine-tune this portrait of multi-unit franchising and to shed light on the decisionmaking process within those networks that resort to multi-unit franchising as a growth
strategy, a series of centered interviews were conducted. These interviews brought greater
understanding of multi-unit franchising by adding information regarding its development
conditions and revealing the motives and constraints that lead franchisors to choose it (or not)
to expand.
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During the qualitative interviews, the various actors spontaneously dealt with the topic of
multi-unit franchising development. Their comments bring, on the one hand, greater
understanding of the decision to grant several units to one franchisee and, on the other hand,
the opportunity to discuss the issues regarding the management of a network comprising
multi-unit franchisees.
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Several franchisors justified their choice of multi-franchising by simply explaining that it is an
option that guarantees network growth: “A brand that grows is a brand that is alive, and a
brand that has stopped growing is a brand that is dying.” Multi-unit franchising is thus seen as
a driver of network growth: “For us, it's wonderful. Why? Because it speeds up development
... It is much easier to open a new shop with an existing partner rather than with a new one.”
Several franchisors are thus attracted to the multi-unit franchising option because it ensures
rapid and relatively easy growth. One franchisor explains that “by developing the operator
rather than investor profile, we have developed vocations, and we have people who, among
the last 10 partners we recruited and accepted last year and to whom we granted a site, there
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are now 9 of them with whom we are working on the development of a second [site] ... there
is a real commitment to growth.”
For some franchisors, multi-unit franchising development is part of a strategic vision of the
network which is “obvious” from the beginning of the network: “When we grant a site to a
franchised partner, we are already thinking about the second, the third, the fourth site we
could grant him ... we look for people who will operate several sites” says a franchisor.
Another states, “from the beginning, we give priority to partners who look for several [units].”
Several franchisors thus stress the forward-looking nature of multi-unit franchising,
emphasizing that it is important to think about multi-unit franchising from the beginning of
the franchising development if, in the end, the network wishes to open several hundred units:
“We look for multi-site operators. For us, today, it is impossible, in the end, if we have 400,
say, 500 restaurants, to have 500 franchisees. You cannot manage a franchisee network with
so many people. ”
Multi-unit franchising is thus a network’s management tool for the franchisor: “In terms of
management quality, if you have 500 people, you can’t get to know everyone. It’s no longer
possible ... That’s why franchising with 500 or 600 different partners is inconceivable.”
For other franchisors, the choice of multi-unit franchising was made gradually, as the network
developed, and following the request made by the franchisees. One of the managers
explained, "There wasn't any real strategic intent, though we must admit that we anticipated
the possibility to enable applicants to own several shops ... it has really come from the
franchisees, this demand."
The choice of multi-unit franchising expansion can also be accounted for by the scarcity of
reliable franchising applicants, hence the desire to "optimize" the franchisees already
operating in the network. One franchisor explains that a good franchisee "is hard to come by
... and with some, things have gone very well since we're talking of a well-known franchisee
who now has seven outlets."
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Given the complexity of networks operating with single-unit franchisees, multi-unit
franchisees, and internally employed managers for company-owned units, a number of issues
arise regarding the management of such networks. These issues relate to:
-

the quality of the franchisor-franchisee relationship;

-

the criteria for selecting and granting a new unit;

-

securing franchisee loyalty;

-

the optimal number of units per franchisee;

-

the geographical dispersion of units.

When comparing single-unit franchisees to multi-unit franchisees, franchisors generally assert
that there is no difference in the franchisor-franchisee relationship, or that "the aim is that it
should be the same," regardless of the franchisee status. One franchisor explains that there are
no preferential advantages for franchisees who own several outlets: "There's no discrimination
... whether we grant to an existing partner or a new one, the price of the deal will be the
same"; or, relating to the franchisor-franchisee relationship: "It is the same. We deal with a
franchisee ... I see them all as equal."
In some networks, however, a few differences may arise in terms of discounts for purchases
or for the network operations. One of our interviewees thus explains that the conditions are
"identical in contractual terms or royalties ..." The relationship is not different, says one
franchisor, but "the operations are a bit different since one does not know whether one should
be dealing with the franchisee or with the outlet manager. In contrast, another franchisor
admits to applying “decreasing entry fees since there are things that one just does not do.
Obviously, we're dealing with someone who's experienced, so assistance is necessarily less
important ... you don't want to do less, but there are things that are already known.”
As regards the franchisees' profile, some franchisors believe that a multi-unit franchisee is
"more entrepreneurial, almost by definition" than a franchisee that chooses to operate one unit
only: he has more of an entrepreneur spirit "because he is searching for more analyzing, more
logic, greater optimizing. The one who sticks to one shop only will look after it, but he's more
concerned with enjoying himself."
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Franchisors do seem to practice transparency regarding multi-unit franchising development as
most franchisees are given advanced knowledge of the conditions required for the
development of several units: "they know the conditions in advance ... these depend on the
logical assumptions of business development ... it's what's expected of a franchised
entrepreneur." The financial and commercial success of the first unit is thus a sine qua non for
any negotiation of an additional outlet.
Multi-unit franchising is also a way of encouraging franchisees or rewarding the best network
franchisees, namely the successful owners of one or several units. One franchisor explains his
frame of mind when he decides not to "give" a unit to a franchisee already in place in an area:
"Today, you haven't shown us what you could achieve ... we'd rather open it as a branch" or "a
franchisee who's not doing well, we won't give him the opportunity to develop ..." multi units;
it can thus be considered as a way of "somehow encouraging the franchisee." Yet another
franchisor states that "it's a reward, but they're the ones investing and taking risks ... it's one
way of supporting their effort."
Franchisees are also expected to "prove themselves" before they can even think of opening a
new outlet. To this end, most of the franchisors we interviewed seem to prefer staying clear
from area development agreements and favor opening new outlets successively, based on the
results of the first units. Only one admits to opting for area development agreements and
explains, "after all, we do try to set up a contract from the start, precisely to keep control.
What are you planning to do, how many shops do you plan to open, how soon?"
As far as pluri-unit franchising is concerned, namely the opportunity for a franchisee to
develop several units in different networks, franchisors are clearly reluctant to follow this
strategy. When asked whether they would accept this option, one franchisor answered, "no,
we require exclusive effort from all our partners," and another said, "no ... we're not into
investment franchising at all." Others state they cannot really forbid it, but they believe that "it
is not really compatible with network requirements."
With a view to successfully manage the whole network, the franchisors we interviewed
highlight the importance of limiting the number of units owned by one franchisee. A number
of explanations are given: "If we go beyond a certain number of units, we're at the mercy of
the franchisee's failings. Then, it's up to him to do what we do as branches and find good
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partners to help him"; "As part of the contract, we have limited the number to three shops.
From the start, three and no more"; "We think that the cruising speed, well, we also want to
avoid baronies, as we've seen for other brands, is around five. Afterwards, it all depends on
the partner's intrinsic qualities, his geographic area"; "I don't really want to reject investors,
but I really want people who deliver ... and when you've got many shops, you can't really do
this"; "We'll always aim to keep to, by contract, a maximum ratio, because we don't want one
of our franchised partners to own more than 5% of the network on his own ... we've seen
many networks disappear because the two biggest, or the three biggest franchised partners got
together to create a competing brand."
Limiting the number of units per franchisee is also a matter of geographic dispersion of the
units. One franchisor will limit the distance between outlets owned by the same franchisee:
"We try to be pragmatic, and we believe that one should not spend more than one hour
travelling from one unit to the next; that is, units owned by the same franchisee."
Beyond the distance constraint, another franchisor states he would rather avoid having one
franchisee only in the same big city: "I would never put the same franchisee in the same city. I
know it's not easy ... but I don't want to risk placing a big city on one person only." The
management of the geographic dispersion of mini-chain units thus appears to be an important
issue for franchisors.
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To better understand the motives linked to the multi-unit franchising option, it is essential to
understand the advantages and limitations of this form of development.
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As previously mentioned, the franchisors we interviewed spontaneously list as an advantage
the possibility of developing the network through multi-unit franchising: "What we want is
multi-site partners who will develop and help us develop the brand across France, and through
this development, will also increase their resources and dividends."
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From a strategic point of view, according to one franchisor, the advantage is that one can
“speed up the development” of the network. Multi-unit franchising enables people to “go a lot
faster and position themselves in relation to possible competition by moving in first.” Clearly,
franchisors view the notion of quick development as an important advantage.
Their views diverge, however, regarding the performance of multi-unit franchising compared
to that of single-unit franchising. One franchisor explains: “It can increase performance ... but
the real advantage is that you can add up the profits from each shop, but you can't increase the
profits from each shop just because you've opened three more shops. It's important to tell that
to franchisees because they all think it's the other way round. ” Another franchisor states,
“Initially, [the franchisee] is less successful because he's learning how to be a multi-site
manager and he gets lost, he is searching for automatic responses. Subsequently, however,
pooling ensures greater profitability. It's the pooling of resources, skills, funds, supplies that
leads to performance. ”
Some franchisors also believe that “the issue of profitability” is also interesting for both
franchisor and franchisee. A manager explains, “if there are five shops, you're not going to do
everything five times. You pool resources. It's good for everybody to have several outlets; in a
reasonable amount of time, you can reap the benefits of your effort. ”
Some franchisors appear to believe that the key advantages of multi-unit franchising are more
commercial than financial. Responding to a question concerning the financial advantages of
multi-unit franchising, a franchisor stated, “I don't really see any financial advantage ... it's
more an advantage in terms of skills and territorial networking.”
Transmission of know-how, indeed, appears to take place more easily and rapidly with each
successive unit. Responding to a question concerning the spread of know-how, one franchisor
said, “Yes, now that really is definite. All that effort regarding selection or recruiting is gone
... it's now all about legal stuff, contracts ...”
When a new outlet is opened, another franchisor points out, “there's doubtless greater
understanding of the market from the franchisee,” which can be accounted for by the skills
already acquired for the first unit. He adds, “above all, it's clearly the standardization of skills
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... There's a professional know-how which has been acquired and can immediately be
utilized.”
A number of franchisors also stress the advantages related to the logistics. In a network
bringing important logistics costs, one franchisor explained that “the higher the volume, the
greater the optimization and the greater the reduction ... So, in terms of logistics optimization,
it's worth it. That's the first advantage. ”
It would also appear that multi-unit franchisees accept more easily the changes imposed by
the franchisor. There are fewer conflicts with the franchisor than with single-unit franchisees.
According to a franchisor, “it's a question of security ... paradoxically, they are more tightly
integrated as they own more units ... the bigger they become, the more they fit into the
mould.”
There are also training-related advantages. “There are serious savings regarding training ...
and when the person opened his second shop, he was operationally effective, and the shop
was immediately successful.” Moreover, says another, "the franchisee is experienced, and
when he opens a new shop, he's already got some training, he knows exactly how things
work, what the brand requirements are, and there's a lot of trust involved because when he
wants to open a new shop, it's a reward for us as well ... it brings full recognition to all of us.”
Compared to the development of company-owned units, multi-unit franchising presents some
flexibility in the area of human resource management: “there's necessarily more flexibility
regarding the teams. As the teams are better structured, there are more people, so that means
better dynamics and stimulation.”
It would also appear that it is easier for a franchisor to monitor a multi-unit franchisee than a
single-unit franchisee. One franchisor explains: “Why is it easier? Because the one who owns
one shop, he's in it, so it's much more difficult to tell him that the job is poorly done, you've
got negative feedback regarding reception, because he'll say ‘you must be joking, reception,
that's me’. Whereas the one who owns several shops ... he will say, ‘Good job you've told me!
I'll speak to the teams about the information I've got’.”
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All the franchisors we met agree on one serious limitation regarding the size of a mini-chain
owned by a franchisee. They do not necessarily agree, however, on the optimal ("ideal" as one
of them put it) number of units per multi-unit franchisee.
Franchisors face a serious problem when it comes to determining this number of units.
Baronies and competition issues within the network can indeed arise and affect their choice.
The following testimony illustrates the feelings expressed by several franchisors: " So, we get
to the limit we have discussed, that we think ought to be 4, 5, 6, and then we say he has made
the same mistakes we made ... Why, today, do we want to use franchising to develop the
brand? Because we need operators, managers. And what we found about the first operator
who had 7 sites is that he made the same mistakes we made ... he set up headquarters, miniheadquarters, with a human resources director, an operations manager, a marketing director ...
so he was absent from his outlets ... he was no longer in the field."
Thus, beyond a certain number of units, the competition game is no longer effective: "If we're
in an area with six restaurants ... if I give three restaurants to one franchisee and three to
another franchisee, then each franchisee owns three restaurants. Or, do I give all six
restaurants to the same franchisee? ... They are competing ... the one who's got six, he could
very well reach a comfortable level, and what will drive him to invest in local marketing if
he's happy with what he's got today? Whereas if he's got three only, if each one has three
restaurants ... they will be less well-off, so they will continue to fight to earn even more
money."
Moreover, one franchisor admits to "unconsciously taking into account the weight of a
franchisee in the network, particularly regarding negotiation skills and everyday dealings."
Another franchisor believes that giving a franchisee too many units could also create
management issues for the franchisor as, for him, "the real issue is distance management."
Taking into account the problems linked to the number of units managed by the same
franchisee, franchisors generally prefer restricting the size of the mini-chains in their network.
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The analysis of the qualitative interviews conducted with franchising actors, together with the
overview provided in the first section, enable us to establish a picture of multi-unit franchising
and to understand better why and how some franchisors resort to this form of development.
The following analyses seek to validate empirically many of the intuitions and opinions our
interlocutors expressed.
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We sought to assess the weight of each motive for choosing multi-unit franchising that the
qualitative survey revealed. We also questioned the franchisors about the level of satisfaction
they experienced regarding the strategy they had chosen up until then (i.e., single- or multiunit franchising) and about their intention to pursue it in the future.
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Franchisors (n = 188) were asked to score 10 or so items relating to the advantages of multiunit franchising development on a scale ranging from 1 to 7 (Table 3.3), then to indicate
whether they believed that a franchisee operating several outlets showed higher performance
levels than a single-unit franchisee (Table 3.4).
Growth and geographic dispersion of units are the main advantages of multi-unit franchising
the franchisors indicate. These are also the two features for which the standard deviation is the
lowest, which indicates consensus among the respondents.
The next items are the possibility of cost savings on recruitment and the faster local application
of decisions taken by the franchisor (this latter item corresponds to an observation made by
Bradach (1995) regarding U.S. multi-unit franchising and pertaining to systemwide
adaptability).
Multi-unit franchising is also used to attract candidates into the network. During the interviews,
a few franchisors explained that the possibility of opening several units in the network was
more and more often a negotiating element with candidates wishing to join the network. For
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some franchisees, it is the condition that will enable them to go back to the standard of living
they had before venturing into the franchising business.
Multi-unit franchising also enables franchisors to reward/secure loyalty from existing
franchisees whose performance is satisfactory and who wish to expand.
Table 3.3 - Advantages and disadvantages of developing through MUF

(n = 180)

Standard
deviation
for total
sample
(n= 180)

Mean for
networks
using
MUF
(n= 139)

Mean for
networks
not using
MUF
(n=41)

- …to grow more rapidly

5,45

1,177

5,55

5,12

- …to reward the best franchisees

4,88

1,532

4,91

4,78

- …to better cover our territory

5,47

1,182

5,58

5,07

- …to save on recruiting costs

5,03

1,592

5,01

5,10

- …to attract candidates to the network

4,80

1,479

4,77

4,90

- …to save on monitoring costs

4,40

1,641

4,28

4,80

4,37

1,578

4,27

4,68

- …to more quickly implement franchisor
decisions at the local level

5,07

1,266

5,00

5,29

- …but can represent a risk of loss of power for
the franchisor

4,33

1,660

4,32

4,37

(n = 180)

Standard
deviation
for total
sample
(n= 180)

Mean for
networks
using
MUF
(n= 139)

Mean for
networks
not using
MUF
(n=41)

- …multi-unit franchisees perform better in
terms of sales revenue per unit

4,24

1,277

4,20

4,35

- …multi-unit franchisees perform better in
terms of profitability per unit

4,58

1,342

4,58

4,55

Granting several units to a franchisee allows
us…

Mean for
total
sample

- …to save on franchisee training costs

Table 3.4 - Multi-franchising & performance

Compared to single-unit franchisees…

Mean for
total
sample
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The lowest scores were awarded to the possibility for franchisors of using multi-unit
franchising to achieve economies relating to monitoring costs and franchisee training costs,
though this result appears counter-intuitive. In fact, the mean score for both these items is
considerably superior to 3.5 out of 7. Moreover, there is a high dispersion level among
respondents (standard deviation of ! 1.57).
The ability to promote unit performance in terms of both sales revenue and net income per
unit is one of the advantages franchisors also indicated. This result confirms the statements
made by franchisors during the qualitative stage of this research study. Indeed, multi-unit
franchising enables the franchisee to achieve economies of scale through resource pooling,
which spreads the costs over several units. Conversely, the sales revenue variable appears to
depend on many other factors than unit number alone.
Finally, the risk of seeing multi-unit franchising shift the balance of power from the franchisor
to the franchisee does not seem to worry franchisors. The score for this variable is relatively
low, although this variable is also the one showing the highest standard deviation. The
diverging opinions can be accounted for by perception differences arising from the degree of
multi-unit franchising in a network but also from the quality of the relationships with existing
franchisees.
The subsample analysis shows a number of interesting results. Those networks that have not
yet turned to multi-unit franchising believe less in this option to expand rapidly and cover the
national territory. In contrast, they believe more in multi-unit franchising to achieve
economies in terms of recruiting and training costs. Experience puts these advantages of
multi-unit franchising into perspective. Networks already using it to expand are thus less
inclined than non-users to grant it a positive effect in terms of economies.
A principal component analysis (PCA) was carried out on the preceding 11 items so as to
reveal the main explanations for turning to multi-unit franchising in order to expand.
The component matrix after rotation is shown in Table 3.5.
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Table 3.5 – Component matrix after rotation
1
- quicker growth

,803

- reward best franchisees

,745

- better cover territory

,811

Component
2

- savings in terms of management costs / network control

3

,839

- savings on franchisee training costs

,903

- better performance in terms of sales revenue per unit

,929

- better performance in terms of profitability per unit

,912

Extraction method : Principal component analysis. Rotation method : Variation with Kaiser normalization.
Rotation convergence in 6 iterations.

Three components stand out, which could be interpreted as the three main advantages
franchisors seek through multi-unit franchising development:
-

strategic growth: to grow through territorial covergae and relying on the best;

-

economies of scale: to spend less (or not more) both upstream (training) and
downstream (monitoring);

-

performance: to obtain higher results through economies of scale and resource
pooling.
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Despite these advantages, not all networks have chosen to use multi-unit franchising to
expand. We asked franchisors to tell us:
-

whether they were satisfied with their development strategy choice (Table 3.6);

-

what their intentions were in this respect for the next two years (Table 3.7).

75

Table 3.6 – Level of satisfaction with MUF decision
n12

Mean

Standard
deviation

If you already use MUF to develop your system, are you
satisfied with this decision?

138

5,34

1,270

If you do not yet use MUF to develop your system, are you
satisfied with this decision?

32

4,44

1,243

Table 3.7 – Intentions to develop using MUF in the next two years13

Intention
NO
YES by sequential growth
YES by ADA
DO NOT KNOW
Total

Networks
not yet using
MUF
10
16
9
8
43

%

Networks
already using
MUF

%

23,2
37,2
20,9
18,7
100,0

19
88
20
12
139

13,6
63,3
14,4
8,6
100,0

The main observation arising out of this line of questioning is that networks that have already
used multi-unit franchising to expand are more satisfied with their choice than those that have
not done so to date. This observation is in line with the preceding analyses that suggest that
franchisors consider multi-unit franchising as a development strategy that has more
advantages than disadvantages. Furthermore, a greater number of them wish to continue along
this path: 77% of them intend to continue with multi-unit franchising vs 57% of single-unit
franchising networks that think they might turn to multi-unit franchising in the next two years.
It is also worth noting that it is those networks that do not yet use multi-unit franchising that
believe they will rather favor an area development agreement strategy in the future. The issue,
then, is whether it is for them a matter of catching up.
We thus assessed the average growth rate of franchising networks over the last three years
(2008-2011) according to the development strategy they intend favoring over the next two

12

24 questionnaires were not included in the response analysis either because the networks responded
to both questions or because they responded to none..
13
Networks that reported favoring both strategies simultaneously were entered in each category.
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years (without distinguishing networks already using multi-unit franchising or not). The
results are shown in Table 3.8.
Table 3.8 – Network growth and intentions to use MUF
Preferred strategy
NO
YES by sequential growth
YES by ADA
DO NOT KNOW
Total

Average franchise
growth rate %
- 2,13
5,26
3,99
2,83

Number of
respondents
27
100
28
17
172

%
15,7
58,1
16,3
9,9
100,0

While it is not possible to fine-tune the analysis by, for instance, comparing the response type
according to the strategy chosen over the 2008-2011 period, we can nevertheless indicate that
it is those networks that are less inclined to favoring multi-unit franchising over the next two
years or that have not decided yet (i.e. the NO or DON'T KNOW responses) that have met
with the lowest growth rates over the recent period.
Conversely, those franchising networks that think they will favor the multi-unit
franchising option in the next two years are those that have met with the highest growth
rates. These observations suggest the existence of a virtuous cycle between multi-unit
franchising and network growth, which will be confirmed later.
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The theoretical framework of our research hypothesizes that using multi-unit franchising in
order to expand offers a franchise system:
-

faster growth (H3a)

-

a wider geographic dispersion of its units (H3b)

-

a higher level of systemwide adaptation (H3c)

-

a higher level of system uniformity (H3d)

On the other hand, multi-unit franchising may be related to a lower level of system local
responsiveness (H3e).
As far as performance is concerned, multi-unit franchising development can
-

lead to higher economic performance (H4)

-

increase the value of the system's brand image (H5)

-

reduce monitoring costs (H6)

Section 1 presents the research sample (sector breakdown and respondents' characteristics).
Section 2 presents the results of the test of the franchisor research model (the "consequences"
aspect of multi-unit franchising).
Section 3 presents the results of a multi-group analysis that identifies the multi-unit
franchising rate at which the competitive advantages and economic performance are the
highest.
Section 4 highlights the results of the franchisee model.
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Table 4.1 – Sample x sector
Sector
Clothing and personal accessories
Household goods
Food trade
Other retailing
Automotive services
Construction and energy
Hairdressing and beauty
Other personal services
Business assistance services
Hotels
Quick service restaurants
Table/full service restaurants
Real estate
Travel
Total

n
19
19
19
19
10
16
20
20
12
5
9
12
7
1
188

%
10,1
10,1
10,1
10,1
5,3
8,5
10,6
10,6
6,4
2,7
4,8
6,4
3,7
0,6
100,0

Table 4.2 – Sample characteristics
Variable

n

%

mean

mini

maxi

Age

-

-

17,74

2

91

Number of company-owned units

-

-

32,16

0

420

Number of franchise units

-

-

65,11

1

900

Percentage of franchise units

-

-

76%

0%

100%

154
34

81,9%
18,1%

-

-

-

78
110

41,5%
58,5%

-

-

-

95
93

50,5%
49,5%

-

-

-

Single/multi brand
- Part of a single-brand system
- Part of a multi-brand system
Type of franchise 1
- Product franchise
- Service franchise
Type of franchise 2
- Repeat purchase
- Non-repeat purchase
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Table 4.3 shows the results of the test of the franchisor model.
Table 4.3 – Test of franchisor model
Dependent variable : Rate of MU

Coefficient

Sig.

Franchisor’s financial capacity

0.005

0.31

Number and quality of applications

0.021

0.02

Importance of local market knowledge

-0.029

0.00

Franchisor’s specific investments

-0.011

0.26

Environment uncertainty

-0.003

0.41

Behavioral uncertainty

0.040

0.00

CONTROL VARIABLES
Product vs service franchise
Repeat vs non repeat purchase
Multi-brand system
Age of system
Percentage of franchise units
Size of system (company outlets + franchises)

0.036
0.009
0.107
-0.001
-0.141
0.001

0.06
0.36
0.00
0.22
0.01
0.00

Coefficient

Sig.

System growth

13.587

0.09

Geographic dispersion of units

25.437

0.04

Systemwide adaptability

-0.839

0.19

Uniformity within the chain

0.334

0.28

Local responsiveness

0.097

0.39

Economic performance

0.154

0.04

Brand value

0.499

0.16

Monitoring costs

-0.114

0.02

Independent variable : Rate of MU
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As we hypothesized, there is a positive and significant link between the multi-unit franchising
rate of a network and its growth rate as measured through the percentage increase in the
number of franchised units over the last three years (13.58; 0.09). This study thus reproduces
the findings found in preceding studies (Kaufmann & Kim, 1994; Kaufmann & Dant, 1996),
which also confirms the intuitions articulated by the franchisors during the qualitative stage of
this research.
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The results (25.43; 0.04) show that the choice of multi-unit franchising as a development
option promotes better coverage of the national territory. It is thus a strategy which enhances
geographical network dispersion, and therefore the system’s presence in the territory as an
image carrier.
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Bradach (1995) suggested that multi-unit franchising promotes a network's capacity to adapt
to changes in its environment. Bradach argued that it is easier for the franchisor to “sell”
changes and innovations to a multi-unit franchisee whose units are concentrated rather than to
single-unit franchisees scattered over the territory. Our results (-0.839; 0,89) do not verify this
hypothesis, however, and suggest rather that a network's multi-unit franchising rate is not
linked to a higher adaptation capacity.
Those results might simply indicate that franchisees operating several outlets, in the end, are
not easier to convince. They usually possess greater business knowledge, and their size
renders them less susceptible to their franchisor's threats should they refuse to introduce the
required modifications (Bradach, 1995).
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Results also show the absence of a significant difference (0.334; 0,28) between single- and
multi-unit franchising in terms of network uniformity (the degree of uniformity as measured
through the level of franchisees observing franchisor instructions).
These results do not verify the hypothesis made, which nevertheless corresponds to Bradach's
(1998) proposition for U.S. franchises. The author himself recognized the counter-intuitive
aspect of this proposition since it is possible to think that a multi-unit franchisee is likely to
duplicate the franchisor's behavior in the mini-chain (which is what the qualitative interviews
suggested), thus contributing to a homogeneity of practices.
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A network that is mainly composed of single-unit franchisees should “react” more rapidly
locally than a network composed of multi-unit franchisees whose operations are more
institutionalized. Moreover, since multi-unit franchisees are less close to their units, hence
their local market, they should be less aware of what is happening in terms of local
competition.
The test results (0.097; 0.39), however, do no validate Hypothesis H3e.
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Multi-unit franchising leads to higher economic performance of the network (0.154; 0.04).
One could conclude that franchisors - most of whom use a sequential strategy - allow only
their best franchisees to own many units, which certainly contributes to the reinforcement of
the whole system performance.
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One surprising result is the absence of any link between multi-unit franchising and the value
of the network's brand image (0.499; 0.16). As multi-unit franchising development affects the
network territorial coverage, which itself has a positive and significant link with the network’s
brand image, one might conclude that there is a link that is indirect and mediated through the
network's visible presence in most of the national territory.
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We hypothesized that multi-unit franchising development should lead to a reduction of the
franchisor's monitoring costs. This corresponds to the results obtained (-0.114; 0.02). This is
the third key competitive advantage of multi-unit franchising, together with growth rate and
territorial coverage.
All those results thus lead to the conclusion that multi-unit franchising development is a
relevant strategy, first because it is a development option that brings higher growth and
territorial coverage, and second because it engenders higher economic performance and
leads to economies in monitoring costs.
This conclusion, however, raises the question of the optimum rate of multi-unit franchising
within a network. This issue is explored in the next section.
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We sought to identify whether there was an optimum rate of multi-unit franchising, namely a
rate offering higher “returns” (as one franchisor put it) for each of the variables previously
examined.
We divided our sample of 178 respondents14 into five groups of similar size:
-

Group 0 : networks with no multi-unit franchisee (44 networks)

-

Group 1 : networks with up to 7.65% multi-unit franchisees (33 networks)

-

Group 2 : networks with 7.65% to 16.25% multi-unit franchisees (34 networks)

-

Group 3 : networks with 16.25% to 28.8% multi-unit franchisees (34 networks)

-

Group 4 : networks with over 28.8% multi-unit franchisees (33 networks)

A means test was then carried out to check whether those groups showed significant
differences regarding each of the variables under investigation (Table 4.4).

14

We included those networks for which we had full data for each of the target variables.
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Table 4.4 – Tests of difference between group means
Dependent variable

Geographic dispersion of units

Uniformity within the chain

System growth

Local responsiveness

Systemwide adaptability

Economic performance

Brand value

Monitoring costs

Group

Mean

Sig.

0
1
2
3
4
0
1
2
3
4
0
1
2
3
4
0
1
2
3
4
0
1
2
3
4
0
1
2
3
4
0
1
2
3
4
0
1
2
3
4

14.364
39.053
36.087
29.560
39.160
4.964
5.242
5.539
5.672
5.232
.269
2.674
2.871
.802
11.488
4.197
3.930
3.783
3.827
3.907
5.159
5.000
5.120
5.430
4.990
4.152
4.474
5.159
4.973
4.680
4.943
5.013
5.337
5.220
5.230
.245
.105
.167
.133
.233

0,00

0,04

0,16

0,55

0,73

0,05

0,59

0,07
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A significant difference of 0.10 emerged (given that we can halve the value when testing the
effects of multi-unit franchising, namely one part of the model only).
This implies that the effects of multi-unit franchising vary according to the multi-unit
franchising rate of the network. The multi-group analysis thus reveals a link between the
multi-unit franchising rate and the network uniformity level; this link was not apparent when
networks were not divided according to their percentages of multi-unit franchisees.
The following five analyses show in diagrammatic form the path for each variable and reveal
significant differences according to the multi-unit franchising rate of the network.
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Group

In recent years (2008-2011), those networks most developed into multi-unit franchising have
shown the highest growth in terms of number of franchised units.
This means that if franchising growth is the main goal of the system, franchisors need to turn
to multi-unit franchising in order to expand. The “over 28.8% rate” is thus a minimum rate
rather than a maximum rate.
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Group

We observe that all groups show a relatively high level of geographic dispersion of units
immediately after the network starts deploying multi-unit franchising. The number of
départements covered by the brand then increases threefold, going from 14 to 39
départements.

The number then stabilizes (around 35 to 40 metropolitan départements on

average), regardless of the brand's multi-unit franchising rate.
As for the network growth rate, with which it is correlated, the territorial coverage changes
slightly for those networks with a multi-unit franchising rate between 16.25% and 28.8%.
These observations lead to the conclusion that there is a minimum rate of multi-unit
franchising rather than an optimum rate.
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Group

It is only from a high multi-unit franchising rate (beyond 16.25%-28.8%) that the network
appears less able to enforce franchisee adherence to the directives given by franchisors. There
is indeed a sharp drop in the average level of uniformity for networks with a multi-unit
franchising rate over 28.8%.
This implies that a network that values uniformity will ensure it does not go beyond a 25%
rate of multi-unit franchisees.
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Group

Beyond the threshold of 25% multi-unit franchisees, the monitoring costs increase, whereas
up to that point, they had decreased as the multi-unit franchising rate was increasing.
These figures suggest that franchisors revert to higher management costs beyond a certain
multi-unit franchising rate. They may no longer rely on their multi-unit franchisees to control
their mini-chains on their own (remembering that the multi-unit franchising rate and the minichain size will increase with the network size).
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Group

The previous results are somehow condensed into the network's economic performance level.
This level is higher for those networks showing a multi-unit franchising rate between 7.65%
and 16.25%. It then decreases slowly, while remaining higher than for single-unit franchising.
All this implies that performance does not stem solely from the increase in the number of
units in the network, but also from its quality (uniformity) and management (monitoring
costs).
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These results, then, suggest that there is no optimum multi-unit franchising rate but, rather,
different minimum or maximum rates that vary.
Should the franchisors favor network growth and territorial coverage, multi-unit franchising
seems to be the appropriate option in order to expand. This option will bring time savings to
make new units operational and promote thus faster growth. The highest possible rate of
multi-unit franchising is then recommended.
Should multi-unit franchising be a development strategy designed to reduce monitoring costs,
the results show that the lowest monitoring costs are found when the rate of multi-unit
franchisees falls between 20% and 25%. Beyond, the network would lose the advantages
brought by giving multi-unit franchisees the control of several units. It would have to bear
high monitoring costs again because it would appear that beyond this rate, franchisees are less
willing to follow their franchisor’s instructions.
The multi-group analysis thus demonstrates a clear opposition between growth and territorial
coverage on the one hand and network uniformity and monitoring costs on the other.
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The results shown above are based on franchisors’ answers. We noted that several of our
hypotheses relating, among others, to the ability of multi-unit franchising to promote the
network's systemwide adaptation or to reinforce the value of its brand image, were not
verified. We then questioned franchisees to establish whether their behavior or attitudes
confirmed those results.
We thus sought to establish whether multi-unit franchisees:
-

present a higher uniformity (h3a)

-

respond more slowly to local changes (h3b)

-

encourage systemwide adaptation (h3c)

-

have a higher performance in terms of average sales revenue per unit (h4a) and of
average net result per unit (h4b)

-

value higher their network brand image (h5)

-

are less opportunistic (h6)

We tested these hypotheses by comparing the answers of single-unit franchisees (single single
single) to those of multi-unit franchisees and then dividing the latter into three profiles:
-

franchisees operating several outlets in the same network (multi single single) ;

-

franchisees operating several outlets of different brands owned by the same franchisor
(multi multi single) ;

-

franchisees operating several outlets of different brands owned by different franchisors
(multi multi multi).

We will begin with a detailed description of the characteristics of the respondent sample.
We then provide the tests results for hypotheses h3a to h6.
Finally, we establish whether there is an optimum rate of multi units from the franchisees'
point of view.
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Table 4.5 – Sample x sector
Sector
Clothing and personal accessories
Household goods
Food trade
Other retailing
Automotive services
Construction and energy
Hairdressing and beauty
Other personal services
Business assistance services
Hotels
Quick service restaurants
Table/full service restaurants
Real estate
Travel
Missing information
Total

n
30
36
41
54
16
42
43
76
17
29
11
20
53
3
26
497

%
6,0
7,3
8,3
10,9
3,2
8,4
8,7
15,3
3,4
5,8
2,2
4,0
10,7
0,6
5,2
100,0

Table 4.6 - Ventilation sectorielle des répondants par type
Sector
Clothing and personal accessories
Household goods
Food trade
Other retailing
Automotive services
Construction and energy
Hairdressing and beauty
Other personal services
Business assistance services
Hotels
Quick service restaurants
Table/full service restaurants
Real estate
Travel
Total

Single-unit franchisees
63,3 %
77,8 %
78,0 %
75,9 %
43,8 %
86,1%
76,7 %
76,3 %
88,2 %
41,4 %
36,4 %
75,0 %
78,3 %
33,3 %
73,2 %

Multi-unit franchisees
36,7 %
22,2 %
22,0 %
24,1 %
56,3 %
13,9 %
23,3 %
23,7 %
11,8 %
58,6 %
63,6 %
25,0 %
21,7 %
66,7 %
26,8 %
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Table 4.7 – Sample characteristics
single
single
single

%

multi
single
single

Number of franchisees

365

73,4

Age (years)

44,4

Male
Female
Number of years with the
system

Variable

Education
Autodidact
CAP, BP
High school diploma
Technical degree
3 year bachelor degree
4 year bachelor degree
! master degree
Prior experience as an
independent entrepreneur
NO
YES
Mode of development
INCREMENTAL
ADA
BOTH
Mode of management
DIRECT
VIA UNIT MANAGERS
BOTH
Etape du cycle de vie
Honeymoon
Routine
Plateau
Rupture
For life
Intention to open a new unit
within the next 2 years
NO
YES with same franchisor
YES with other franchisor
YES with same + other franchisor
Travel time (minutes)

%

multi
multi
single

88

17,7

-

45,7

224
127

63,8
36,2

5,5
12
36
44
103
45
40
73
247
108

%

multi
multi
multi

%

18

3,6

26

5,2

-

43,3

-

45,8

-

65
21

75,6
24,4

13
5

72,0
28,0

16
8

-

7,1

-

9,4

-

8

-

3,4
10,2
12,5
29,2
12,7
11,3
20,7

9
9
6
20
8
13
21

10,4
10,4
7,6
23,1
9,2
15,0
24,3

3
2
3
1
5
4

16,7
11,1
16,7
5,5
27,7
22,3

1
2
3
4
5
5
4

4,1
8,3
12,6
16,7
20,8
20,8
16,7

49
37

56,9
43,1

12
6

66,6
33,4

11
13

45,8
54,2

69,6
31,4

66,6
33,4

-

-

69
18
1

78,4
20,4
1,2

17
1
0

94,4
5,6
-

23
2
1

88,4
7,7
3,9

-

-

53
16
19

60,2
18,2
21,6

6
7
5

33,3
38,8
27,9

7
11
8

26,9
42,3
30,8

59
47
85
44
118

16,7%
13,3%
24,1%
12,5%
33,4%

9
15
165
9
38

10,3%
17,2%
18,4%
10,3%
43,7%

2
3
6
3
4

11,1%
16,7%
33,3%
16,7%
22,2%

3
2
7
3
9

12,5%
8,3%
29,2%
12,5%
37,5%

221
108
26
10

60,5
29,6
7,1
2.7

40
33
10
5

45,5
37,5
11,4
5,7

7
4
4
3

38,9
22,2
22,2
16,7

8
8
7
3

30,8
30,8
26,9
11,5

20,3

-

46,6

-

46,2

-

86,7

-
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The total sample comprised 497 franchisees, including 365 single-unit franchisees and 132
multi-unit franchisees.

15

It is immediately apparent that age is not a distinguishing factor between single-unit
franchisees (44.4 years old on average) and multi-unit franchisees (45.4 years old). This
confirms the previous observation that there is no link between network age and its use of
multi-unit franchising. Multi-unit franchising "ripens early," whether from franchisors’ or
franchisees’ point of view!
There are fewer women franchisees than men, but gender does not appear to be linked to the
decision of operating one unit only (36.2% of the single single single franchisees are women)
or several units (33.4% of multi multi multi franchisees).
The average longevity in the main network increases with franchisees operating several
outlets, first of the same brand within a network, then of different brands (which could be
taken as a sign of trust from franchisor to franchisee). In contrast, longevity is more limited
for multi-brand multi-network franchisees. This could result from lesser network loyalty
explained by an investment strategy that leads the franchisees to rotate the brands included in
their portfolio.
The professed education level increases with the increase in the number of units, then brands,
in franchisees' portfolios. Thus, 44.7% of single single single franchisees, 48.5% of multi
single single franchisees, 55.5% of multi multi single franchisees, and 58.3% of multi multi
multi franchisees have a higher education degree equal to a minimum of a 3-year bachelor's
degree. Developing a multi-brand mini-chain appears to require complex abilities and skills
reflected in the education level.
Some entrepreneurial experience before launching into franchising, however, seems to be
more of a distinguishing feature of the various categories of respondents, as though the risktaking inherent in operating several outlets is better integrated by franchisees who start a
franchise after some freelancing experience.
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Missing answers explain why the total number of the individuals included in the descriptive or
explanatory analyses is occasionally inferior to 497.
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The development format favored by multi-unit franchisees is sequential franchising, all the
more so in the case of franchisees operating different brands.

An area development

agreement appears to be favored in the case of single-brand multi-unit franchising.
It is also unsurprising to observe that, as the number of units increases, the franchisees shift
from direct unit management to a delegated format, all the more so as they operate several
units of different brands (60.2% of direct unit management for multi single single franchisees
as opposed to 26.9% for multi multi multi franchisees).
When considering the stage of the life cycle of franchisees in their network, it is worth
observing the accumulated percentages. When adding up the numbers of franchisees who are
in "plateau" or "for life" stages, corresponding to network loyalty stages, the first three
profiles are relatively similar (56%, 61%, 55%).
The two sensitive stages are the "routine" (boredom sets in between franchisor and franchisee)
and "break-up" (both know each other well and decide to end the relationship quickly) stages;
again, differences are minimal between the first three profiles (25%, 27%, 32%).
Counter intuitively, it is the multi multi multi franchisees who show the greatest loyalty
(66%), hence those less inclined to end the relationship with their main franchisor (20%).
Some of the previous results are reflected in franchisees' intentions to open a new unit within
the next two years. The more franchisees own a mini-chain, particularly if it is branddiversified, the more they desire multi-unit growth. This would suggest that expansion calls
for expansion. Similarly, it is worth noting that franchisees operating different brands are
primarily the ones who want to continue along that path by adding new brands to their current
portfolio.
Finally, when considering the distribution of franchisees' mini-chains, one notes that the
average trip between the franchisees’ home and the furthest unit shows a twofold increase
(from 20.3 to 46.6 minutes) when the franchisees shift from one to several network units,
whether these are same-brand units or different-brand units in the same network. The time
spent shows yet another twofold increase (from 46.6 to 86.7 minutes) when franchisees
operate units belonging to brands in different networks. As the qualitative interviews showed,
this territorial concentration found for multi-unit franchisees seems to correspond to both the
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franchisors’ desire and the franchisees’ determination because it facilitates the pooling of
resources and helps to reduce monitoring costs.
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In order to assess whether the competitive advantages of multi-unit franchising differed
according to the franchisee profile, we conducted an analysis in three stages:
-

first, we considered whether responses differed significantly between single- and
multi-unit franchisees. For this analysis, we focused solely on franchisees operating
same-brand unit/s (Table 4.8).

-

second, we selected single- vs multi-unit franchisees, regardless of the number and
type of the brands operated (Table 4.9).

-

third, we selected pluri-unit franchisees from among multi-unit franchisees (Table
4.10).

We calculated and then compared the averages of each profile corresponding to all seven
variables.
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Table 4.8 - Tests of difference between single single single vs multi single single
(n = 365 vs 88)
Dependent variable
Uniformity
Systemwide adaptability
Local responsiveness
Sales performance
Profit performance
Brand value
Opportunism

Type of franchisee
single single single
multi single single
single single single
multi single single
single single single
multi single single
single single single
multi single single
single single single
multi single single
single single single
multi single single
single single single
multi single single

Mean
5,213
5,582
4,786
4,816
6,129
6,190
3,151
3,509
2,849
3,291
5,328
5,186
2,234
2,346

Sig.
0,00
0,43
0,29
0,05
0,02
0,24
0,21

Table 4.9 - Tests of difference between single single single vs multi-unit franchisees
[including pluri-unit franchisees] (n = 365 vs 132)
Dependent variable
Uniformity
Systemwide adaptability
Local responsiveness
Sales performance
Profit performance
Brand value
Opportunism

Type of franchisee
single single single
multi
single single single
multi
single single single
multi
single single single
multi
single single single
multi
single single single
multi
single single single
multi

Mean
5,213
5,454
4,786
4,809
6,129
6,169
3,151
3,383
2,849
3,136
5,328
5,203
2,234
2,367

Sig.
0,01
0,44
0,33
0,10
0,06
0,23
0,13
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Table 4.10 - Tests of difference between single-unit franchisees vs multi-unit franchisees vs
pluri-unit franchisees (n = 365 vs 88 vs 18 vs 26)
Dependent variable
Uniformity

Systemwide adaptability

Local responsiveness

Sales performance

Profit performance

Brand value

Opportunism

Type of franchisee
single single single
multi single single
multi multi single
multi multi multi
single single single
multi single single
multi multi single
multi multi multi
single single single
multi single single
multi multi single
multi multi multi
single single single
multi single single
multi multi single
multi multi multi
single single single
multi single single
multi multi single
multi multi multi
single single single
multi single single
multi multi single
multi multi multi
single single single
multi single single
multi multi single
multi multi multi

Mean
5,213
5,582
5,412
5,027
4,786
4,816
5,044
4,602
6,129
6,190
6,206
6,068
3,151
3,509
3,221
3,057
2,849
3,291
3,059
2,636
5,328
5,186
5,216
5,258
2,234
2,346
2,725
2,167

Sig.
0,00

0,41

0,45

0,20

0,08

0,45

0,14

It is worth noting that for practically all variables, the average level increases from the singleunit franchisee profile to the multi-unit franchisee profile.
This conclusion holds for all four profile analyses, except that moving into the multi multi
multi profile presents a difference. The average drops for six out of seven variables and, in
particular, reaches a lower level than the one found for single single single franchisees. It
would thus appear that, on average, multi multi multi franchisees are less successful on the
criteria under consideration, suggesting that having to focus on a high number of different
brands leads to attention dispersion, which then affects results.
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In terms of management, this result may lead franchisors to limit their collaboration with
multi-brand multi-network franchisees. Comparing the mean scores of the different variables,
however, lessens this result partly since significant differences for two variables only
(uniformity and average performance per unit in terms of income) can be observed.
Multi-unit franchising and uniformity (h3a)
As far as uniformity is concerned, there is a significant difference between single-unit
franchisees and multi-unit franchisees: the latter show greater adherence to their franchisor's
instructions. In contrast, means testing shows no significant difference between the three
types of multi-unit franchisees.

Figure 4.1 - Multi-franchise and uniformity

Multi-unit franchising and local responsiveness of franchisees (h3b)
There are no differences between the different types of franchisees regarding this variable.
Multi-unit franchising and systemwide adaptation of system (h3c)
There are no differences between the different types of franchisees regarding this variable.
Multi-unit franchising and performance in terms of average turnover per unit (h4a)
There is a difference between single-unit franchisees and multi-unit franchisees regarding the
variable concerning the average turnover per unit. On average, the turnover is higher for
franchisees operating several outlets.

101

Figure 4.2 - Multi-franchise and sales performance

This result, however, is not reproduced when comparing the three types of multi-unit
franchisees. This could emanate, as pointed out earlier, from the attention dispersion
experienced by franchisees with geographically dispersed units and/or different brands.
It would thus appear that the average turnover growth per unit concerns mainly franchisees
operating same-brand units.

Multi-unit franchising and performance in terms of net income per unit (h4b)
Multi-unit franchisees report an average performance level in terms of net income per unit
that is higher than the average level reported by single-unit franchisees.
Conversely, means analysis shows no significant difference between all three types of multiunit franchisees.
Figure 4.3 - Multi-franchise and profit performance

The latter two results concerning unit performance correspond to the statements made by the
franchisors during the qualitative stage of this study (see Chapter 3). Franchisees who own
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two or three units will, after an initial learning phase, become more effective, thus increasing
business results. They will also become more efficient and obtain economies of scale that will
result in an average net income per unit that is higher than if they owned one unit only.
Understandably, the phenomenon of economies of scale is harder to achieve when franchisees
deal with different brands and even more so when these are owned by different franchisors.
We will observe later, however, that effectiveness and efficiency both drop beyond a certain
number of units.
Multi-unit franchising and value of the brand image (h5)
There are no differences between the different types of franchisees regarding this variable. In
fact, the items included in this variable relate to the satisfaction franchisees express towards
their main brand and their desire to continue the relationship with the franchisor. The absence
of any link thus suggests that multi-unit franchisees, who, as we shall see later in Chapter 5,
have usually invested more in the brand, are expressing neither more nor less loyalty to their
main network compared to single-unit franchisees.
Nevertheless, as with the franchisor model, an indirect link could exist. In particular, the value
of the brand image correlates with the franchisees' performance level, which might suggest
that beyond the number of units owned, it is the economic outcome that affects the value the
franchisees give to the image of their network.
Multi-unit franchising and opportunistic behaviors (h6)
There are no differences between the different types of franchisees regarding their level of
opportunistic behaviors.
This result is worth noting because it highlights that owning multiple units does not
necessarily empower franchisees to adopt different behaviors from what the network is
expecting. Conversely, however, one may also conclude that operating several outlets does
not reduce the risk that they may adopt deviant behaviors.
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We carried out the same type of analysis by distinguishing respondents according to the
number of units they owned.
Indeed, it would be logical to think that the effects of multi-unit franchising differ according
to the number of units that make up franchisees' mini-chains. Consequently, we divided the
franchisees into four groups depending on the total number of units owned, then we carried
out a means test on the different variables, first with franchisees owning one or several units
of the same brand (Table 4.11), and second, with all franchisees (Table 4.12).
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Table 4.11 - Tests of difference between franchisees according to the number of units
possessed (n = 365 + 88)
Dependent variable
Uniformity

Systemwide adaptability

Local responsiveness

Sales performance

Profit performance

Brand value

Opportunism

Number
of units
1
2
3
!4
1
2
3
!4
1
2
3
!4
1
2
3
!4
1
2
3
!4
1
2
3
!4
1
2
3
!4

Mean

Sig.

5.213
5.604
5.307
5.880
4.786
4.801
4.900
4.775
6.129
6.120
6.467
6.150
3.151
3.421
4.183
2.975
2.849
3.236
3.917
2.650
5.328
5.142
5.356
5.167
2.234
2.389
2.400
2.033

0.00

0.49

0.28

0.06

0.02

0.43

0.33
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Table 4.12 - Tests of difference between franchisees according to the number of units
possessed (n = 365 + 132)
Dependent variable
Uniformity

Systemwide adaptability

Local responsiveness

Sales performance

Profit performance

Brand value

Opportunism

Number
of units
1
2
3
!4
1
2
3
!4
1
2
3
!4
1
2
3
!4
1
2
3
!4
1
2
3
!4
1
2
3
!4

Mean

Sig.

5,213
5,383
5,557
5,56
4,786
4,746
4,88
4,92
6,129
6,086
6,413
6,18
3,151
3,314
3,924
3,08
2,849
3,1
3,511
2,89
5,328
5,076
5,449
5,333
2,234
2,467
2,043
2,387

0,05

0,47

0,24

0,10

0,12

0,32

0,14

It is worth noting that:
-

the average for all variables (except opportunistic behavior) increases when the
network goes from 1 to 2, then from 2 to 3 units;

-

a change occurs from the fourth unit: either performance stagnates, or it declines
(except for opportunistic behavior).

However, only three variables show a clear significant difference between the mini-chain
sizes (Table 4.11).
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Multi-unit franchising and uniformity
There is a statistically significant difference (p-value 0.05) of the degree of uniformity
between franchisees depending on the number of units they own. The more units franchisees
own, the more they observe the franchisor's instructions. The same result is obtained if three
groups are compared: 1 unit vs 2 units vs more than 2 units. This result corroborates Bradach's
(1995) assertion regarding the capacity of multi-unit franchising to reinforce network
uniformity. The testing of the franchisor model corroborated this result only for the multigroup analysis.
Multi-unit franchising and performance in terms of sales revenue per unit
There is a difference (p-value 0.10) between the different sizes of the mini-chains for this
variable, which could imply that the average sales revenue per unit increases with the number
of units, but with a sharp drop between the third and fourth unit.
Multi-unit franchising and performance in terms of net income per unit
There is a significant difference (p-value 0.05) between the different sizes of the mini-chains
for this variable. As with the previous analysis, there is a sharp drop from the fourth unit (the
result is significant only if franchisees with units in the same network are kept in the sample
as this is the fairest way of assessing this phenomenon).
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After establishing whether there were different responses according to franchisee profiles
(single- vs multi- vs pluri-unit franchisees) and according to the number of units owned, we
then focused on multi-unit franchisees only to establish whether their responses differed
according to the development strategy they had selected.
Results are based on a limited number of observations: 88 franchisees including 68 who
reported having developed incrementally and 14 via area development agreements (the four
franchisees who reported both development formats were not part of the sample).
Response averages for each development strategy on all seven variables were calculated and
then compared (Table 4.13).
Table 4.13 - Tests of difference between multi-unit franchisees according to their mode
of development (n = 82)
Dependent variable
Uniformity
Systemwide adaptability
Local responsiveness
Sales performance
Profit performance
Brand value
Opportunism

Type of development
Incremental development
Area development agreement
Incremental development
Area development agreement
Incremental development
Area development agreement
Incremental development
Area development agreement
Incremental development
Area development agreement
Incremental development
Area development agreement
Incremental development
Area development agreement

Mean
5,541
5,257
4,842
5,036
3,834
3,834
3,224
3,821
3,018
3,75
5,338
5,333
2,358
2,571

Sig.
0,11
0,06
0,18
0,25
0,08
0,11
0,10

Franchisees who report having developed via a franchise zone agreement seem to
overperform ("seem to" is necessary in the light of the small sample size) in terms of general
adaptation to the environment, average performance in terms of net income per unit, but also
with regards to the opportunistic behavior level.
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This last result is undoubtedly the most notable since it validates the hypothesis made by
Kaufman and Dant (1996) regarding the issue of adverse selection raised by any franchising
development via zone agreements, namely that it is difficult for franchisors to detect in
advance the future behavior of candidates in the network. Franchisors thus take greater risks
when signing a zone agreement than when they select to expand sequentially. The result of
our analysis would appear to validate this hypothesis since franchisees who have signed a
franchise zone agreement will report a higher level of opportunistic behavior towards their
franchisors.
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Beyond the competitive advantages and the economic performance multi-unit franchising
brings, it is important to understand the factors that lead to the choice of multi-unit
franchising for network expansion. The hypotheses related to multi-unit franchising
antecedents are based on the theory of resource constraints and the theory of transaction costs
(see Chapter 1).
The theory of resource constraints
-

The more limited the franchisor's financial resources for wholly-owned expansion are,
the more the network will use multi-unit franchising expansion (H1a)

-

The more a franchisor receives numerous and quality applications, the less the
network will use multi-unit franchising expansion (H1b)

-

The more success depends on the franchisee's knowledge of the local market, the less
the network will use multi-unit franchising expansion (H1c)

The theory of transaction costs
-

The more the franchisor bears the costs of high specific investments, the more the
network will use multi-unit franchising expansion (H2a)

-

The more the franchisor operates in an uncertain business environment, the more the
network will use multi-unit franchising expansion (H2b)

-

The more the franchisor perceives a high level of uncertainty in the behavior of his
franchisees-to-be, the more the network will use multi-unit franchising expansion
(H2c)

Section 1 shows the results of the analysis of the franchisor model.
Section 2 shows the role of the model control variables.
Section 3 presents the results of the franchisee model.
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Table 5.1 shows the results of the franchisor model test.
Table 5.1 – Results of franchisor model test
Dependent variable : Rate of MU

Coefficient

Sig.

Franchisor’s financial capacity

0.005

0.31

Number and quality of applications

0.021

0.02

Importance of local market knowledge

-0.029

0.00

Franchisor’s specific investments

-0.011

0.26

Environment uncertainty

-0.003

0.41

Behavioral uncertainty

0.040

0.00

0.036
0.009
0.107
-0.001
-0.141
0.001
Coefficient

0.06
0.36
0.00
0.22
0.01
0.00
Sig.

System growth

13.587

0.09

Geographic dispersion of units

25.437

0.04

Systemwide adaptability

-0.839

0.19

Uniformity within the chain

0.334

0.28

Local responsiveness

0.097

0.39

Economic performance

0.154

0.04

Brand value

0.499

0.16

Costs of monitoring

-0.114

0.02

CONTROL VARIABLES
Product vs service franchise
Repeat vs non repeat purchase
Multi-brand system
Age of system
Percentage of franchise units
Size of system (company outlets + franchises)
Independent variable : Rate of MU
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As this chapter deals with the determining factors of multi-unit franchising, our analyses
focus on the top segment of the table.
Out of the six hypotheses put forward, only two are verified.
The importance of local market knowledge for a unit's success (H1c)
The results show that the more franchisors believe that success depends on the franchisees’
knowledge of the local market, the less franchisors will choose multi-unit franchising (-0.029;
0.00).
This result can be related to the link found between product distribution franchising (the
control variable in our model) and multi-unit franchising. It is indeed easier to standardize
product distribution, and one might conclude that those franchisors less inclined to select
multi-unit franchising will be found in the services sector, as we did observe for the personal
assistance services sector.
Level of behavioral uncertainty and multi-unit franchising (H2c)
The more networks are uncertain regarding the future behaviors of franchisee candidates, the
more they will select multi-unit franchising (0.040; 0.00). Working with existing franchisees
enables to reduce the problems of adverse selection, since the franchisees have already been
observed in one or several units, provided that one favors a sequential development strategy.
There is also a link for the hypothesis regarding the relation between number/quality of
candidates and network development into multi-unit franchising (H1b), but this link occurs
in the opposite direction to the one we expected.

We had put forward that multi-unit

franchising could be a solution for networks that find it difficult to recruit quality candidates.
In fact, we observed the opposite: the more the network reports receiving numerous
applications that meet its expectations, the more it uses multi-unit franchising expansion
(0.021; 0.02). As interviewed franchisors indicated, multi-unit franchising is a tool to attract
candidates into the network. This variable could therefore be termed a "consequence" rather
than a determining factor in our research model.
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Finally, three hypotheses are not verified since no significant link could be found. These
hypotheses relate to:
-

the determinant role of the franchisor's financial resources : there is a negative
correlation between the franchisor's declaration of availability of resources to develop
without having to resort to existing franchisees or new franchisees and the number of
franchised units in the network (correlation coefficient = -0.226, p< 0.01). This result
is indeed consistent with the traditional expectations of resource constraints theory,
but one would have thought that it could have led franchisors to use existing
franchisees (having obtained resources from previous units) more. This is not the case
(0.005; 0.31).

-

the determinant role of the franchisor's specific investment level. Again, multi-unit
franchising could have been seen as the means to protect the franchisor's high specific
investment. In fact, the negative relationship seems to indicate the opposite. It is not
significant, however (-0.011; 0.26).

-

the determinant role of the environmental uncertainty level. Again, the relationship is
negative but not significant (-0.003; 0.41). Multi-unit franchising thus does not appear
as a reassuring strategy in an uncertain environment.
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The six control variables in the model are the following: the franchising network age, the type
of franchising (product distribution vs services), the type of purchasing (repeated vs nonrepeated), the network's contribution to a multi-brand franchisor, the network's mixed-mode
rate (proportion of franchised units), and the network size.
The noteworthy result - even though it was somehow expected in terms of the overview and
the qualitative interviews - is that there is no significant link between the network age and
its multi-unit franchising rate (-0.001; 0.22). We have already observed that even very
young networks use multi-unit franchising these days. This does not mean that there is no link
at all; it is, however, not linear, as the overview of franchising has shown.
The link between network size (related to age) and multi-unit franchising does exist, but
it is weak.
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Multi-unit franchising is clearly favored by product distribution franchising networks
rather than by services franchising networks (0.036; 0.06). This observation corresponds to
that made earlier regarding a negative link between the importance of the franchisees' local
market awareness for the success of the endeavor and the franchisees' choice of multi-unit
franchising as a strategy.
The network mixed-mode rate shows a negative and significant link with the multi-unit
franchising rate (-0.141; 0.01). This means that the more the network includes franchised
units vs company-owned units, the more it is developed as single-unit franchising, almost as
though the franchisor tries to offset the loss of power through having fewer branches by
stopping its franchisees from gaining more power through operating several outlets.
Unsurprisingly, being part of a multi-brand network reinforces the likelihood that the
network develops via the multi-unit franchising option (0.107; 0.00). Hence, results show
that multi-unit franchising is particularly used by multi-brand franchisors (hotels,
hairdressing, clothing and personal accessories, automotive, etc. sectors).
Finally, whether the network operates in a repeat-purchase sector or not does not affect
the multi-unit franchising rate (0.009; 0.36).

114

F.I NA<!8<1<2:3030>!;7@1/26!/;!:5913?5031!;270@A3630>!
<=G7063/0Y!6G<@3;3@!30H<61:<016!708!<@/0/:3@!:/13H<6!
We then focused on two explanatory factors of franchisees' decision to turn to multi-unit
franchising for development purposes: the level of the specific investments made and
economic motives.
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We tested whether the specific investment type (physical or human) played a role in terms of
single- vs multi-unit development, first for all franchisees, regardless of the number of brands
they are attached to, and then for those franchisees operating single-brand units only. The
distinction was necessary because the franchisees responded in terms of their main brand, and
one could suspect that including all profiles in the analysis might introduce biased results.
Table 5.2 shows the result of the analysis for all franchisee types and Table 5.3 the results for
only those franchisees operating single-brand units.

Table 5.2 - Logistic regression of type of investment on single vs multi-franchisees
(n = 365 vs 132)
Physical specific investments
Human spsecific investments
Constant

B
0,149
0,051
-1,728

S.E.
0,059
0,086
0,289

Wald
6,456
0,354
35,781

df
1
1
1

Sig.
0,01
0,55
0,00

Exp(B)
1,160
1,053
0,178

Table 5.3 - Logistic regression of type of investment on single vs multi-franchisees of same
brand (n = 365 vs 88)
Physical specific investments
Human spsecific investments
Constant

B
0,131
0,100
-2,217

S.E.
0,068
0,099
0,342

Wald
3,738
1,026
42,061

df
1
1
1

Sig.
0,05
0,31
0,00

Exp(B)
1,140
1,106
0,109
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The results of both analyses appear to converge. Only the level of physical specific
investments distinguishes single-unit franchisees from multi-unit franchisees. These are "hard
asset" investments, which certainly seem to franchisees to be more difficult to redeploy
outside of the current relationship. Hence, they act as binding elements, keeping the
franchisees involved in the relationship or even encouraging them to overinvest in it by
opening new outlets. Moreover, there is a positive and significant correlation between the
level of physical specific investments and the perceived value of the brand image whose items
help assess the franchisees' loyalty toward their main network (0.096, p-value 0.05).
If we focus on the three multi-unit franchisees' profiles only, however, we see that they are
not significantly different.
Figure 5.1 – Physical specific investments and MUF
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We also considered franchisees' economic motives, and we asked them whether franchising
was 1) first a matter of earning a living / supporting their family or 2) first a wealth-generating
tool.
For this analysis, too, we used logistic regression to understand how economic motives could
affect the franchisees' decision to choose multi-unit franchising expansion or not.
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Table 5.4 - Logistic regression of motive for franchising on single vs multi-unit franchisees
(n = 365 vs 132)
Franchising as a way to earn a living
Franchising as a way to grow a capital
Constant

B
0,063
0,111
-1,806

S.E.
0,069
0,066
0,385

Wald
0,817
2.832
21,968

df
1
1
1

Sig.
0,36
0,09
0,00

Exp(B)
1,065
1,053
0,164

Table 5.5 - Logistic regression of motive for franchising on single vs multi-unit franchisees of
same brand (n = 365 vs 88)
Franchising as a way to earn a living
Franchising as a way to grow a capital
Constant

B
0,056
0,080
-2,039

S.E.
0,081
0,077
0,440

Wald
0,483
1,091
21,467

df
1
1
1

Sig.
0,48
0,29
0,00

Exp(B)
1,058
1,083
0,130

Results show that there is a slight difference between the responses given by single-unit
franchisees and those by multi-unit franchisees; this difference relates to both questions. The
difference, however, is significant only for the capital resources argument.
It is also worth noting that the difference is observed only when pluri-unit franchisees are kept
in the sample. This would suggest - related to the capital resources argument - that franchisees
whose motives are primarily wealth building seek to diversify their brand portfolio, hence
their risk.
Should we focus on all three multi-unit franchisee profiles (solely for the capital resources
argument), there is, however, no difference between them.
Figure 5.2 – Economic motive(capital) and MUF
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Many authors consider that the franchising activity, from a franchisee perspective, is an
entrepreneurial activity. Being part of a network does not diminish franchisee creativity, and
most franchisees manage their business as a small family business. Franchisees can thus be
considered as entrepreneurs. Indeed, this is often the way franchisees think of themselves; this
perception is reflected in their franchisor's discourse (Boulay & Stan, 2011; Cochet & Garg,
2008; Gruenhagen & Mittelstaedt, 2005; Birkeland, 2002).
Having said this, when considering the issue of network expansion through multi-unit
franchising (and consequently of franchisees' mini-chain development), it is important to
understand whether the franchisees' individual qualities vary depending on whether they are
single-unit or multi-unit franchisees.
If we accept Birkeland's (2002) argument that the entrepreneurial character of franchising is
linked to the direct management of a unit, the question then becomes whether this
entrepreneurial spirit remains as and when franchisees acquire additional units. Are
franchisees not then slipping quietly into an activity that owes more to management than to
entrepreneurship? They are no longer able or willing to manage units directly because of
physical distance and/or the choice made to distance themselves from day-to-day
management.
Conversely, franchisees' mini-chain development could correspond to entrepreneurial
orientation. The issue is then whether, as the number of units grows, the risk level grows
correspondingly.
In fact, the issue of an entrepreneurial orientation concerns numerous characteristics that go
beyond the sole notion of risk taking. The literature (Korunka et al., 2003; Stanworth &
Curran, 1999) has considered the following six dimensions:
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-

the risk-taking capacity

-

the competitive spirit

-

the need for autonomy

-

the degree of innovation

-

the pro-active spirit

-

the perceived need to control one's activity.

We first assessed whether those six features were present in the franchisees we interviewed,
then we analyzed whether there were significant differences according to the franchisees'
profiles or to the number of units they owned.
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As before, we conducted analyses in three stages:
-

first, we assessed whether responses differed significantly depending on the choice of
single- or multi-unit franchising. This analysis was based solely on franchisees
operating same-brand unit/s (Table 6.1);

-

second, we distinguished between single- and multi-unit franchisees, regardless of the
latter's profile (Table 6.2);

-

finally, we distinguished among multi-unit franchisees those who were pluri-unit
franchisees (Table 6.3).
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Table 6.1 – Test of difference between single unit vs multi-unit franchisees of same
brand (n = 365 vs 88)
Entrepreneurial orientation
Risk taking
Competitiveness
Need for autonomy
Innovativeness
Pro-activity
Need for control

Type of franchisee
single single single
multi singlesingle
single single single
multi singlesingle
single single single
multi singlesingle
single single single
multi singlesingle
single single single
multi singlesingle
single single single
multi singlesingle

Mean
4,233
4,438
5,045
5,165
4,877
5,040
5,748
5,773
6,134
6,182
5,982
5,977

Sig.
0,10
0,19
0,14
0,40
0,32
0,47

Table 6.2 - Test of difference between single unit vs multi-unit franchisees [including pluriunit franchisees] (n = 365 vs 132)
Entrepreneurial orientation
Risk taking
Competitiveness
Need for autonomy
Innovativeness
Proactivity
Need for control

Type of franchisee
single single single
multi
single single single
multi
single single single
multi
single single single
multi
single single single
multi
single single single
multi

Mean
4,233
4,439
5,045
5,072
4,877
4,909
5,748
5,799
6,134
6,140
5,982
5,917

Sig.
0,06
0,41
0,40
0,29
0,47
0,20
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Table 6.3 – Test of difference between single-unit vs multi-unit vs pluri-unit franchisees
(n = 365 vs 88 vs 18 vs 26)
Entrepreneurial orientation
Risk taking

Competitiveness

Need for autonomy

Innovativeness

Pro-activity

Need for control

Type of franchisee
single single single
multi single single
multi multi single
multi multi multi
single single single
multi single single
multi multi single
multi multi multi
single single single
multi single single
multi multi single
multi multi multi
single single single
multi single single
multi multi single
multi multi multi
single single single
multi single single
multi multi single
multi multi multi
single single single
multi single single
multi multi single
multi multi multi

Mean
4,236
4,438
4,583
4,346
5,040
5,165
4,889
4,885
4,878
5,040
5,028
4,385
5,749
5,773
5,861
5,846
6,133
6,182
6,250
5,923
5,982
5,977
5,861
5,750

Sig.
0,22

0,32

0,07

0,45

0,28

0,23

Those analyses reveal a difference between single- and multi-unit franchisees regarding the
risk-taking dimension; multi-unit franchisees report that they "enjoy risk-taking in business"
and believe that "piloting risky projects that are profitable" is exciting. This risk-taking
difference does not appear when considering the four profiles of franchisees. Conversely, the
profile distinction reveals a significant difference between respondents regarding the
"autonomy" variable. Two questionnaire items dealt with this variable: "I do not need my
franchisor's help to manage my unit/s" and "I enjoy being free to manage my business as I
wish to." Results show that it is multi- and pluri-unit franchisees who are involved with
different brands belonging to the same network who appear to need their franchisor the most
(i.e. they show the lowest average on the autonomy issue).
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The same analysis was then carried out focusing on the number of units owned rather than on
the franchisee profile. We expected similar finding to the as previous ones when comparing
the different types of franchisees.
We thus distinguished the franchisees according to the number of units they owned (Tables
6.4 and 6.5).
Table 6.4 – Test of difference between franchisees (same brand) based on number of
units possessed (n = 365 + 88)
Dependent variables
Risk taking

Competitiveness

Need for autonomy

Innovativeness

Pro-activity

Need for control

Number
of units
1
2
3
!4
1
2
3
!4
1
2
3
!4
1
2
3
!4
1
2
3
!4
1
2
3
!4

Mean

Sig.

4,233
4,418
4,563
4,364
5,046
5,271
5,219
4,500
4,877
4,992
5,031
5,318
5,748
5,738
5,844
5,864
6,134
6,156
6,313
6,136
5,982
5,984
5,844
6,136

0,30

0,09

0,31

0,47

0,44

0,40
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Table 6.5 - Test of difference between franchisees (single or multi-brand) based on number of
units possessed
(n = 365 + 132)
Dependent variables
Risk taking

Competitiveness

Need for autonomy

Innovativeness

Pro-activity

Need for control

Number
of units
1
2
3
!4
1
2
3
!4
1
2
3
!4
1
2
3
!4
1
2
3
!4
1
2
3
!4

Mean

Sig.

4.233
4.397
4.404
4.589
5.045
5.199
5.096
4.696
4.877
4.929
4.712
5.036
5.748
5.731
5.962
5.839
6.134
6.115
6.346
6.018
5.982
5.936
5.923
5.857

0,21

0,14

0,40

0,32

0,29

0,41

A statistically significant difference was only found for the "competitive spirit" dimension
when the analysis took into consideration those franchisees with same-brand units only.
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For our last analysis regarding the franchisees' entrepreneurial profile, we assessed whether
the profile of multi-unit franchisees (only) differed according to the selected development
format (Table 6.6).
Table 6.6 – Test of diffrence between multi-unit franchisees based on main mode of
development of the mini-chain (n = 82)
Dependent variables
Risk taking
Competitiveness
Need for autonomy
Innovativeness
Pro-activity
Need for control

Mode of development
Incremental
Area development agreement
Incremental
Area development agreement
Incremental
Area development agreement
Incremental
Area development agreement
Incremental
Area development agreement
Incremental
Area development agreement

Mean
4,493
4,357
4,978
5,393
4,978
4,821
5,824
5,536
6,184
6,071
6,044
6,000

Sig.
0,40
0,20
0,34
0,30
0,44
0,18

No significant difference was revealed regarding any of the six dimensions used to depict the
franchisees' entrepreneurial profile.
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Why turn to multi-unit franchising and what kind of performance can be expected? These
were the main questions we asked ourselves at the beginning of the research.
This chapter proposes a summary of the answers we have obtained. The answers then lead to
a series of recommendations of an operational nature intended to guide franchisors: whether
to choose multi-unit franchising, when, with whom, with which goal/s, and how.
As we do so, it seems important to first recall the diversity of multi-unit franchising in France
as emerged from the overview we have drawn (7.1).
The reality of multi-unit franchising starts first and foremost with the competitive advantages
this system gives a network: faster growth, greater territorial coverage, greater network
uniformity, higher economic performance, and controlled monitoring costs. The key challenge
for a network is to reach these targets simultaneously. We explain how the multi-unit
franchising rate provides a tool franchisors may use according to their current goals (7.2).
It was not possible to show a linear and significant link between network age and multi-unit
franchising development, but the investigation of age groups suggests that there is a temporal
aspect to the phenomenon, even if it remains difficult to explain it fully. There do appear to
exist moments in the life of a network when multi-unit franchising seems a favored
development strategy, and we show those specific times (7.3).
Finally, we use the analysis of the characteristics of multi-unit franchisees vs. those of singleunit franchisees to highlight the importance of selecting the right franchised partner/s in terms
of the chosen goal. Mini-chain size, entrepreneurial orientation, development format
(franchise zone agreement or sequential development), all these are key tools franchisors may
use fully to achieve success with multi-unit franchising (7.4).
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Surprisingly, to date, there were no available statistics on multi-unit franchising in France.
Yet, the system is firmly rooted in the reality of the networks, since 74% of them have
reported including franchisees operating at least two units. Moreover, 73% of the networks
intend using multi-unit franchising to continue developing over the next two years. We should
also recall that networks turning to multi-unit franchising to expand report a higher level of
satisfaction with this development strategy than that reported by networks using single-unit
franchising only.
The average rate of multi-unit franchising in France is 21%, and the average size of
franchisees is 1.5 units. These results are similar to those found in an American study on
behalf of the International Franchise Association (2002)16 which showed an average size of
1.7 units per franchisee in the United States. The size of the "average" French franchisee is
thus small.
An average multi-unit franchising rate and an average mini-chain size, however, hide, as is
often the case in the franchising world, considerable disparities.
First, there are sector disparities: in the clothing and personal accessories or the automotive
services sectors where over a quarter of all franchisees are multi-unit franchisees. It is also the
case for one third of all franchisees in the hairdressing sector and for over 40% of those in the
fast food sector. Conversely, the other service-related sectors show below average rates.
Next, we find mini-chains size disparities: whereas some sectors, such as the food trade or
other personal services are less developed than others through multi-unit franchising (with a
12% rate), it is in these sectors that the mini-chains sizes are highest (on average, over four
units per multi-unit franchisee).
There are also network age disparities since there is no linear relationship between network
age and multi-unit franchising rate. This is one of the main findings of the overview, later
validated in the franchisor model: young networks turn to it, often with a view to entering the
16

This is the only American study on the topic we are aware of; it was carried out in 2002 at the
request of the International Franchise Association.
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market quickly. We shall see later that the absence of relationship between network age and
multi-unit franchising could reflect the transitory nature of multi-unit franchising [cf. 7.3]).
Size disparities do exist as well, since if there is a link between network size and multi-unit
franchising rate, the rate also varies within same-size networks.
Finally, disparities emerge from the analysis of the link between mixed-mode rate and multiunit franchising. The negative linear relationship suggests that the more a network turns to
franchising as a development format, the less it will use multi-unit franchising. A close look at
the figures reveals that it is above a particularly high mixed-mode rate (above 60%) that both
the multi-unit franchising rate and the mini-chain size diminish.
Multi-unit franchising affects all sectors, all ages, and all network sizes. Given its sheer
importance and multi-sector nature, it is not a circumstance-driven gimmick. It seems fully in
line with the franchisors' well thought-out development strategy for their network.
Our overview shows the reality of multi-unit franchising, though it does not lead to any
normative conclusions. To reach such conclusions, we turned to modeling an integrated
framework designed to help us understand the underlying motives for multi-unit franchising
development and its consequences.
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Performance, the main variable in the franchising industry, is central to multi-unit franchising.
It can be measured as qualitative or quantitative of performance.
This study has shown that multi-unit franchising development brings a network
-

faster franchising growth;

-

greater sales territory coverage;

-

greater network uniformity.

Franchisors who turn to multi-unit franchising as an expansion strategy also report
-

higher economic performance;

-

reduced network monitoring costs.
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These findings confirm the numerous intuitions both franchisors and franchisees gave voice to
during the interviews. They show the strategic nature of multi-unit franchising development,
even if, in many networks, it originated from requests made by the existing franchisees and in
a circumstantial manner.
A general recommendation would thus be to encourage all networks to turn to multi-unit
franchising. The real issue, however, concerns the optimum rate of multi-unit franchising.
Our findings have shown that not all competitive advantages can be obtained simultaneously
and that priorities need to be set. Our multi-group analysis (which distinguishes networks
according to five average multi-unit franchising rates ranging from 0% to over 28%) has
revealed a clear conflict between two types of goals: unit number growth and territorial
coverage on the one hand and network uniformity and the monitoring costs on the other.
It would thus appear that while multi-unit franchising development brings faster franchising
development and in a greater number of départements, there are signs that this strategy is not
without limits in terms of uniformity and monitoring costs beyond a certain threshold that we
place between 16% and 28%. Networks are then less able to rely on existing multi-unit
franchisees to monitor units. Network uniformity is affected, and it could be useful to
reinforce single-unit franchising.
Findings thus suggest the following recommendations:
-

the multi-unit franchising rate must be as high as possible if network growth and/or
territorial coverage constitute priorities for the franchisor;

-

the rate can be high but must not go beyond one fourth of all franchisees if network
uniformity is the main goal. Beyond that level, the network runs the risk of having to
bear high monitoring costs again, whereas multi-unit franchising aims to reduce the
latter through delegating to the multi-unit franchisees part of the supervisory power
traditionally exercised by the franchisor over the franchised units.

The choice franchisors ultimately make will have to take into account their goals regarding
economic performance. The latter would appear to be higher for multi-unit franchising than
for single-unit franchising networks. Beyond a rate between 7% and 16%, however, the added
performance brought in by multi-unit franchising will be reduced.
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We recalled earlier that one of the main findings from this research is that there is no linear
relationship between network age and the multi-unit franchising rate. Examining multi-unit
franchising rates according to age group, however, puts this conclusion into perspective as a
link does appear, should one take a network lifecycle view.
Results then show that the average multi-unit franchising rate increases regularly for networks
between 1 and 20 years of age. This increase could be due to strongly held growth targets in
the first years of the network's life and the aim to cover the target market while business
opportunities exist and to limit new competition. Requests from franchisees and the
determination of franchisors to rely on a reduced number of partners as the network grows
may also prove to be favorable factors.
Conversely, multi-unit franchising average rates diminish for networks between 21 and 35
years of age. As longitudinal data concerning multi-unit franchising are not available, one
cannot speak of multi-unit franchising "decline" over this period. The figures are nevertheless
noteworthy since they suggest a transitory phenomenon, one that leads networks to relinquish
multi-unit franchising beyond a given age/rate.

129

Figure 3.9 – MUF 1 rate by network age

We have already shown that, as the multi-unit franchising rate increases, in particular between
16% and 28%, some of the advantages brought by multi-unit franchising decrease, especially
network uniformity and the network's economic performance. The network then has to bear
higher monitoring costs. All this could help account for the crest of the wave culminating
around 28% for networks between 16 and 20 years of age, which would correspond to the end
of a cycle during which growth and territorial coverage were a priority. Afterwards, the wave
recedes, as it were, as networks focus on uniformity and performance; these two goals, we
have seen, are easier to reach for networks with a lower multi-unit franchising rate. This
proposition obviously requires being tested through the analysis of historical data, but it is
reinforced by the presence of the beginning of a new wave after the lowest ebb, which takes
place for networks between 31 and 35 years of age.
Another hypothesis relates to the issue of "historical" multi-unit franchisees' leaving the
network. The most developed multi-unit franchisees are often the oldest (they developed
sequentially) and when they decide to leave the network, it is not necessarily easy to find a
successor who can buy several units in one go. The mini-chain can be taken back by the
franchisor or it can be broken, to be sold link by link to new franchisees. These new
franchisees, in turn, will become multi-unit franchisees in the following years.
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We have shown that the rate of multi-unit franchising could help account for the variations
relating to competitive advantages between networks. This observation and related
recommendations are based on data collected from 188 French networks and about 500
franchisees of those networks.
The first outcome is that franchisees generally confirm the findings from the franchisor
investigation: franchisees operating several outlets report an average performance level per
unit which is higher than that of single-unit franchisees, whether in terms of average turnover
or average net income per unit. The same difference is found regarding uniformity results,
once more to the advantage of multi-unit franchisees.
As we indicated in the introduction, the notion of multi-unit franchisee embraces diverse
situations: multi-unit franchisees may own 2 or 10 outlets; the outlets may be part of one or
several brands; these brands may belong to different networks owned by the same franchisor
or to different franchising networks (in the latter two cases, multi-unit franchisees are called
pluri-unit franchisees).
Networks then have to find answers to two key questions:
-

what is the optimum number of units a franchisee may manage without dropping
performance?

-

is it appropriate to work with pluri-unit franchisees, thus incurring the risk that the
franchisees, who have to divide their attention and efforts among different brands,
will underperform for their main brand?

The analysis per number of units owned has shown that performance in terms of turnover per
unit and performance in terms of average net income per unit both increase as the number of
units increases when moving from 1 to 2, then 2 to 3 units. A change occurs when the minichain size goes from 3 to 4 units. This does not mean that performance no longer increases,
but simply that it is not as marked any longer. This result prevails for franchisees whose units
fall under the same brand. It does so too when the sample incorporates all franchisees,
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including those who own units from different brands; in this case, however, the differences
are not statistically significant.
In contrast, results show that the mini-chain degree of uniformity increases with the chain's
size, which confirms that multi-unit franchisees tend to follow the franchisor's instructions
better. We believe that this type of franchisee tends to reproduce the franchisor's practices.
Moreover, these franchisees do not show more opportunistic behaviors than single-unit
franchisees do, whereas one might have thought that operating several outlets would give
them more power.
The conclusion to be drawn is that, on average (and the notion of average is extremely
significant in this case), the optimum size for a multi-unit (and single-brand) franchisee is 3
units. It is also worth noting that the average size of a mini-chain in France is 3.47 units,
which would confirm the validity of our conclusion. This finding also suggests that
franchisors (always "on average") adopt realistic practices.
The second issue concerns the opportunity of working with franchisees operating outlets from
different brands. Our results show that uniformity and performance in terms of average net
income per unit both increase as the franchisees develop their business, but provided that they
are not members of different network brands. In the latter case (i.e. multi-unit, multi-brand,
multi-franchisor franchisees), results show a sharp drop for both variables. Allowing one's
franchisees to disperse their focus among different network brands with different expectations
is thus a less effective development strategy. Networks ought to know this and choose this
franchisee profile knowingly.
The results presented above show that multi-unit franchising, from a strategic development
perspective, needs to be based on a finely tuned process for the selection of franchisees
allowed to open additional units eventually. Another issue then relates to the franchisees'
entrepreneurial profile and the most suitable type of contract.
We have shown that a risk-taking capacity is the distinguishing feature of multi-unit
franchisees' entrepreneurial personality. Consequently, this feature will be favored by
networks that use multi-unit franchising expansion.
However, although we have demonstrated the link between the type of development favored
by multi-unit franchisees (whether sequential development of via franchise area agreements)
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and their performance (higher for those who favor are agreements), we have also shown that
network uniformity can be affected, as franchisees choosing development via area agreements
report a higher level of opportunistic behaviors.

+%"(7'4)%"*
This research has clearly shown that multi-unit franchising is a powerful development tool for
networks. Our findings have validated many observations and intuitions franchisors raised
during the interviews we conducted in order to develop our decision-making model regarding
the determining factors and consequences of multi-unit franchising.
Growth, territorial coverage, and performance are the main competitive advantages multi-unit
franchising brings, and networks benefit from reinforced uniformity. Certain goals may prove
contradictory, but the general perspective this study offers is that, overall, the advantages of
multi-unit franchising far outweigh the disadvantages. We have shown that networks can
manipulate their multi-unit franchising rate to develop a strategy that is closely adapted to
their goals.
Many of our findings, of course, need further analysis. In some sectors, such as the hotel,
hairdressing, or fast food industries, among others, multi-unit franchising is used more
extensively. More research carried out in these sectors would enable the networks to make use
of decision-making tools directly related to their specific activity.
In the short term, we favor the strategy of developing a longitudinal view of multi-unit
franchising research. The data collection for our overview of multi-unit franchising benefited
enormously from the participation of the Fédération Française de la Franchise; in particular,
we have shown the existence and the importance of the information collection tool -- the
annual franchisors survey -- and the information dissemination tool -- the yearbook Toute la
Franchise (All franchising). These tools should eventually make available a gold mine of
information for the study of multi-unit franchising.
Our final recommendation will thus be directed at the FFF: we ask that all future editions of
its yearbook should include, in addition to the number of franchised units, the overall number
of franchisees and the number of franchisees operating at least two units. In a few years' time,
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we will thus be able to test our hypothesis concerning the transitory nature of multi-unit
franchising with objective, "hard" data.
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Appendice 1 – Franchisor questionnaire

Carson,
Madhok
and Wu,
2006

Carson, Madhok and Wu (2006) +
Stump and Heide (1996)

Tremblay et al. (2003)

Authors

Kaufmann and
Dant (1996)

DETERMINANTS OF MUF
Franchisor financial capacity to grow through company-owned stores
- We have adequate access to funds to start new outlets on our own without
relying on potential franchisees for financing
- We have adequate access to funds to start new outlets on our own without
relying on existing franchisees for financing
Supply of franchisees: number and quality of applications [
- We receive many applications of potential franchisees
- It is difficult to find new franchisees with the right business skills R
- It is difficult for us to find franchisees with appropriate financial resources R
Importance of the franchisee local market knowledge for the success of the
unit
- The success of our franchise concept depends on the local market knowledge
of the franchisees
- The success of our franchise concept depends on the information franchisees
gather about their markets
- The success of our franchise concept depends on the relationships franchisees
have with local partners/customers
- Our franchise concept can work effectively without local specification R
SPECIFIC INVESTMENTS
- It takes time for us to bring a new franchisee up to speed with the business
- If a relationship with a franchisee breaks down, it is easier for us to acquire
ownership of the unit than finding a new franchisee
- We spend significant human and time resources to ensure that the franchised
units fit our system specifications
- We spend a lot of time and effort learning to work effectively with new
franchisees before our relationship is productive
- We help a lot the franchisee to implement system specific procedures and
routines
- We provide highly specialised tools to the franchisee to help them in their
activity
- We have spent much time to develop the know-how we transfer to our
franchisees
ENVIRONMENT UNCERTAINTY
- Customers’ preferences for our offerings change constantly
- Our competitors rapidly advance their offerings
- It is difficult to forecast what the market will be in a year or two from now
- Our customers demand we constantly update our offering
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Eisenhardt, 1985
+ Nyberg et al.,
2010
Authors

IFA (2003) + authors

Behavioural uncertainty
- Bringing new franchisees into the system is risky
- New franchisees may act opportunistically
- New franchisees need to be closely monitored

Pros and cons of MUF
- MUF is a good option to grow faster
- MUF is a good option to reward the best franchisees
- MUF is a good option to structure our territory
- MUF is a god option to save on recruitment costs
- MUF is a good option to attract potential franchisees
- MUF makes it easier to manage franchisees (less monitoring costs)
- MUF is a good option to save on training costs
- MUF is a good option to implement locally and more rapidly the decisions
made by the franchisor
- MUF can lead to a loss of power for the franchisor
- A multi-unit franchisee performs better than a single unit franchisee in term of
revenue per unit
- A multi-unit franchisee performs better than a single unit franchisee in terms of
profit per unit

Authors

Gassenheimer et al
(1994) + Boulay
(2010)

Combs and
Ketchen
(1999)

Combs and
Ketchen
(1999)

COMPETITIVE ADVANTAGES
System growth [GROWTH]
- Percent change in franchise outlets over the last 3 years

Geographic dispersion of units
- Number of French “départements” with outlets

Uniformity within the chain
For each of the following issues, after you have sent them directives, how
would you rate the compliance of your franchisees in the field of :
- Point of sale design / store layout
- Work methods
- Choice of products or services offered to customers [
- Level of margins
- Application of Know-how
Local responsiveness
- Our franchisees adapt permanently to their local environment
- When pressed by the local competition, our franchisees do not hesitate to
innovate without our permission
- Major innovations in the network often come from ideas initially developed
by our franchisees at their local level
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ISOF 2011 +
Authors

System wide adaptability to change in the environment
- Our franchisees generates many ideas that help us to advance our offer
- We offer our owned units the same improvements as we offer our
franchisees ant at the same time
- All our units – company-owned as franchise – actively participate in
improving methods and processes that will ultimately help the whole system
- Company-owned units and franchisees learn permanently from one another

Barthélémy
(2004)

Perrigot
(2009)

Perrigot
(2009)

PERFORMANCE
Economic performance of the system compared to competitors
- in market share
- in terms of growth of turn over
- in terms of growth of the number of franchised units
BRAND VALUE
- The brand of the system is well known to consumers
- Consumers prefer this brand to others
- The system brand is unique
- Our system has a great brand compared to our main competitors
COSTS OF MONITORING [COST_MONITOR]
- Number of staff working for the franchisor and and dedicated to the
monitoring of franchise units)

CONTROL VARIABLES
Age of franchise system
Size of franchise system
Product franchise versus service franchise
Repeat vs non repeat purchase
Percentage of franchised units (rate of plurality)
Single vs multi-brand system
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Appendice 2 – Franchisor model scales: bivariate correlations,
reliability and fiability
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Appendice 3 – Franchisee questionnaire

DETERMINANTS OF MUF
Brown, Crosno
and Dev (2009)

Brown, Crosno
and Dev (2009)

Physical transaction specific investments
- My facilities are highly specialized – they could not be used with any
other brand
- The furnishings, fixtures, equipment at this franchise could not be
easily transferred from the current brand to a comparable brand
- I have heavily invested in furnishings, fixtures, equipment for this
brand and I would lose everything should I leave the franchise
Knowledge-based (or human) transaction specific investments
- The methods and procedures I use with this brand cannot be easily
used for any other brand
- To market our services under this brand, I’ve had specialized training
that cannot be easily used with another brand
- I have spent a lot of time and effort learning special selling techniques
for this brand
- If I switch to another brand, I will lose a lot of the investment I’ve
made to learn how to market our products/services

COMPETITIVE ADVANTAGES
Gassenheimer et
al (1994) +
Boulay (2010)

Uniformity within the chain
For each of the following issues, after you have received directives from
your franchisor, how would you rate your compliance with his directives
in the field of :
- Point of sale design / store layout
- Work methods
- Choice of products or services offered to customers
- Level of margins
- Application of know-how
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Local responsiveness
- I adapt permanently my franchise unit(s) to the local conditions
- When pressed by the local competition, I do not hesitate to innovate
without my franchisor permission
- Major innovations in the network often come from ideas initially
developed by franchisees
System wide adaptability to change in the environment [=
innovativeness of the franchisee?]
- In our system, company-owned units and franchisees share their good
ideas to improve the system
- In our system, the same improvements are offered to company-owned
units and to franchisees at the same time
- In our franchise system, all units – company-owned as franchise –
actively participate in improving methods
- In our system, company-owned units and franchisees learn permanently
from one another
Performance
How has your average turnover per unit changed in the last two years and
what development in average turnover per unit do you plan for the coming
year?
How has your average profit per unit changed in the last two years and 145
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Performance
How has your average turnover per unit changed in the last two years and
what development in average turnover per unit do you plan for the coming
year?
How has your average profit per unit changed in the last two years and
what development in average profit per unit do you plan for the coming
year?
BRAND VALUE
- Even if another franchise system offers the same services and
conditions as this franchise system, I would prefer to be with this
franchise system
- If there is another franchise system as good as this franchise system, I
still prefer to be a franchisee with this system
- I would not hesitate in recommending my system to a prospective
franchisee
Opportunism
- I sometimes withhold information that would help my franchisor to run
his business
- I sometimes make vague promises to my franchisor that I later ignore
Franchisee
entrepreneurial
orientation
- I sometimes
tell my franchisor
what I think he wants to hear instead of
- I have
a strong
telling
him the
truth proclivity for high risk projects
- Undertaking risky projects with high (but uncertain) rates of return
is exciting
- I am not afraid of competition, I even like it
- Competition is part of the game in the franchise field and I like it
- I don’t need my franchisor’s help to manage my business
- I like when my franchisor leave me alone to run my business my
own way
- I continuously look for new options/innovations to improve my
business
- Newness is essential to progress
- When faced with difficulty, I act without waiting for my
franchisor to ask me to do so
- I first rely on myself when confronted with everyday difficulties
- I am very self-confident in my capacity to do things the right way
- I like being in control

FRANCHISEES PROFILE

146

Yoo B., Donthu
N. and Lee S.
(2000)

Jambuligan and
Nevin (1999)

BRAND VALUE
- Even if another franchise system offers the same services and
conditions as this franchise system, I would prefer to be with this
franchise system
- If there is another franchise system as good as this franchise system, I
still prefer to be a franchisee with this system
- I would not hesitate in recommending my system to a prospective
franchisee
Opportunism
- I sometimes withhold information that would help my franchisor to run
his business
- I sometimes make vague promises to my franchisor that I later ignore
- I sometimes tell my franchisor what I think he wants to hear instead of
telling him the truth

FRANCHISEES PROFILE
Franchisee entrepreneurial orientation
- I have a strong proclivity for high risk projects
- Undertaking risky projects with high (but uncertain) rates of return
is exciting
- I am not afraid of competition, I even like it
- Competition is part of the game in the franchise field and I like it
- I don’t need my franchisor’s help to manage my business
- I like when my franchisor leave me alone to run my business my
own way
- I continuously look for new options/innovations to improve my
business
- Newness is essential to progress
- When faced with difficulty, I act without waiting for my
franchisor to ask me to do so
- I first rely on myself when confronted with everyday difficulties
- I am very self-confident in my capacity to do things the right way
- I like being in control

CONTEXT/CONTROL VARIABLES
Blut et al. (2011)

Relationship stage with main franchisor
- As a franchisee, I am fascinated and excited about starting my business
and I am full of hope for its future
- My initial fascination of running my own business as a franchisee has
been decreasing and I have developed some sense of disillusionment
- As an experienced franchisee, I have developed a deeper understanding
of the way the system works and based on that, I have adopted a
system-conform behaviour
- As an experienced franchisee, I have developed a deeper understanding
of the way the system works and based on that, I think that I will
terminate the relationship at the next possible juncture
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- I have developed a realistic assessment of my relationship with my
franchisor and we now accept each other with his/her qualities and
weaknesses. Whatever happens, we will stick together
- Age
- Sex
- Degree
- Experience with the system
- Prior experience as self-employed
- Mode of development as a multi-unit franchisee (incremental vs ADA)
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Appendice 4 – Franchisee model scales: bivariate correlations,
reliability and fiability

Outcomes
mean_uniformity
mean_SWA
mean_responsiveness
mean_turnover
mean_profit
mean_brand
mean_opportunism

CR
0,851
0,920
n.a.
0,779
0,771
0,914
0,761

AVE
0,538
0,743
n.a.
0,475
0,466
0,780
0,516

Correlations
1
.291**
1
0,025
-0,081
1
0,016
.174** -0,001
0,047
.166**
0,005
.344**
.586** -.139**
-.244** -.237** -0,049

1
.822**
.178**
-0,069

1
.168**
-.093*

1
-.280**

Entrepreneurial orientation
mean_risk
mean_competitiveness
mean_autonomy
mean_innovativeness
mean_responsiveness
mean_control

!
!
!

CR
AVE Correlations
0,825 0,702
1
0,852 0,742
.390**
1
0,686 0,523
.146**
.124**
0,719 0,561
.141**
.247**
0,704 0,546
.146**
.136**
0,662 0,495
.090*
.171**

!
!

1
.156**
.429**
.325**

!
!

1
.292**
.346**

!
!

1
.471**

!
!

1

!
!

149

!
!

150

