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ABSTRACT

Franchisinghasbeenapopularapproachtogrowingabusiness.Developinganeffectivestrategy
of e-entrepreneurshipand innovation forgrowinga franchisebusiness andmaking it resilient is
alsogettingpopular.Inthisarticle,theauthorsshowthatbuildingupagood“family”relationship
betweenthefranchisor,thefranchisees,andthecommunitiesistherealessenceoffranchising,and
thee-entrepreneurshipandinnovationstrategyshallbedesignedtoenhanceandadvancethe“family”
relationship.Specifically,theauthorsdiscussthestrategyofhowtomakee-entrepreneurshipand
innovation“meaningful”infranchising.Futuretrendsonmakingfranchisesresilient,cybersecurity
andsustainabilityarealsodiscussed.
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INTRodUCTIoN

Franchisingasaglobalgrowthstrategyisgainingitspopularity(JustisandJudd,2002;Thomas
&Seid,2000;ChenandJustis,2006;Baena,2018).Forexample,accordingtothestatisticsofthe
ChinaChainstore&FranchiseAssociation,Chinahasover4,500franchisesandchainstorecompanies
creatingmorethan5millionjobsnationwideandthecountry’stop100franchisesgeneratedtotalsales
of$66billionwiththetotalnumberofstoresacrossthese100franchisesat124,086(U.S.Commercial
Service,2016).Also,accordingtotheWorldFranchiseCouncil(U.S.CommercialService,2018),
Chinaranksfirstinnumberofbrandsoffered(4,500)throughfranchising,SouthKorearankssecond
(4,288),USAranks third (3,828),andBrazil ranks fourth (3,039).Thepopularityof franchising
continuestoincrease,aswewitnessanemergenceofanewe-businessmodel,NetchisingorO2O
(online-to-offline),whichisthecombinationpoweroftheInternetwithbigdata(O’Donnell,2014;
Saunders, 2015; Franchise Update, 2016; Qiang & Wang, 2018) for global demand-and-supply
processesandtheinternationalfranchisingarrangementforlocalresponsiveness(Chen,Justis,and
Yang,2004;Chen,Chen,andWu,2006).

Inhis best seller,Business @ the Speed of Thought,BillGates (1999)wrote: “Information
Technology and business are becoming inextricably interwoven. I don’t think anybody can talk
meaningfullyaboutonewithouttalkingabouttheother.”(p.6).Gates’pointisquitetruewhenonetalks
aboute-entrepreneurshipandinnovationstrategyinfranchising.Thus,toseehowe-entrepreneurship
andinnovationcanbe“meaningfully”usedinfranchising,oneneedstoknowhowfranchisingreally
works.
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FRANCHISING: BUILdING THE FRANCHISoR/FRANCHISEE RELATIoNSHIP

Franchisingis“abusinessopportunitybywhichtheowner(producerordistributor)ofaserviceor
atrademarkedproductgrantsexclusiverightstoanindividualforthelocaldistributionand/orsale
oftheserviceorproduct,andinreturnreceivesapaymentorroyaltyandconformancetoquality
standards.Theindividualorbusinessgrantingthebusinessrightsiscalledthefranchisor,andthe
individualorbusinessgrantedtherighttooperateinaccordancewiththechosenmethodtoproduce
orselltheproductorserviceiscalledthefranchisee.”(JustisandJudd,2002,pp.1-3)Developing
agoodrelationshipbetweenthefranchisorandthefranchiseeisthekeyforasuccessfulfranchise
(JustisandJudd,2002).Figure1describeshowtobuildagoodfranchisor/franchiseerelationship.

Thefranchisorneedstolearncontinuouslyforthegrowthofthefranchise.Thelearningprocess
isdevelopedthroughfivestages(JustisandJudd,2002):(1)Beginner–learninghowtodoit;(2)
Novice–practicingdoingit;(3)Advanced–doingit;(4)Master–teachingotherstodoit;and(5)
Professional–becomingthebestthatyoucanbe.OncereachingtheAdvancedstage,mostpreceding
struggleshavebeenovercome.However, furtherchallengeswill ariseas the franchisecontinues
growing.This isespecially trueonce thesystemreaches the“Professional”stage,wherevarious
unpredictedandintricateproblemscouldarise.BudHadfield(1995), thefounderofKwikKopy
franchiseandtheInternationalCenterofEntrepreneurialDevelopment,aptlystated:“Themorethe
companygrows,themoreitwillbetested.”(p.156).Tocapturethelearningprocess,acounter-
clockwiseroundarrowsurroundingthefranchisorisusedtodepicttheincreasingintensityoflearning
asthefranchisorcontinuestogrow.

The franchiseealsogoes through five stagesof franchisee life cycle (Schreuder,Krige, and
Parker,2000):(1)Courting:boththefranchiseeandthefranchisorareeagerwiththerelationship;(2)
“We”:therelationshipstartstodeteriorate,butthefranchiseestillvaluestherelationship;(3)“Me”:
thefranchiseestartstoquestionthefranchisorthatthesuccesssofarispurelyofhis/herownwork;
(4)Rebel:thefranchiseestartstochallengethefranchisor;and(5)Renewal:thefranchiseerealizes
the“win-win”solutionistocontinueworkingwiththefranchisortogrowthesystem.Similartothe
franchisor,acounter-clockwiseroundarrowsurroundingthefranchiseeisusedinFigure1todepict
theincreasingintensityasthefranchiseecontinuesgrowing.

Asthefranchiseeprogressesthroughthelifecycle,thegoodrelationshipgraduallydevelops
aninfluencingprocess(JustisandVincent,2001),depictedinFigure1withabi-directionalarrow.

Figure 1. Understanding how the franchisor/franchisee relationship works
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