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ABSTRACT 
 
Franchisees participate in new business creation uniquely, because, in many respects, the 

development of their ventures is under the direction of franchisors. In this study, using 

entrepreneurial scripts, we compare the extent to which franchisee venturing is similar to and/ or 

distinct from individual-based entrepreneurship in non-franchise new ventures. We therefore 

examined the entrepreneurial scripts of individuals in a purposeful sample of 54 franchisees 

compared to two counterpart groups: 54 independent entrepreneurs and 94 managers (neither 

franchisee nor entrepreneur). Using MANCOVA and follow-up tests we find that franchisees are 

less like entrepreneurs and more similar to non-entrepreneur managers.   

 

INTRODUCTION 

Franchisees are important in entrepreneurship (Grunhagen & Mettelstaedt, 2005) 

because, as individuals, they have a role in the creation of new ventures (Low & MacMillan, 

1988). However, the extent to which this involvement is similar to and/ or distinct from other 

individual-based sources of entrepreneurship (e.g., non-franchise new ventures) is unclear. This 

is because franchisees participate in new business creation in a unique manner, since the 

development of their ventures is partly under the direction of others—namely franchisors. As the 

intersection of franchising and entrepreneurship literatures continues to develop, additional 

exploration is therefore required to better understand the extent to which franchisees differ from 

other entrepreneurs—the results of which would have implications for the inclusion of 

franchisees in study designs and theory-building in entrepreneurship research.  

Based upon the premise that decisions by individuals to engage in entrepreneurial activity 

are not randomly determined, and that it is therefore important to identify individual factors that 

can be systematically associated with entrepreneurship (c.f. Shane, 2003: 61, 94), researchers 
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have explored several lenses through which to distinguish between and among individuals as 

sources of entrepreneurship. These factors include age and education (Evans & Leighton, 1986), 

gender (Hisrich & Brush, 1986), immigration (Bonachich, 1973), locus of control (Berlew, 

1975), need for achievement (McClelland, 1961; McClelland, 1965), risk-taking propensity 

(Hull, Bosley, & Udell, 1982), etc.  Age and education explanations have been consistently 

supported and, hence, are used as standard control variables in most studies. As research has 

continued, a more nuanced story has emerged with respect to other variables.  For example, 

Shane (2003) summarizes research explaining how both demographic and psychological factors 

are important in explaining who exploits entrepreneurial opportunities.  Part of this more fine-

grained analysis, has been contributed by entrepreneurial cognition research, which has 

suggested additional explanations for individuals’ roles in entrepreneurship (Mitchell et al., 

2002a, 2007).  Specifically, Expert Information Processing Theory (EIPT) explanations within 

this research stream have been particularly useful in helping entrepreneurship researchers make 

distinctions between experts (entrepreneurs) and novices (e.g., managers) in a variety of 

countries (Mitchell, et al. 2000) and among various types of experts (Mitchell, et al., 2002b).  

While “expert” entrepreneurs are by no means expected to think perfectly about 

venturing, and while “novice” entrepreneurs are assumed to have some venturing-focused 

thought processes, the EIPT literature suggests that the scripts (action-based knowledge 

structures, e.g., Mitchell et al. 2000) of experts and novices will differ on important dimensions.  

For example, novices tend to concentrate on the surface features of a domain-specific task 

environment, whereas experts are not so distracted. Instead, they access a deeper knowledge base 

and specific problem solving processes (Charness, Krampe & Mayr, 1996; Glaser, 1984).  And 

thus, while there is no one entrepreneurial expert script, there is reason to suppose that 

entrepreneurs have a unique and distinct knowledge base and set of problem solving processes 
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that would suggest that there are cognitions inherent to a more-general entrepreneurial script 

(Mitchell et al. 2000; Mitchell, et al., 2002b). We therefore apply an EIPT-based approach to 

enable the comparison of entrepreneurial scripts among the groups of individuals implicated by 

our research question: To what extent do entrepreneurial scripts differ among entrepreneurs, 

managers, and franchisees?  

The intended contribution of this research is to help entrepreneurship scholars to increase 

understanding of the individual-level franchisee/ entrepreneur intersection where, on the one 

hand, empirical research suggests that purchase of a franchise is unlikely to reduce the risks 

facing a new business start-up” (e.g., Bates, 1998: 114); and on the other hand popular press 

articles continue to assert that “a franchise business lowers the risk because someone else has 

already pioneered the concept, tested the ideas, made the inevitable mistakes and found out what 

works and what doesn’t” (Sloan, 2010: 1). We therefore intend for our results to address such 

questions as: do franchisee entrepreneurial scripts more closely resemble those of entrepreneurs, 

or are they more akin to those of less-entrepreneurial manager/novices? While this contribution 

is explicitly descriptive in nature, we emphasize that because it is essential that advances in 

theory be founded upon a sound descriptive base (Nunnally, 1978), we view the analysis 

produced by this research to be a necessary building block in the further development of research 

at the intersection of franchise and entrepreneurship theory. 

 

FRANCHISEES AS ENTREPRENEURS 

Presently in the research literature there is no clear-cut distinction between franchisee-

entrepreneurs and non-franchisee entrepreneurs. However, some research has focused in this 

direction (e.g., Bates, 1995; 1998), but does not necessarily address differences stemming from 

underlying cognitive scripts. Beginning in the late twentieth century, various articles in the 
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literature started to delineate some directions for making these comparisons—but as this 

literature now stands, the needed baseline has not yet been fully demarcated. For example, as 

chronicled in Table 1, franchisees are often considered to be entrepreneurs in that they are 

sources of funds with an entrepreneurial profile (Oxenfeldt & Kelly, 1969), people with an 

‘entrepreneurial-type personality’ (Falbe, Dandridge, & Kumar, 1999; Grunhagen & 

Mettelstaedt, 2005; Jambulingam & Nevin, 1999; Withane, 1991), opportunity sentinels 

(Baucus, Baucus, & Human, 1996), and franchise-system innovators/ local pioneers (Clarkin & 

Rosa, 2005; Stanworth & Curran, 1999). However, franchisees have also been shown to differ 

from traditional entrepreneurs, in that they may be less-skilled (Williams, 1999) or less-familiar 

with their businesses (Kaufmann, 1999) than non-franchisee entrepreneurs. Based upon presently 

available research, then, only a blurred distinction can be made between franchisee-entrepreneurs 

and other entrepreneurs. 

{Insert Table 1 about here} 

In an effort to reduce the ambiguity in distinguishing among franchisees, other 

entrepreneurs, and managers, we therefore examine differences in thinking/ entrepreneurial 

cognitions, and apply Expert Information Processing Theory, which has previously been used to 

distinguish between entrepreneur and non-entrepreneur thought processes (e.g., Sarasvathy, 

Simon, & Lave, 1998; Mitchell et al., 2000, 2002b; Gustavsson, 2004; Corbett & Hmieleski, 

2007; Dew, et al., 2008, Sarasvathy, 2008, etc.). Entrepreneurs, as a type of expert in their 

domain, are thought to develop unique action-based knowledge structures (entrepreneurial 

scripts) and to process, transform, store, recover, and use information (e.g. Neisser, 1967) 

differently than non-entrepreneurs (Mitchell et al., 2000). Thus, the information processing 

theory branch of the entrepreneurial cognition research stream provides a likely means for 

researchers to investigate the extent to which entrepreneurial expert scripts differ among 
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entrepreneurs, managers, and franchisees to address the research question. We thus apply an 

EIPT-based approach in an attempt to assess the extent to which franchisee thinking/ scripts are 

entrepreneurial.  

 

EXPERT INFORMATION PROCESSING THEORY (EIPT) 

Why do individuals perform differentially depending upon the nature of the task domain? 

Ericsson (1996: vii) explains that the systematic, theoretical, and empirical work developed to 

answer this question has been underway since the seminal work on chess expertise by de Groot 

(1946/1978), which was rekindled in an interdisciplinary format by Chase and Simon (1973). 

Consistent with requirements for theory-building (e.g. Bacharach, 1989), which call for theory to 

comprise a statement of relations among concepts (variables or constructs) within a set of 

boundary limitations (1989: 496-498), a general theory for the structure of expertise was 

proposed by Chase and Simon (1973) based upon differential information processing concerning 

“any skilled task.” This general theoretical framework is now referred to in multiple streams of 

literature as Expert Information Processing Theory (EIPT) (Lord & Maher, 1990).  

According to Lord & Maher, “the key assumption underlying EIPT-based models is that 

people rely on already-developed knowledge structures to simplify the processing of 

information. However, these knowledge structures pertain only to a specific content domain” 

(1990: 13). The boundary-setting domain-specificity of knowledge structures is highly useful 

when trying to distinguish between two groups of individuals based upon their knowledge 

structures, for example: entrepreneurs from franchisees. It is also useful to note that the EIPT 

literature uses the term “knowledge structure” somewhat interchangeably with two other terms: a 

schema (a mental codification of experience that includes a particular organized way of 

cognitively perceiving and responding to a complex situation or set of stimuli) and an expert 
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“script.” As previously noted, within the entrepreneurship literature, entrepreneurial expert 

scripts have been defined to be “action-based knowledge structures” (Mitchell et al., 2000: 975). 

Evidence suggests that expert scripts in individuals are developed through in-depth 

experience within a particular domain (Lord & Maher, 1990; Walsh, 1995). In a variety of fields 

such as chess (Chase & Simon, 1973), computer programming (McKeithen, Reitman, Reuter, & 

Hirtle, 1981), law enforcement (Lurigio & Carroll, 1985), and physics (Chi, Glaser, & Rees, 

1982) empirical work has shown a consistency across specific domains as to how expert 

information is acquired, stored, and retrieved (Neisser, 1967) from the memory of individuals. 

This consistency is explained by the idea that experts develop knowledge structures/ schemas/ 

scripts about particular domains, and that these scripts enable them to significantly (e.g. two 

standard deviations) outperform those who neither have nor use expert scripts in that domain 

(Ericsson, Krampe, & Tesch-Romer, 1993; Glaser, 1984; Leddo & Abelson, 1986; Lord & 

Maher, 1990; Read, 1987). As structured knowledge, scripts have been found to be used by 

individuals in a particular order: first, for entry into the action sequence within a domain, and second, 

for the doing of the tasks required within this domain (Leddo & Abelson, 1986). Leddo and 

Abelson’s 1986 study reports the results of a set of experiments where the responses of subjects 

on several script-based tasks (e.g. planning) were observed. The scripts represented by the tasks 

were found to consist of information about both the situation itself and of the sequentially 

ordered knowledge required for performance within that situation. Early within the script 

sequence, individuals were found to emphasize the adequacy of script “entry” arrangements (e.g. 

does a plumber possess or have access to wrenches and piping?). Later in the script sequence, 

nested within their concern for arrangements, individuals were found to emphasize “doing” or 

enacting script requirements, which implies motivation/willingness and the opportunity-ability of 

individuals to carry out the main goal of the script (Leddo & Abelson, 1986: 121)  (e.g. given 
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tools and materials, will the plumber choose to, and be able to fix the leak?). Evidence of these 

three general cognitive processes (Arrangements, Willingness, and Opportunity-Ability) and 

their usefulness in distinguishing experts from novices has previously been found in cross-

cultural entrepreneurship (Mitchell et al., 2000, 2002). It is for this reason that we find the 

possibility of distinguishing entrepreneurs from franchisees using similar theory and methods to 

be particularly appealing. 

Hence, by utilizing EIPT to examine franchisee scripts, and comparing them with those 

of independent entrepreneurs and managers, we hope to better situate the role of franchisees 

within the field of entrepreneurial endeavor. Such an approach will add—as has been called 

for—greater diversity of theoretical perspectives in franchising research (Combs, Michael, & 

Castrogiovanni, 2004), and within the entrepreneurial cognition literature (Mitchell et al., 2007). 

Developing a franchisee-cognition-based explanation can both help to clarify the contribution of 

franchising to entrepreneurship, and continue to lay the groundwork for stronger theories to 

focus on the franchising phenomenon. 

 

ENTREPRENEURIAL SCRIPTS 

An entrepreneurial expert script, as previously defined in the literature (Mitchell et al., 

2000) is “highly developed, sequentially ordered knowledge” that forms “an action-based 

knowledge structure” used by entrepreneurs (2000: 975, emphasis in original). Mitchell et al. 

(2007: 8) suggest that the reason entrepreneurial scripts provide explanations for certain types of 

entrepreneurial behavior (e.g. the venture creation decision) is that entrepreneurs’ unique 

knowledge structures help them to process information in ways that enable them to see 

advantage despite imperfect market conditions, because they use information significantly better 
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than non-experts/ non-entrepreneurs—i.e., at  2 standard deviations above the mean in the 

population at large (Ericsson et al., 1993; Glaser, 1984; Leddo & Abelson, 1986; Lord & Maher, 

1990; Mitchell et al., 2000; Read, 1987). It is now well accepted that entrepreneurial scripts are 

dynamic knowledge structures that are susceptible to deliberate, practice-based change (Baron & 

Henry, 2006; Englebrecht, 1995; Mitchell, 2005). Being relatively specific to given domains, 

scripts also permit researchers to identify latent, underlying structures (Merton, 1975) within 

each domain. Accordingly, we speculate that script-based comparisons based upon different 

subdomains (independent entrepreneur, manager, and franchisee) will be useful in answering our 

research question about such differences in entrepreneurial cognitions. Specifically, we suggest 

that these differences might become evident by utilizing the previously-identified types of 

entrepreneurial scripts (Arrangements, Willingness, and Opportunity-Ability) as the basis for 

comparison. 

Within the entrepreneurial domain, Arrangements scripts have been defined to include 

the knowledge structures that individuals possess about funding and financial resources, asset 

and idea protection, and contacts/ networks necessary for new value-creating economic 

relationships (Rumelt, 1987; Vesper, 1996). Willingness scripts have been defined to be the 

knowledge structures that underlie the readiness or receptivity to exploring economic 

possibilities, urgency and risk-taking motivation, and a tolerance for making commitments in 

new economic relationships (Ghemawat, 1991; Krueger & Dickson, 1993; Krueger & Brazeal, 

1994; McClelland, 1968). Opportunity-Ability scripts are the knowledge structures that 

individuals have about new venture scenarios and patterns, new venture situations, the needed 

orientation toward success, and opportunity-recognition skills required to create a venture (Bird, 

1989; Boyd & Vozikis, 1994; Glade, 1967; Kirzner, 1982; Krueger & Carsrud, 1993; Stuart & 

Abetti, 1990; Vesper, 1980, 1996). 
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Accordingly, consistent with prior research (e.g., Mitchell et al., 2000), we argue that 

those who: (1) are able to more appropriately utilize Arrangements scripts about the financial 

resources, idea protection, and networks necessary to new value-creating economic relationships; 

(2) have more highly developed willingness scripts relating to the readiness to explore economic 

possibilities, be motivated by opportunity, and have a tolerance for making commitments in new 

economic relationships; and (3) rely upon Opportunity-Ability scripts to enact the “doing” of 

individual plans, such as in diagnosing the condition and potential of ventures, in being able to 

create value, and in drawing on and applying lessons learned in a variety of ventures (Leddo & 

Abelson, 1986: 121; Mitchell et al., 2000), will have sufficiently dimensionalized scripts that the 

comparisons required by the research question (i.e., among entrepreneurs, non-entrepreneur 

managers, and franchisees) might be made. This expectation is consistent with the finding that 

entrepreneurs, when compared with other individuals, may perceive starting a venture to be 

differentially risky because what may be perceived as risky to one individual is not to another 

given the influence of certain entrepreneurial cognitions1 (Simon, Houghton, & Aquino, 2000). 

Hence, we expect that independent entrepreneurs will possess Arrangements, Willingness and/ or 

Opportunity-Ability scripts differentially to those of managers and franchisees, who are likely, 

due to differences in their situations, to differ in their perceptions of their relevant configuration 

of social-cognitive forces (Fiske & Taylor, 1984).  

Since franchisees are subject to exogenous direction from franchisors, we anticipate that 

across the range of entrepreneurial roles (low to high: manager – low, franchisee – medium, 

independent entrepreneur – high), the three groups are likely to have sufficiently different 

thinking patterns that an analysis of their entrepreneurial scripts will produce useful 

                                                 
1 We note that the plural use of the term cognition (cognitions) is becoming increasingly useful in the literature (e.g., 
Taylor, Lerner, Sherman, Sage, & McDowell, 2003), and accordingly, have adopted this form of usage to more 
precisely describe our intended meaning. 
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comparisons. While entrepreneur-manager differences have been well-documented in the 

literature (e.g. Gustavsson, 2004; Mitchell et al., 2000, 2002b; Sarasvathy, Simon, & Lave, 

1998), we argue that it is now necessary and helpful to provide a similar rationale for 

franchisees. In the following section we briefly sketch what is known about each of the three 

groups (entrepreneurs, managers, and franchisees), to develop a rationale for the script 

differences that we test in this study.  

 

FRANCHISEE SCRIPTS 

One property of individuals’ scripts that is of great interest and usefulness in the study of 

expertise, is the persistent level of relative sameness of scripts within a context-specific domain 

(Abbott & Black, 1986) that is absent for individuals who are unfamiliar with that domain 

(Glaser, 1984). We relied upon this property to hold true for this study as well.  Hence, because 

the domain of each group in the study is context-specific to that group (e.g., entrepreneurs’ 

context will differ somewhat from managers’ context, both of which will differ from franchisees’ 

context) we expected that franchisee and manager scripts might also differ from those of 

entrepreneurs.  We had additional theoretical reason to expect such differences in the 

entrepreneurial case, because this pattern of context-specificity has been observed previously by 

Mitchell et al (2002b), who found that entrepreneur-experts—while distinct from novices—were 

also differentiable within the expert group based upon country differences: their scripts being 

distinct due to culture.  

Context-specificity is therefore expected to differ in the case of franchisee scripts 

because, for whatever variety of reasons, some individuals choose not to start a new business on 

their own (franchisees), others choose to start the business and create a management system that 

can be replicated (franchisors), and still others choose to run the businesses created by others 
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(managers). This creates three distinct, context-specific, thinking domains. We suggest that this 

division of labor is decisive in the formation of franchisee scripts. For example, there is a need 

for franchisees to draw on existing relationships and develop new ones to raise financial capital 

and other resources needed to obtain a franchise. Given this fundamental requirement, 

franchisees and entrepreneurs are likely to have similar Arrangement scripts. On the other hand, 

franchisees do not need to have a drive to explore, a willingness to take risks, the ability to 

recognize opportunities, etc. to the same extent that entrepreneurs do, owing to the fact that the 

franchise agreement is spelled out and the opportunities and risks of the franchise concept are 

reasonably well understood. Therefore, on the willingness and opportunity-ability dimensions the 

entrepreneurial scripts of franchisees are likely to differ from those of entrepreneurs; and there is 

also likely to be little difference between franchisees and managers on these dimensions since the 

job of the latter does not necessarily require the development of those cognitive capabilities. 

So when it comes to the formation of expert scripts as we have defined them, we think 

that it is logical to expect that differences in business-involvement choice will lead to differences in 

knowledge structures (scripts).  In our literature review we have found distinct patterns of action by 

individuals within each of the three groups in a variety of areas where differences in these actions 

could lead to differences in knowledge structures2.  These include actions concerning, for example, 

resources, idea protection, network building, motivation, commitment, skill application, and 

interaction with the environment. 

Thus we note in the literature that as it concerns, for example, the resource component of 

arrangements scripts, entrepreneurs more often go to their limit in seeking the input of resources 

(Baker & Nelson, 2005), while managers are concerned with resources not their own (Bhide, 2000), 
                                                 
2 This is not to suggest that there are not similarities as well.  For example it might be expected that members of all 
three groups might desire to avoid failure (e.g. McGrath, 1999), focus on profits or “rent seeking” (e.g. Rumelt, 
1987), and/ or utilize strategic thinking (e.g. Vesper, 1996).  But notwithstanding similarities, there is still reason to 
expect differences in the scripts of individuals that can be attributed to their group membership. 
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and franchisees focus on gaining managerial resources from the franchisor (Williams, 1999) in 

exchange for their output of resources to fund the franchise (which is usually less than their full net 

worth) (e.g., Grunhagen & Mittlestaedt, 2005).  Entrepreneurs more-often protect their new ideas 

through first mover advantages or other isolating mechanisms (Rumelt, 1987), managers only have 

company ideas to protect as agents—which they may or may not do (Jensen & Meckling, 1976), 

and franchisees have access to ideas through contractual obligation, or a franchisor-built brand 

name (e.g., Grunhagen & Mittlestaedt, 2005; Shane & Spell, 1998).  Entrepreneurs are social 

network builders external to themselves (Sundbo, Johnston, Mattsson, & Millett, 2001), managers 

are internal network builders focused within the firm (Moran, 2005), while franchisees’ networks 

primarily focus on interactions within the franchise chain (Sorenson & Sorenson, 2001). 

Where motivation and commitment are concerned as they might affect willingness scripts, 

similar activity-based differences have been observed.  Entrepreneurs are thought to be more 

motivated by advancement, growth, accomplishment and emotional fulfillment (Corbett & 

Hmieleski, 2007; Grunhagen & Mittlestaedt, 2005), managers by competence, efficiency, and need 

for power (Wayne, Stewart, Watson, Warren, Carland, & Carland, 1998), and franchisees by 

independence (being my own boss) and security (Grunhagen & Mittlestaedt, 2005).  Differences in 

commitment-based action that can lead to differences in willingness scripts may also be observed in 

entrepreneurs’ differential perceptions – where they treat situations as less-risky (De Carolis, Litzky 

& Eddleston, 2009) – and therefore commit based upon these bias or heuristic-based perceptions 

(Busenitz & Barney, 1997).  Managers’ priority actions center on business continuation (Laux, 

2001), and franchisees’ commitments are contractual and contingent (e.g. won’t sink every dollar 

into the venture) (Grunhagen & Mittlestaedt, 2005).   

And when it comes to ability scripts, the literature also chronicles differences.  For example, 

the skills of entrepreneurs center on the opening of new markets and on actions that drive 
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innovation (Bryant, 2006), the skills of managers on such key tasks as monitoring (Laux, 2001), and 

those of franchisees more on the basics of business, having been documented to have fewer or lower 

quality skills than, for example, entrepreneurs (Williams, 1998).  Concerning interaction with the 

environment – as another example of ability-type differences – entrepreneurs are thought to practice 

an exceptionally comprehensive set of skills, including: “. . . opportunity recognition and screening, 

business planning, creative problem solving, strategic marketing, financial management, human 

resource management, and leadership and persuasive skills” (Douglas & Shepherd, 1999: 235). 

Managers have a different set of schema-based actions rooted in their organizational role v. in the 

environment (Corbett & Hmieleski, 2007).  Franchisees, again different, are thought to focus more 

upon the application of local knowledge to benefit the franchise system (Falbe, Dandridge, & 

Kumar, 1999). 

Accordingly, as we examined franchisee entrepreneurial scripts, we investigated two 

empirical questions: (1) Are there differences in Arrangements, Willingness, and Opportunity-

Ability scripts among entrepreneurs, managers, and franchisees and, if so, (2) what are those 

differences? To address these questions we tested the following hypothesis: 

Hypothesis: There are differences among the mean vectors among entrepreneur, manager, 
and franchisee groups on three constructs of entrepreneurial expertise: Arrangements, 
Willingness, and Opportunity-Ability. 

 
 

METHODOLOGY 

 The methodology used to conduct this study is a direct application of an instrument 

previously used by Mitchell, et al (2000). It is reported in the following three sections: (1) data 

collection, (2) measurement, and (3) data analysis. 
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Data Collection 

 In order to test for the differences among the groups of interest as stated in the 

hypothesis, data were collected from entrepreneurs, managers, and franchisees. To ensure the 

clarity of group boundaries and thus the differentiability sought in this study, the operational 

definition of each group followed the relatively narrow “start-a-new venture” definition of 

entrepreneurship suggested by Low & MacMillan (1988) as introduced at the outset of this 

article.  Study participants classified as entrepreneurs had started at least three businesses, one of 

which ran successfully for at least a year; or they were currently running a successful business 

they had started, which had been in operation for over two years. Managers had not started an 

entrepreneurial venture or a franchise but had at least two years of business management 

experience and/or training. Respondents were qualified as franchisees if they had successfully 

run a franchise for over two years and had new venture (non-franchise) experience of less than 

two years. Over 80% of the franchisees had less than one year of non-franchise entrepreneurial 

experience.  

 Because of the difficulty in accessing sampling frames for probability samples in social 

science research (Pedhazur & Schmelkin, 1991), we used a purposeful sampling approach. The 

research team worked in conjunction with local business leaders to identify qualified potential 

entrepreneur and manager respondents.  Appropriate entrepreneurial respondents were identified 

through chambers of commerce and small business development centers. Managerial 

respondents were contacted through interaction with chambers of commerce and local business 

schools. This approach relied upon the combined judgment of researchers and local assistants as 

survey respondents of various service businesses, education levels, ages, and backgrounds in 

business experience were selected. Once potential entrepreneur and manager respondents were 

identified, they were approached in person by a research assistant with the request to complete a 
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pre-tested, structured, paper-and-pencil survey instrument. The personal contact with potential 

participants allowed for group membership qualification prior to the request for survey 

completion. It also encouraged participation, resulting in a response rate of 90 percent. 

 Potential franchisee respondents were identified through a purchased e-mail address list 

of franchise owners residing and working throughout the U.S.A. Selected franchisees each had a 

business location separate from their residence. They were contacted via email and requested to 

respond to an on-line survey. This survey instrument was exactly the same in content as the 

paper survey completed by the entrepreneurs and managers. The online survey generated a 

response rate of 21 percent; but only 29 percent of the respondents were qualified as franchisees 

with a minimum of two years of franchise experience and less than two years of non-franchise, 

new venture experience. 

 Accordingly, data (n=202) were collected from three U.S. populations: (1) entrepreneurs 

(n=54), (2) managers (n=94) and (3) franchisees (n=59, of which 5 were deleted due to missing 

values). The respondents in this study were therefore entrepreneurs and franchisees in the private 

sector, and managers in both private and public sectors, with some managers being business 

students with business experience or training. This sample included only respondents involved in 

services broadly defined: the franchisees own franchises in industries as varied as education, 

security, hotel, business services, beauty, and real estate. Some examples of the owned franchises 

are Sylvan, Fantastic Sams, Action International, and Sonitrol. 

 Because age and education have been shown to be potential alternative explanations for 

differences between entrepreneurs and managers, we examined these demographics. We found 

that there are differences among the studied groups on these demographics (p < .000 on both 

variables). We thus controlled for their effects in our analysis. 
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Measurement 

Script Cue Methodology. It has now been well established in the literature that the 

information-processing scripts of entrepreneurs are distinct (Mitchell et al., 2000, 2002a, 2009). 

Their content at a given point in time (Walsh, 1995) can be measured by language-based 

methodologies such as script-cue recognition (Mitchell et al., 2000, 2002a, 2009) and protocol 

analysis (Sarasvathy, 2008), and through physiological means (Ericsson, 2002).  These 

approaches are needed because assessing levels of cognitive activity involves measuring 

phenomena that are not directly observable (Posner, 1973: 92-93).  The latter branch relies upon 

physiological observations (e.g. eye movements, responses to color stimuli, PET scans, etc.) and 

the former upon symbolic observation (e.g. protocol analysis, script cue recognition, etc.).  Script 

cue recognition, therefore, uses respondents’ symbolic feedback systems to provide evidence of 

various types of cognitive activity.  As explained by Mitchell et al. (2000), script cue recognition 

accomplishes this measurement task as follows: 

“One accepted approach, based on expert information processing theory, is to use a 
script-scenario construction model (Glaser, 1984; Read, 1987).  In this approach, the 
existence and degree of mastery of scripts is inferred based on respondent selection of 
paired response choices, one that represents expertise or script mastery, and one that does 
not.   Experts, when presented with problems within their domain of expertise, are 
expected to access their knowledge structures/scripts to select the response choice (cue) 
consistent with that script (Glaser, 1984: 99).  Non-experts, being unable to access an 
appropriate script, are more likely to choose a socially desirable (Crowne & Marlowe, 
1964) distracter cue.  The cues are not the scripts, but when selected, simply provide 
evidence regarding the likely existence and mastery of a script” (2000: 982).  

 
The full details of the development and utilization of the script-cue-recognition 

measurement method in entrepreneurship research are reported in Mitchell et al. (2009).  This 

report provides a detailed explanation for how to apply to entrepreneurship research, the script-

scenario construction model specified by Glaser (1984) and Read (1987) where the structure 

criteria for script-cue construction (e.g. compliance with: sequence & norms, knowledge 
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categories, structure guidelines, and structure definition), and the content criteria (e.g. 

compliance with the six steps of content identification) are combined to produce five decision 

rules for script-cue construction (2009: 115-119). An extensive analysis of entrepreneurship-

related script cue development and use in the classification of experts and novices is also 

reported. 

 Mastery of the Arrangements, Willingness, and Opportunity-Ability scripts cannot be 

measured directly since scripts are internal mental operations and are (as just noted), not directly 

observable (Posner, 1973: 92-93). Use of a script-scenario model is an accepted, indirect 

measurement procedure where mastery is inferred from respondent selection among response 

choices (Glaser, 1984; Read, 1987). The scenario cues are not the scripts; but the selection of the 

cue by a respondent provides evidence indicating the likely existence of the script. Hence, a 

paired script cue method (mastery cue – distracter cue) was used to measure Arrangements, 

Willingness, and Opportunity-Ability.  

The script-cue recognition methodology depends for its utility upon the generally 

accepted finding that non-experts are unable to infer further knowledge from the literal cues in 

expertise-specific problem statements.  This inability is thought to occur because “the knowledge 

of novices is organized around the literal objects explicitly given in a problem statement” 

(Glaser, 1984: 98).  Thus a non-expert with a plumbing problem, when confronted with a leaking 

pipe, would be restricted to knowledge that related to the literal objects: wet floor, spraying 

water, etc.  An expert plumber would deal with the abstractions inherent (subsumed) within the 

problem: water pressure, type of pipe, likely causes for the leak, repair strategies, and other 

abstractions on the problem that are beyond the literal objects at hand.  Hence, experts’ 

knowledge is organized around principles and abstractions that: (1) are not apparent in problem 

statements, (2) subsume the literal objects, and (3) derive instead from a knowledge about the 
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application of particular subject matter, leading experts to generate relevant inferences within the 

context of the knowledge structure or script that they have acquired (Glaser, 1984). Thus, expert 

knowledge is “schematized,“ i.e. organized in chunks or packages so that, given the appropriate 

situational context, an individual has many likely inferences available on what might happen 

next in a given situation (Abelson & Black, 1986). The script-cue-recognition approach, 

therefore, suggests that if little bits of situational context (representations from expert scripts) 

were to be provided to individuals as cues, their ability to recognize the information as applicable 

to them individually, should confirm the elements of an expert script, while also revealing 

individuals’ expertise.  

Using an acceptable script-cue construction methodology (e.g., Mitchell et al., 2009; 

Read, 1987), a questionnaire was produced to cue individuals, whose responses indicate 

recognitions. Appropriate script and distracter cues were developed using the empirical 

entrepreneurship literature, the expert theory literature, and panels of entrepreneurial experts. 

The cues were tested for face and external validity through interviews with entrepreneurs, 

business non-entrepreneurs, and franchisees. The items and the wording of cues were refined on 

the basis of these interviews and some additional pretests.  

Each item in the questionnaire consists of a two-alternative multiple-choice question. One 

alternative is the script cue, and the other is a distracter statement—a  plausible, even appealing 

alternative to those who are unfamiliar with the domain (new venture formation). Distracter 

statements that appeal to individuals’ notions of social desirability (Crowne & Marlowe, 1964) 

or that conform to commonly accepted entrepreneurial myths, add additional distinguishing 

precision to script-cue recognitions as an empirical reference point, since the likelihood that 

novices will select a script cue is markedly diminished by the availability of an appealing but 

wrong choice that only an expert could avoid (see Appendix).  
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Development of Measures for Arrangements, Willingness, and Opportunity-Ability. In 

order to evaluate differences among the studied groups, three formative factors resembling 

indices (Diamantopoulos & Winklhofer, 2001), were developed—one each to measure 

Arrangements, Willingness, and Opportunity-Ability. Development of each construct was 

independent of development of the other two.   

Script-cue questions were written to elicit responses that would indicate the existence (or 

absence) of expertise in areas that have been established as components of Arrangements, 

Willingness, and Opportunity-Ability. The responses that were expected to illuminate cognitive 

scripts in the constructs that form the Arrangements factor were scored as “1” when the expert 

script was recognized, and “0” when the distracter statement was selected. Each respondent’s 

score for the Arrangements factor was calculated by summing the scores (1 or 0) for the 

responses to script-cue questions that underlie this construct (Nunnally, 1978: 16). The same 

analyses were conducted with regard to the constructs of Willingness and Opportunity-Ability.  

As a comparative and contextualizing aside, it is important to note that researchers have 

made a clear distinction between formative indicators and reflective indicators. Chin (1998, ix) 

explains that unlike reflective indicators, 

 “. . . formative indicators . . . are measures that form or cause the creation or 
change in a LV [latent variable]. An example is socio-economic status (SES), 
where indicators such as education, income, and occupational prestige are items 
that cause or form the latent variable SES. If an individual loses his or her job, the 
SES would be negatively affected. But to say that a negative change has occurred 
in an individual’s SES does not imply that there was a job loss. Furthermore, a 
change in an indicator (say income) does not necessarily imply a similar 
directional change for the other indicators (say education or occupational 
prestige).”  
 

Additionally, formative indicators are independent components of a construct and they may not 

be highly correlated. Therefore, it is inappropriate to expect unidimensionality at the construct 

level or to assess reliability at the item level with Cronbach’s alpha (Howell, 1987: 121; 
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Diamantopoulos & Winklhofer, 2001). Although discussions concerning formative indicators 

have been ongoing for several decades, guidelines for constructing indices based on formative 

indicators have only been developed during the last several years. Diamantopoulos & 

Winklhofer (2001, 271-272) provide a summary of critical  procedures  in successful index 

construction: content specification, indicator specification, indicator collinearity, and external 

validity. 

The content or scope of the factors in our model—Arrangements, Willingness, and 

Opportunity-Ability—were specified by selecting theoretically and statistically established 

indicators as items in the index. These items were then summed and represent an index that 

specifies the domain of content for each formative construct. 

Indicator specification means that the “items used as indicators must cover the scope of 

the factor as described under the content specification.” As mentioned above, the formative 

indicators or items (responses to appropriately designed script-cue questions) assigned to each 

construct were then summed together, Thus, a scale or index was formed with a unique meaning 

that derives from the contribution of all items when taken together (Nunnally, 1978).  

Indicator collinearity indicates the importance of low intercorrelations between formative 

indicators within an index. Accordingly, we ran an assessment of intercorrelations between the 

formative items in each of the three constructs and found no evidence of multicollinearity.  

Every attempt was made to assure external validity through thorough search of the literature and 

consultation with expert panels. Accordingly, we believe that in assembling previously-used 

script cues (see Appendix) to reveal meaning within a unique but well-bounded domain, we have 

been able to utilize script-cue recognition as an appropriate measurement method for this study. 
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Data Analysis 

 The hypothesis to be tested requires several statistical tests in order to examine 

differences among the three groups (entrepreneurs, franchisees, and managers), based on the 

three constructs of entrepreneurial scripts (Arrangements, Willingness, and Opportunity-Ability). 

The first examination tool employed was Multivariate Analysis of Variance (MANOVA). It is 

also an excellent tool to test differences among groups with multiple variables because it 

concurrently considers the covariance among the variables. Since age and education have been 

shown to differ among our studied groups, it is appropriate to partial off the variation due to 

these covariates. Thus, Analysis of Covariance (ANCOVA) and Multivariate Analysis of 

Covariance (MANCOVA) were used to examine the differences among the three groups of 

interest. These tests provide results analogous to ANOVA and MANOVA while controlling for 

any potential effect that might be attributed to age or education. 

 A second tool used, Multiple Discriminant Analysis (MDA), established the nature of the 

differences among the three groups when all variables were examined concurrently. MDA is a 

statistical tool that calculates linear combinations of multiple variables (discriminant functions) 

that will discriminate between or among groups better than any other linear combinations 

(Tatsuoka & Tiedeman, 1954). Because in this analysis there are three groups (entrepreneurs, 

franchisees, and managers), the maximum number of discriminant functions that can be 

calculated is n-1, or two. The three variables in the analyses are Arrangements, Willingness, and 

Opportunity-Ability.  

 Finally, because this research focuses on the differences between franchisees and each of 

the other two groups (entrepreneurs and managers), a series of follow-up univariate t-tests were 

employed to analyze differences based on each of the variables of Arrangements, Willingness, 

and Opportunity-Ability. These difference tests were conducted between two sets of two groups 
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each: (1) between franchisees and entrepreneurs, and (2) between franchisees and managers. Due 

to the repeated significance tests performed between groups, a Bonferroni adjustment in the 

expected significance level (α) was made (Bland & Altman, 1995). Since three t-tests were run 

between each set of two groups, the significance level was divided by three. Thus, the more-

stringent significance level utilized was α = .05 / 3 = .0167. 

RESULTS 

 The primary research question calls for an examination of the differences in expert 

entrepreneurial scripts among three studied groups: (1) entrepreneurs, (2) managers, and (3) 

franchisees. The ANCOVA and MANCOVA analyses, presented in Table 2, examined 

differences among these three groups while controlling for any variance attributed to age or 

education. Significant differences among groups were identified on all three dependent variables 

of Arrangements, Willingness, and Opportunity-Ability in the ANCOVA analysis.  The 

MANCOVA results show that when differences in Arrangements, Willingness, and Opportunity-

Ability were examined simultaneously, there is a statistically significant difference (p<.000) in 

these scripts among the three groups.  

{INSERT TABLE 2 ABOUT HERE} 

 Since significant differences were found among the groups, additional analyses were 

conducted to explore the nature of those differences. Results from the multiple discriminant 

analysis identified two discrete, significant discriminant functions (p<.000; p<.027). The 

discriminant function coefficients, established using a varimax rotation reveal that Discriminant 

Function 1 is primarily comprised of Opportunity-Ability (.890) and Willingness (.588) scripts. 

Discriminant Function 2 is comprised almost entirely of Arrangements (.997) scripts. These 

findings are consistent with theoretical expectations that individuals differentiate “doing” or 
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enacting script requirements (willingness/ ability) from their concern for script “entry” 

(arrangements) (Leddo & Abelson, 1996).  

 The plot of the group centroids on the discriminant functions is provided in Figure 1. 

Coordinates for each group centroid are indicated on the graph. The Cartesian grid presented in 

Figure 1 has the horizontal X-axis representing Function 1 (Opportunity-Ability and 

Willingness) and the vertical Y-axis representing Function 2 (Arrangements). Entrepreneurs, 

managers, and franchisees plot in three different quadrants of this grid according to the derived 

coordinates. 

{INSERT FIGURE 1 ABOUT HERE} 

 Additional post-hoc tests were conducted to further clarify the differences found between 

the franchisees and each of the other two groups individually. Univariate t-tests helped to 

delineate differences in entrepreneurial expertise between franchisees and entrepreneurs, and 

between franchisees and managers. First, in comparing franchisees to entrepreneurs, t-tests show 

a significant difference between the two groups in Willingness (p<.009) and Opportunity-Ability 

scripts (p<.000); but no significant difference was found in Arrangements scripts (p<.769). These 

results are presented in Table 3. 

{INSERT TABLE 3 ABOUT HERE} 

 Conversely, when comparing franchisees with managers, t-tests show a significant 

difference in Arrangements scripts (p<.000), but no significant difference was found in either 

Willingness (p<.125) or Opportunity-Ability scripts (.170), as shown in Table 4.  

{INSERT TABLE 4 ABOUT HERE} 

The foregoing results lead us to several observations concerning the research question, which we 

discuss in the following section. 

 24



DISCUSSION 

In this study we set out to discover the extent to which franchisees differ cognitively from 

traditional entrepreneurs and managers, specifically with respect to their entrepreneurial 

knowledge structures, or expert scripts. We find that entrepreneurs exhibit expert scripts across-

the-board in Arrangements, Willingness, and Opportunity-Ability. Franchisees, however, exhibit 

Arrangements scripts similar to those of entrepreneurs but a comparatively lower level of 

Opportunity-Ability and Willingness scripts. When compared with managers, franchisees exhibit 

a higher level of Arrangements scripts but a similar level of Opportunity-Ability and Willingness 

scripts. In short, franchisees appear to possess entrepreneur-type Arrangements scripts but 

entrepreneurial Willingness and Opportunity-Ability scripts measured at levels similar to 

managers. We interpret this to mean that franchisees can make the arrangements necessary for 

venturing—such as providing or accessing the required financial capital, and taking essential 

steps toward protecting against competitive imitation—but they lack comparable expertise in 

areas such as risk-taking, opportunity recognition, and venture diagnostic ability. In this respect, 

and consistent with Williams (1999), franchisees appear indeed to have a differential skill set to 

that of independent entrepreneurs. This study shows that, generally, such differences are more 

strongly related to Willingness and Opportunity-Ability scripts than to Arrangements scripts, and 

have general implications that include the following: (1) higher-than-expected difference from 

entrepreneurs, and (2) franchisee developmental censoring. This study also has implications for 

entrepreneurship/ franchise research and practice. 

General Implications 

One useful result of this study is evidence that franchisees seem cognitively to be less 

like entrepreneurs than previously thought.  While franchisees generally have the necessary 

Arrangements scripts, they appear more likely to rely on the franchisor (or franchise business 
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model) to balance the need for Willingness and Opportunity-Ability scripts, or expertise. While 

previous literature (as noted in Table 1) has focused largely on the idea of franchisees as 

entrepreneurs, the results of our study tend to better support the idea that franchisees are 

cognitively more similar to non-entrepreneurial managers.  

The outcomes of this study also lend credence to the speculation that the unique social 

relationship, upon which the franchisor-franchisee relationship is based, has strong implications 

on the development of the franchisee skill set. Given the lower level of Willingness and 

Opportunity-Ability scripts of franchisees as compared to entrepreneurs, it appears, indeed, that 

franchisees do not have, nor do they develop, the full range of entrepreneurial scripts possessed 

by independent entrepreneurs. Because franchisees seem to more closely resemble managers 

than entrepreneurs (in that they appear to be more like managers with add-on Arrangements 

scripts), it seems likely that the franchisee skill set will emphasize the expertise to marshal 

needed resources and make necessary arrangements to buy and manage a franchise, but without 

sufficient expertise to go-it-alone. We note, however, that the lack of difference between 

franchisees and managers on two of the three script dimensions we tested does not necessarily 

mean that they have the same script, only that they do not differ in terms of the degree to which 

they conform to a more generalized entrepreneurial script from which we drew to create the 

measurement cues. And even in this case the results should be interpreted with care, because a 

null finding could easily be a function of, for example, sampling or measurement error. 

These observations do, however, support Shane’s (2003: 116) assertion that “people with 

(cognitive) characteristics that other people do not have will make decisions to exploit the same 

opportunities that other people will not choose to exploit.”  This study demonstrates the general 

idea of differential opportunity exploitation among independent entrepreneurs, managers, and 

franchisees, depending upon type of entrepreneurial script. 
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Implications for Research 

 The comparative lack of Willingness and Opportunity-Ability scripts evidenced in 

franchisees as compared to entrepreneurs has notable implications for franchising research. In 

this study we documented cognitive differences among franchisees, their independent 

entrepreneur counterparts, and non-entrepreneur managers. Because these results suggest a 

somewhat counter-intuitive assertion—that franchisees are more like managers than 

entrepreneurs—more research is needed to further explore the extent of this new framing and the 

effect that the differences we have found might have on explanations of new venture formation. 

Pertinent areas of future research include the following: the study of nascent franchisees, the 

further mapping of franchisor scripts/ expertise, the examination of the differences between 

successful and non-successful franchisees using the cognitive perspective, and the exploration of 

franchisee expertise within a framework of managerial scripts. 

First, the foregoing observations lead us to suggest that research is needed on the 

cognitive characteristics and information processing skill sets of nascent franchisees. It is unclear 

whether nascent franchisees exhibit Arrangements scripts a priori, or if the scripts are developed 

through the franchising experience. Understanding the levels of expert scripts found in nascent 

franchisees will have important implications on the extent to which Arrangements scripts, 

separate from Willingness and Opportunity-Ability scripts, are developed through the 

franchising process.  

Second, in addition to looking solely at franchisees, further studies might also focus on 

franchisors to answer questions that arise from the new perspectives suggested by these findings. 

In the case of entrepreneurial franchisors, we should investigate franchisor levels of 

entrepreneurial expert scripts. Future research should consider the extent to which franchisors are 

the true expert entrepreneurs in the franchisor-franchisee relationship, and whether this 
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relationship is, in actuality, a symbiotic blending of two necessary but not sufficient script types 

(e.g., as suggested by EIPT: entry is distinct from doing, but both are necessary for expert 

results).  

Third, as suggested earlier, future studies might also focus on the difference between 

successful and non-successful franchisees. Our study surveyed only franchisees in business, but 

additional research is needed to ascertain the extent to which failed franchisees have significantly 

different knowledge structures from successful franchisees. For example, we should examine 

whether a lack of Arrangements scripts leads to franchisee failure, or simply the failure to choose 

to enter the franchise business. For successful franchisees, the franchisor (or maybe the franchise 

business model) appears to compensate for a franchisee core competency misfit, allowing 

franchisees to purchase franchises outside their area of expertise. But further research is needed 

to explore the extent of this possible compensating influence. For instance, is franchisee failure 

the result of a poor business model that fails to compensate for a franchisee’s lack of Willingness 

and Opportunity-Ability scripts, and, if so, what elements of a business model are most essential 

to compensate for a franchisee’s lack of expert scripts? Accordingly, this study prompts a wide 

range of opportunities for further examination of franchisees within the context of 

entrepreneurship research. 

A final area of inquiry prompted by this research is the examination of managerial 

scripts, and the positioning of franchisees within those scripts.  It is important to note that 

managerial scripts are not necessarily the inverse of entrepreneurial scripts.  Since this research 

shows the tendency for franchisees to exhibit entrepreneurial scripts that resemble the 

entrepreneurial scripts of managers, it would be very interesting to explore the similarities and 

differences between franchisees and managers within the framework of managerial cognitive 

script cues. 
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Implications for Practice 

 Understanding that franchisees are more likely to have Arrangements scripts but often are 

less likely to have Willingness and Opportunity-Ability scripts has important implications for the 

selection and training of franchisees, for the franchise investment decision, and for socially 

responsible applications such as poverty alleviation.  

 Selection and training practices are an obvious first implication of our findings. For 

example, knowing that the franchisees can be successful without high levels of Willingness and 

Opportunity-Ability scripts, franchisors might choose to focus on Arrangement scripts when 

selecting franchisees. Regarding training, since guided preparation from an outside source leads 

to better long-term growth for new ventures (Chrisman, McMullan, and Hall, 2005), guided 

preparation for franchisees (from an outside source—the franchisor) should focus on doing the 

job required of Willingness and Opportunity-Ability scripts. Our results suggest that franchisors 

should ensure that their franchise business model can compensate for the franchisee’s lack of 

Willingness and Opportunity-Ability scripts.  

 Furthermore, having identified the differences in entrepreneurial cognition between 

successful franchisees, independent entrepreneurs, and managers, potential entrepreneurs may be 

able to better make informed decisions regarding the selection of the types of entrepreneurial 

activities with which they become involved. In deciding whether to go-it-alone or become a 

franchisee, potential entrepreneurs can use appropriate tools to assess their own skill set and 

determine their own levels of entrepreneurial expertise with an eye to matching strengths and 

opportunities. That is, with an understanding of the Arrangements, Willingness, and 

Opportunity-Ability scripts such individuals may or may not have, they might be better able to 

determine if franchising is a proper fit for them.  
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Additionally, a better understanding of franchisee expertise also has important 

implications for the use of franchising as a tool in making a positive social difference, e.g., in 

poverty alleviation. It is believed that franchising can become a powerful means of helping 

developing countries achieve economic growth and reduce unemployment, by providing jobs, 

services, and management training (Falbe & Dandridge, 1992). Our findings suggest that not all 

aspiring entrepreneurs in developed or developing settings have the sufficient skill set to create a 

new venture. Franchising can, in some measure, address this concern. Since Arrangements, 

Willingness, and Opportunity-Ability scripts are necessary for entrepreneurial expertise 

regardless of country, location, or culture (Mitchell et al., 2002b), franchising might be a feasible 

answer for would-be entrepreneurs in developing countries who lack Willingness and 

Opportunity-Ability scripts, and where existing infrastructure for providing Arrangements (e.g., 

foreign aid funding or microcredit) can be refined to facilitate broader use of the franchise 

model. 

LIMITATIONS 

The foregoing results should be considered in light of study limitations. First, this study 

applies Expert Information Processing Theory to a previously unexplored domain: the 

comparative cognitions represented by the scripts of independent entrepreneurs, managers, and 

franchisees. Accordingly, we have, of necessity, extended prior research methods to construct 

and examine new formative indicators of the Arrangements, Willingness, and Opportunity-

Ability knowledge-structure constructs. We acknowledge that the study of franchisees within the 

entrepreneurship research context is still developing and that our findings are a next-step point of 

reference, rather than being dispositive of the relevant issues.  

Also, concerning measurement using the script cue methodology (e.g. Mitchell et al, 

2009), we are aware that some readers might observe that certain items that are designed to cue 
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scripts, particularly Arrangements scripts, might also point to real differences between 

entrepreneurs, franchisees, and managers that may or may not be due to differences in their 

underlying cognitive scripts (e.g., I presently: (a) control acquisition or expansion funds… versus 

(b) will need to raise financing…). This is not an unusual observation, given that cognition is not 

directly observable, and that accordingly, certain context-relevant “objects” must be included in 

problem statements to enable the distinction between deep v. surface thinking to be detected (e.g. 

Glaser, 1984: 98).  Therefore, while we did not exclude such cues due to their serviceability to 

the foregoing task, we nevertheless examined the results with, and without such cues, noted that 

the conclusions would remain unchanged in their absence; but we then left them in the analysis 

to avoid violating the assumptions necessary when formative indicators are utilized. 

Additionally, the study utilizes a purposeful sample, and contains a small number of 

students with managerial experience within the manager group. However, we do not believe that 

these sampling issues materially impinge upon the results, since respondents in each group were 

demographically similar and reflect a cross-section of business experiences and industries. The 

non-random sample calls for caution in generalization of results since all elements of each target 

population may not be represented.  Yet, the sampling methodology included respondents 

identified through multiple sources, from multiple geographic regions, and via multiple contact 

lists. Furthermore, the manager category is sufficiently broad to encompass a very wide range of 

limited-experience respondents. Thus, while we have not fully eliminated the limitations posed 

by the adjustments to measurement techniques required, and the purposeful sample data in our 

sample, we have taken what we believe to be reasonable steps to bound our interpretation; and 

therefore suggest that—despite these limitations—the measures and sample are appropriate for 

the exploratory focus of the study.  
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CONCLUSION 

A franchise represents a remarkably sophisticated yet flexible social system that may 

have been taken for granted due, ironically, to its own effectiveness. It is a familiar tale: 

entrepreneur-specialists in need of capital and expansion form a bond with franchisee-

generalists. Often, this combination works well for both parties—possibly much better when 

working together than when working separately. Interestingly, it has been this quasi-unitary 

attribute that has made franchising more impenetrable from a research standpoint than it might 

have otherwise been. And hence, it has been easy to oversimplify this set of complex social 

interrelationships, and as a result, to less-than-thoughtfully commingle franchisees with 

entrepreneurs in the new venture creation blender. 

But, as we have found, these two groups are certainly not identical; and in some cognitive 

respects, they are not at all the same. We position this finding, not in criticism of franchisees, nor 

of entrepreneurs for that matter. Without this variegation in the relative endowments contributed 

to the franchisor-franchisee system of value creation, the remarkable and resilient synthesis that 

provides opportunity where it would otherwise neither form nor be enacted (to the detriment of 

all concerned) would fail to materialize. We therefore foresee the future of franchise research at 

the entrepreneurship intersection reflecting the multidimensional system-based attributes evident 

in our findings; and we invite the further study this framing enables. 
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Table 1: Franchisees as Entrepreneurs: Supporting & Refuting Evidence 

(Arranged Chronologically) 
  

 
Author(s) 

 
Year  Journal  Franchisees as Entrepreneurs 

Oxenfeldt & Kelly  1969 
Journal of 
Retailing 

“Franchisors may be short of funds and hence driven to rely 
on the use of franchisees.” (1969, p.71) 

 “At first [the franchisee’s] major strengths may be his 
ambition, willingness to work hard, local knowledge and 
finances.” (p.75; theoretical article only) 

Withane  1991 
Journal of Small 
Business 
Management 

Surveyed franchisees “rated themselves as being high in 
taking initiative, self-reliance, competitiveness, and having a 
high need for achievement.” (1991, p.27) 

Baucus, Baucus, & 
Human 

1996 
Journal of 
Business 
Venturing 

“Over time, franchisees gain local knowledge about their 
markets, exercise entrepreneurial initiative, and adopt their 
own standards for quality and conduct.” (1996, p. 359) 

Falbe, Dandridge, 
& Kumar 

1999 
Journal of 
Business 
Venturing 

Franchisors encourage entrepreneurial activity in their 
franchisees: “firms use franchise councils and programs of 
recognition to support entrepreneurial behavior.” (1999, p. 
135) 

Jambulingam & 
Nevin 

1999 
Journal of 
Business 
Venturing 

Those Franchisees who have “perceived innovativeness” and 
“personal commitment to the business” are more likely to 
achieve desired outcomes of franchisors. (1999, p. 387) 

Stanworth & 
Curran 

1999 
Journal of 
Business 
Venturing 

“Franchisees can make a substantial contribution to franchise 
system innovation in ways ranging from developing new 
products or services to pioneering ways of adapting to local 
conditions.” (1999, p. 338; theoretical article only) 

Clarkin & Rosa  2005 
International 
Small Business 
Journal 

“Arguably, the most successful franchises are those that 
permit both entrepreneurial franchisors and franchisees to 
come up with new ideas and work as a team to gain 
competitive advantage for all parties involved.” (2005, p. 324) 

Grunhagen & 
Mettelstaedt 

2005 
Journal of Small 
Business 
Management 

“Sequential multi-unit franchisees and area developers differ 
significantly when it comes to entrepreneurial motivation, 
with sequential operators indicating a higher degree of 
entrepreneurial drive than area developers.” (2005, p. 219) 

 
Author(s) 

 
Year  Journal  Franchisees Not As Entrepreneurs 

Williams  1999 
Journal of 
Business 
Venturing 

“The self-selection process that generates the pool of 
franchisees is such that franchisees are…from the lower tail of 
the skill distribution of entrepreneurs….In short, franchisees 
possess fewer or lower quality skills than independent 
business owners.” (1999, p. 121) 

Kaufmann  1999 
Journal of 
Business 
Venturing 

“Franchisees were more likely to purchase a franchise outside 
of their area of expertise than within, i.e., 70% did so.” (1999, 
p. 359) 
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Table 2: Univariate and Multivariate Significance Tests for MANCOVA and ANCOVA of 
Groups with Age and Education as Covariates 
 

 
 
 
 
Table 3: Differences Between Franchisees and Entrepreneurs—Univariate t-Tests 
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Table 4: Differences Between Franchisees and Managers—Univariate t-Tests 
 

 
 
 
 
Figure 1: Graph of Functions at Group Centroids 
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Appendix: Script cue items that comprise the measurement scales: 

This questionnaire helps you to identify your personal approach to getting involved with a new business. Please 
CIRCLE THE LETTER (a) or (b) TO SHOW THE ANSWER THAT DESCRIBES YOU MOST CLOSELY. 
(Note: As indicated by the variable number, items were not arranged in this order in the actual questionnaire. The 
response expected by entrepreneurial expert respondents is listed as the first response in this Appendix.) 
 
ARRANGEMENTS CONSTRUCT 

18.  I presently: 
(a) control acquisition or expansion funds in an ongoing business, or have my own funds available for venturing. 
(b) will need to raise financing for my venture from third parties. 

36. I could: 
(a) raise money for a venture if I didn’t have enough. 
(b) provide an investor with a lot of very good ideas for a new venture. 
 

14. My new venture is/will be: 
(a) protected from competition by patent, secret technology, or knowledge. 
(b) based on a product or service with no “barriers to entry.” 

35. My new venture is/will be: 
(a) protected from competition by franchise or other territory restrictions. 
(b) based on a product or service which may experience a lot of competition within a territory. 
 

45. I: 
(a) can often see opportunities for my plans to fit with those of other people. 
(b) rarely find that results match what I expect. 

20. In the last three years: 
(a) the size of the pool of people and assets I control has grown. 
(b) I have not extended my business control over people or assets. 

 
WILLINGNESS CONSTRUCT 

37. Do you want things: 
(a) open to the possibilities. 
(b) settled and decided. 

41. Are you more comfortable in: 
(a) new situations. 
(b) familiar territory. 

33.  Would you say you are more: 
(a)  action oriented. 
(b) accuracy oriented. 

38. I have: 
(a) enormous drive. 
(b) high respect for service, generosity, and harmony. 
 

7. When investing in a new venture, I think it is worse to: 
(a) wait too long, and miss a great opportunity 
(b) plunge in without enough information to know the real risks 

12. Is it worse to: 
(a) waste your time thinking over an opportunity. 
(b) commit time and money to a cause that may not succeed. 
 

31. I don’t mind: 
(a) being committed to meet a regular payroll if it means that I can have a chance at greater financial success. 
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(b) giving a little of the value I create to the company that hired me. 

28. If you had additional money to put to work, would you put it into a venture: 
(a) where you have a “say,” even if there is no track record. 
(b) managed by those you trust, who have a proven track record. 

32. I am looking for a: 
(a) place to invest my resources. 
(b) better way to manage my resources. 

 
OPPORTUNITY-ABILITY CONSTRUCT 

44. When I see a business opportunity I decide to invest based upon: 
(a) how closely it fits my “success scenario.” 
(b) whether I sense that it is a good investment. 

29. New venture success: 
(a) follows a particular script. 
(b) depends heavily on the pluses and minuses in a given situation. 
  

40. The new venture stories I recall: 
(a) illustrate principles necessary for success. 
(b) are a telling commentary on the foibles of human nature which can rarely be predicted. 

9. When confronted with a new venture problem I can:  
(a) recall quite vividly the details of similar situations I know about. 
(b) usually figure out what to do, even if it is by trial and error. 

16. It is more important to know about: 
(a) creating new ventures. 
(b) business in general—staying diversified. 
 

42. I feel more confident: 
(a) that I know a lot about creating new ventures. 
(b) in my overall business sense.  

27. I am more: 
(a) aware of many new venture situations, some which succeeded, and others which failed, and why. 
(b) familiar with my own affairs, but keep up on business in general. 
 

11. When someone describes a problem with a new business I: 
(a) recognize key features of the problem quickly, and can suggest alternatives from examples I can cite. 
(b) use my instincts to suggest questions which should be asked to solve the problem. 

48. I often: 
(a) see ways in which a new combination of people, materials, or products can be of value. 
(b) find differences between how I see situations and others’ perspectives. 

4. If asked to give my time to a new business, I would decide based on how this venture fits: 
(a) into my past experience. 
(b) my values 
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