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How Do Franchisees Assess Franchisor

Trustworthiness?
by Evelien P. M. Croonen and Thijs L. J. Broekbuizen*

This study investigates the antecedents of franchisees’ assessments of franchisor trustworthiness.
It combines multiple theoretical perspectives to develop a framework that is empirically tested with
survey data from 128 franchisees of a Dutch franchise system. The results show that franchisees’
perceptions of a franchisor’s fulfillment of its functional duties on proactive and reactive quality
assurance and strategic management positively influence franchisees’ assessments of franchisor
trustworthiness. Moreover, the results show that the impact of the antecedents on franchisees’ trust-
worthiness assessments varies across franchisees: market competition attenuates the influence of
strategic management and reactive quality assurance. Unit performance does not moderate the

importance of the antecedents.

Introduction

Franchising is an important form of entrepre-
neurial wealth creation in many countries (Dant,
Griinhagen, and Windsperger 2011). In business
format franchising, franchisees—typically small
business owners—have contractual relationships
with a franchisor, and pay for the use of the
franchisor’s business format while agreeing to
conform to set standards (Davies et al. 2011;
Griinhagen and Dorsch 2003). Franchisees are
part of a franchise system with units operating
under the same business format for which the
franchisor acts as an “umbrella organization”
(Gassenheimer, Baucus, and Baucus 1996).

Franchisors and franchisees are in a long-
term contractual cooperation while at the same
time their economic motives are not totally
aligned (Solis-Rodriguez and Gonzalez-Diaz

2012; Winsor et al. 2012). These mixed motives
create potential agency problems: franchisees
are residual claimants and hence are focused on
their individual units’ profitability, whereas fran-
chisors typically aim to maximize system sales
(Combs and Ketchen 2003; Dant and Nasr
1998). Moreover, franchise relationships are
characterized by asymmetrical control, making
franchisees vulnerable to franchisor opportunis-
tic behaviors (Croonen 2010; Davies et al.
2011). Given these relational characteristics, and
because cooperation is essential for success in
cooperative systems (Fang et al. 2008; Mesquita
2007), franchising researchers stress the impor-
tance of franchise relationship management for
franchisors to promote positive franchisee atti-
tudes and behaviors, such as trust, compliance,
intent to remain or commitment (Chiou, Hsieh,
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and Yang 2004; Davies et al. 2011; Grinhagen
and Dorsch 2003), and suppress negative out-
comes, such as franchisee exits, free riding, or
conflicts (Frazer and Winzar 2005; Kidwell,
Nygaard, and Silkoset 2007; Winsor et al. 2012).

Considering the mixed motives and the
asymmetrical power distribution in franchise
relationships, franchisee trust—a franchisee’s
willingness to be vulnerable to its franchisor’s
actions—is important (Croonen and Brand
2013; Davies et al. 2011). Franchisee trust has
important consequences; it leads to higher com-
pliance (Davies et al. 2011), satisfaction (Altinay
et al. 2014; Chiou, Hsieh, and Yang 2004) and
performance (Chiou and Droge 2015; White
2010), and to fewer exits (Frazer et al. 2012)
and conflicts (Spinelli and Birley 1996). Given
these outcomes, researchers have also studied
antecedents of franchisee trust. Table 1 reflects
the current state of empirical research on ante-
cedents of franchisee trust.

Table 1 shows that researchers typically com-
bine relational and calculative views' to explain
franchisee trust by including antecedents reflect-
ing the social interactions between franchisors
and franchisees, such as communication, open-
ness, and conflict (e.g., Davies et al. 2011, Frazer
et al. 2012; Kashyap and Sivadas 2012), and by
incorporating franchisees’ perceptions of their
franchisors’ functional task fulfillment (e.g., Alti-
nay et al. 2014; Chiou, Hsieh, and Yang 2004;
Weaven et al. 2014b). A calculative view assumes
that relationship partners consciously assess and
manage the economic costs and benefits of their
relationships (Williamson 1993). Following such
a view, we assume that franchisees enter fran-
chise relationships with expectations regarding
future economic outcomes, and they therefore
expect their franchisors to fulfill functional tasks
in the franchise system. A franchisee’s percep-
tion of franchisor functional task fulfillment then
positively affects franchisee trust. Till date, stud-
ies have defined this concept of franchisor task
fulfillment rather broadly by referring, for exam-
ple, to franchisees’ perceptions of franchisor
“role performance” (Altinay et al. 2014) or to
“expectation confirmations” (Weaven et al.
2014b). Moreover, previous franchising studies
do not consider potential contingencies of fran-
chisee characteristics in explaining franchisee

trust (see Table 1), whereas other studies have
clearly hinted at idiosyncratic franchisee charac-
teristics that may affect franchisees’ attitudes and
behaviors (Cochet, Dormann, and Ehrmann
2008; Dant and Gundlach 1998; Kidwell,
Nygaard, and Silkoset 2007). The lack of a theo-
retical framework regarding the impact of fran-
chisees’ perceived franchisor task fulfillment—in
interaction with franchisee characteristics—on
franchisee trust forms an important knowledge
gap in the franchising literature. Our study’s
main theoretical contribution is to narrow this
knowledge gap and extend the calculative view
by identifying a concrete set of franchisor func-
tional tasks or “duties” that serve as antecedents
of franchisee trust while taking into account
franchisee-specific contingencies. The results
provide franchisors with managerial insights into
how to effectively manage franchisee trust via
the fulfillment of specific duties, while account-
ing for franchisee heterogeneity.

As franchise systems constitute a unique
organizational context, the direct translation of
findings on antecedents of trust in other organi-
zational contexts is difficult or even inappropri-
ate (Blut et al. 2011). Franchise systems form a
combination of intraorganizational and interor-
ganizational contexts, and solely relying on
either intraorganizational or interorganizational
literature provides an incomplete account of
how franchisees evaluate their franchisors. For
this reason, we integrate research findings on
antecedents of trust from both contexts to do
justice to the franchise context. We study
antecedents of trustworthiness—as an important
antecedent of trust—because trustworthiness
focuses on the perceived characteristics of a
trustee, is more stable and easier to predict than
trust, and hence the interpretation of the link
between a trustee’s behaviors and a trustor’s
trustworthiness assessments is less ambiguous
(Mayer, Davis, and Schoorman 1995; McEvily
and Tortoriello 2011; Schilke and Cook 2015).
In response to recent calls to apply new theoret-
ical perspectives to franchising research (Combs
et al. 2011), we combine a duties and a systems
perspective to systematically classify the func-
tional tasks that franchisors have to perform to
be perceived as trustworthy by their franchisees.
The duties perspective argues that parties have

'Kramer (1999) and Schilke and Cook (2015) distinguish between a relational view of trust—stressing social
and relational aspects—and a calculative view which emphasizes more rational, functional or instrumental con-

siderations of trustors and trustees.
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role-specific duties and that stakeholders assess
trustworthiness according to how the parties ful-
fill those duties by observing their behaviors
(Greenwood and Van Buren 2010; Gullett
et al. 2009). It helps to explain how trustworthi-
ness assessments are formed; stakeholders
assess a party’s trustworthiness based on their
perceptions of this party’s fulfillment of role-
specific duties (Caldwell and Clapham 2003;
Gullett et al. 2009; Hodson 2004). The systems
perspective helps to identify a systematic set of
relevant franchisor duties by looking at the sys-
tem components that organizations should care-
fully manage to be perceived as trustworthy by
relevant stakeholders (Gillespie and Dietz 2009;
Hodson 2004). It helps to identify which fran-
chisor functional duties franchisees take into
account when assessing franchisor trustworthi-
ness. We follow Gillespie and Dietz’s (2009)
classification of internal and external organiza-
tional system components, and consider strate-
gic management as external and operational
management as internal organizational compo-
nents. Finally, in line with contingency theory,
we consider franchisee heterogeneity and pro-
pose moderation hypotheses to investigate how
the relationship between franchisees’ percep-
tions of franchisor duty fulfillment and franchi-
see trustworthiness assessments is contingent
on franchisees’ contextual conditions (i.e., mar-
ket competition) and franchise unit characteris-
tics (i.e., unit performance).

Theoretical Background

and Framework
Trust and Trustworthiness in
Intraorganizational and
Interorganizational Contexts

Studies in both intraorganizational and inter-
organizational contexts have pointed at positive
effects of trustworthiness and trust, such as effi-
cient governance and coordination (Gulati and
Nickerson 2008; McEvily, Perrone, and Zaheer
2003), more commitment (Morgan and Hunt
1994) and fewer conflicts (Zaheer, McEvily, and
Perrone 1998), and also at their antecedents (for
recent reviews, see Fulmer and Gelfand 2012;
McEvily and Tortoriello 2011). Since we focus
on antecedents of trustworthiness, Table 2
presents an overview of key studies on antece-
dents of trustworthiness in intraorganizational
and interorganizational contexts.

Individuals and organizations are fundamen-
tally different types of “referents” or “trustees”

CROONEN AND BROEKHUIZEN

in which a trustor can place its trust (Fulmer
and Gelfand 2012; Schilke and Cook 2013).
Franchising research has also demonstrated this
difference: franchisees attach more value to
franchisor trust at the organization level than at
the individual (i.e., franchisor representatives)
level (Croonen 2010). Table 2 shows that organ-
izational trustworthiness researchers include
both relational and calculative types of antece-
dents. From a relational viewpoint, researchers
use, for example, fairness heuristics, psychologi-
cal contracting and relational perspectives to
identify fairness, communication and clan cul-
ture as antecedents (Schilke and Cook 2015;
Searle et al. 2011). From a calculative viewpoint,
organizational  trustworthiness  researchers
include trustors’ perceptions regarding a trust-
ee’s fulfillment of different functional tasks,
such as strategy, quality assurance and legal
compliance (Caldwell and Clapham 2003; Gilles-
pie and Dietz 2009; Hodson 2004). As pointed
out, we apply a calculative view to the franchis-
ing context. We do so to avoid the inherent
overlap that exists between relationship man-
agement duties and trustworthiness. A relational
view often includes the concept of relationship
management using items that reflect fairness
and justice perceptions but that also overlap
strongly with trustworthiness. To make a clear
distinction between duties and trustworthiness,
we explicate the key functional duties that fran-
chisors have to fulfill to be perceived as
trustworthy.

Trustworthiness in Franchising: The
Fulfillment of Strategic and Operational
Duties

To identify the types of franchisor duties
affecting franchisee trustworthiness assessments,
we need to consider the characteristics of the
franchising context. Business format franchise
systems have a unique combination of intraor-
ganizational and interorganizational characteris-
tics that influence the franchisees’ expectations
of franchisor responsibilities. Although intraor-
ganizational and interorganizational contexts
feature some of these characteristics, none of
them exhibits them all (Blut et al. 2011).

Figure 1 highlights the characteristics that
make business format franchising distinct. First,
each franchise relationship involves a long-term
and contractual interorganizational relationship
(solid arrows in Figure 1). Trustworthiness stud-
ies in interorganizational contexts (see Table 2)
have argued that resource sharing between

849
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Figure 1
The Organizational Context of Franchise Systems

Franchisee

Franchisor

Franchisee

Inter-organizational
relationships with
intra-organizational
elements

Franchisee

Franchisee interdependence

Franchise system where all units operate under the same business format

partners leads to exchange vulnerabilities and
interdependencies, which causes partners to
critically assess the other partner’s resources
(Greenwood and Van Buren 2010; Schilke and
Cook 2015). Partners in interorganizational rela-
tionships thus owe the duty to manage their
resources to fulfill the goals of the partners in
the relationship (Gullett et al. 2009). Franchisees
are legally independent small business owners
who make considerable investments to adopt a
franchisor’s business format in their units in
order to achieve economic benefits (Altinay
et al. 2014; Grinhagen and Dorsch 2003).
Given that the franchisor’s business format is a
crucial strategic resource for franchisees, the
franchisees’ perceptions of their franchisor’s
duty fulfillment regarding the format’s strategic
management is an important antecedent of fran-
chisees’ trustworthiness assessments. We refer
to this franchisor duty as the strategic manage-

ment duty.
Second, franchise relationships resemble
hierarchical intraorganizational relationships

because the franchisor imposes contractual
obligations on all franchisees in the system
regarding the adoption of the business format
and it monitors their compliance (Kidwell,
Nygaard, and Silkoset 2007; Solis-Rodriguez and
Gonzalez-Diaz 2012). In contrast to purely
interorganizational studies that may portray
franchisees and the franchisor as disembodied
organizational actors, franchisees are part of a
[franchise system with units operating under the
same business format that requires a uniform
presentation toward the public (Dant, Weaven,
and Baker 2013; Kaufmann and Eroglu 1998).

852

Intraorganizational trustworthiness studies (see
Table 2) have stressed the importance that
organizational members attach to fairness, con-
sistency, and behavioral norms in assessing the
trustworthiness of their organizational systems
(Gillespie and Dietz 2009; Hodson 2004; Searle
et al. 2011). Franchise systems resemble such
systems since the performance of any individual
franchisee depends on the performance and
behaviors of other franchisees (Kidwell,
Nygaard, and Silkoset 2007; Solis-Rodriguez and
Gonzalez-Diaz 2012). In other words, just as col-
leagues in intraorganizational contexts, each
franchisee also has nonhierarchical interdepen-
dencies with its fellow franchisees in the system
(dashed lines in Figure 1). Franchisees must rely
that fellow franchisees are willing and able to
comply with the franchisor’s guidelines and rely
on the franchisor to consistently monitor this
compliance (El Akremi et al. 2010; Weaven et al.
2014a). In franchise systems, this is an even
more important and difficult challenge com-
pared to purely intraorganizational contexts
because franchise systems consist of multiple,
legally independent small business owners with
self-interested motives, but simultaneously
demand high levels of cooperation to be suc-
cessful (cf. Fang et al. 2008; Mesquita 2007).
Franchisees thus expect their franchisors to
manage the system’s internal operations to
ensure the business format’s effective and effi-
cient functioning at both the individual franchi-
see and system levels (Altinay et al. 2014;
Kaufmann and Eroglu 1998). Here, franchisees
critically reflect whether the franchisor is capa-
ble of managing the quality of the system,

JOURNAL OF SMALL BUSINESS MANAGEMENT



Figure 2
Conceptual Model

Franchisee perceptions on
franchisor’s duty fulfillment

regarkding:
[ |
Strategic Strategic management H1
management \
Quality Assurance £ Franchisee assessments
— Proactive quality H2a-b ___—+— of franchisor
assurance — 4 /v trustworthiness
Operational | — Reactive quality /
management assurance 03
Control variables:
ICT support - Age
- Education
- - Relationship
duration

- Propensity to trust

Moderators:
Market competition (H4)
Unit performance (HS)

including the mixed motives between the fran-
chisor and franchisee and between individual
franchisees. We refer to this as the franchisor’s
operational management duty.

Finally, even though franchisees are part of a
single franchise system with units operating
under the same business format (dashed lines in
Figure 1), depending on their idiosyncrasies
franchisees may differ in the importance they
attach to their franchisor’s duty fulfillment (cf.
Cochet, Dormann, and Ehrmann 2008; Dant and
Gundlach 1998; Kidwell, Nygaard, and Silkoset
2007). In line with contingency theory, we
therefore investigate whether franchisees’ con-
textual characteristics (level of market competi-
tion) and unit characteristics (unit performance)
may make franchisees care more (or less)
strongly about the fulfillment of these duties.

Figure 2 summarizes our theoretical frame-
work. The overall argument is that a franchisee’s
trustworthiness assessment is explained by the
degree to which this franchisee perceives that
its franchisor fulfills its functional duties regard-
ing strategic management and operational man-
agement. Furthermore, we hypothesize that

CROONEN AND BROEKHUIZEN

franchisees differ in the importance they attrib-
ute to the fulfillment of each duty based on their
contextual and unit characteristics.

Strategic Management

A trustee’s organizational strategy sends sig-
nals to organizational members about its real
values and priorities and therefore directly influ-
ences trustworthiness assessments (Gillespie
and Dietz 2009). In a franchising context, the
franchisor’s business format reflects the franchi-
sor’s strategy. The business format typically
includes a well-known brand name and unique
brand positioning that serves a viable customer
segment (Kaufmann and Eroglu 1998). The for-
mat is a major reason for franchisees to be part
of a franchise system; franchisees see the fran-
chisor’s business format as a major resource and
expect the franchisor to develop a value propo-
sition that is able to achieve a competitive
advantage (Chiou, Hsieh, and Yang 2004; Merri-
lees and Frazer 2013). In return for their fee
payments, franchisees expect the franchisor to
carefully manage the strategic brand positioning
over time, for example, by introducing new
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products and services to adjust to market devel-
opments, and communicating the business for-
mat’s unique features to customers (Kaufmann
and Eroglu 1998; Merrilees and Frazer 2013).
Moreover, franchisees expect their franchisors
to account for the strategic trade-off between
standardization and local adaptation in the sys-
tem’s strategic positioning; sometimes the busi-
ness format may need to be adapted locally to
match individual franchisees’ economic interests
(Altinay et al. 2014; Bradach 1998; Kaufmann
and Eroglu 1998). When franchisees perceive
that the franchisor fulfills its strategic manage-
ment task well in terms of developing a viable
positioning strategy that works at both the sys-
tem and franchisees’ local levels, then franchi-
sees tend to attribute greater trustworthiness to
the franchisor. Hence:

H1. A franchisee’s perception of its franchisor’s
Sulfillment of strategic management duties is
positively associated with this franchisee’s
[franchisor trustworthiness assessment.

Operational Management

The franchisor’s operational management
duties include quality assurance and information
and communication technologies (ICT) support.

Quality Assurance. Quality assurance is an
important antecedent of organizational trustwor-
thiness because a trustee’s adherence to quality
standards increases the chances of achieving
desired outcomes (Caldwell and Clapham 2003;
Gullett et al. 2009). Trustors especially attach
importance to quality assurance when they are
in a cooperative entity where the outcomes
depend on the quality of inputs by multiple par-
ties that can act in their own interest rather than
the interest of the cooperative system (Fang et al.
2008; Ferrin, Bligh, and Kohles 2007). Such
cooperative systems need a “facilitator” that
specifies and enforces “rules of engagement” to
reduce trustors’ perceptions of risk involved in
the cooperation (Mesquita 2007). Because fran-
chisees invest valuable resources in their fran-
chise units, they perceive a risk of reputational
damage because fellow franchisees may under-
perform or behave opportunistically and harm
the system’s brand name and positioning
(Kidwell, Nygaard, and Silkoset 2007; Weaven
et al. 2014a). For this reason, franchisees expect
their franchisors to act as the abovementioned
“facilitator” to guarantee and monitor a given
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level of quality and uniformity (Gassenheimer,
Baucus, and Baucus 1996). In order to achieve
this level of quality and uniformity, we distin-
guish between two franchisor duties: proactive
and reactive quality assurance.

As regards proactive quality assurance, fran-
chisees expect franchisors to (re)specify quality
standards, to carefully select appropriate fran-
chisees, and provide a proper training for fran-
chisees such that they are incentivized to meet
the system’s standards (Castrogiovanni and Kid-
well 2010; Monroy and Alzola 2005). A franchi-
sor’s fulfillment of proactive quality assurance
enhances franchisees’ trustworthiness assess-
ments because the franchisor assures the quality
of the system by investing the franchisees’ fee
payments into maintaining high-quality stand-
ards and attracting and developing high quality
franchisees, rather than being driven by opti-
mizing franchisor profitability (Spinelli and Bir-
ley 1996). Hence:

HZ2a. A franchisee’s perception of its franchisor’s
Sulfillment of proactive quality assurance
duties is positively associated with this fran-
chisee’s franchisor trustworthiness assessment.

Even if a franchisor sets high-quality standards,
selects the best franchisees, and trains them
well, no guarantee exists that all franchisees
comply with the requirements (Solis-Rodriguez
and Gonzalez-Diaz 2012). Reactive quality assur-
ance is needed, as franchise systems consist of
franchisees that may be unable or unwilling to
meet the requirements, which would harm the
system’s quality reputation and other franchi-
sees (El Akremi et al. 2010; Kidwell, Nygaard,
and Silkoset 2007; Weaven et al. 2014a). There-
fore, to reduce the risks of franchisee underper-
formance and opportunism, franchisees expect
their franchisors to monitor whether fellow fran-
chisees adhere to the requirements and take
corrective action if necessary (Cochet and Garg
2008; Davies et al. 2011; Kidwell, Nygaard, and
Silkoset 2007). Monitoring activities reveal
whether a party has deviated from set rules
(Mesquita 2007), and act as control mechanisms
providing information about each party’s level
of cooperation (Ferrin, Bligh, and Kohles 2007).
Although extreme levels of monitoring may be
negatively evaluated by franchisees as a form of
coercive control, franchisees may find monitor-
ing to be an essential task for the franchisor to
avoid deterioration of the business format
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(Kidwell, Nygaard, and Silkoset 2007; Weaven
et al. 2014a). This leads to the following
hypothesis:

H2b. A franchisee’s perception of its franchisor’s
Julfillment of reactive quality assurance duties
is positively associated with this franchisee’s
franchisor trustworthiness assessment.

ICT Support. Stakeholders assess an organiza-
tion’s trustworthiness by the way it organizes
its operations since operational problems can
largely affect stakeholders’ outcomes (Caldwell
and Clapham 2003; Gullett et al. 2009; Hodson
2004). The same applies to franchise systems;
franchisees expect their franchisors to support
them such that they are able to perform their
primary activities and solve operational prob-
lems (Chiou, Hsieh, and Yang 2004; Frazer
et al. 2012; Griinhagen et al. 2008; Weaven
et al. 2014b). In recent decades, ICT have
become crucial in franchise system operations
as they facilitate exchanges between the fran-
chisor and its franchisees, and between franchi-
sees and their customers and suppliers.
Franchisees thus expect their franchisors to
take care of ICT, for example, by providing
adequate website hosting, Internet services,
ordering and payment services, communication
systems, and customer relationship manage-
ment tools (Brooks 2012; Grinhagen et al.
2008). As a franchisor’s ICT support largely
affects the franchisee’s unit operations and ulti-
mately performance, a franchisee’s perception
of the franchisor’s ICT task fulfillment affects
this franchisee’s assessment of franchisor trust-
worthiness. Hence:

H3. A franchisee’s perception of its franchisor’s
Sulfillment of ICT support duties is positively
associated with this franchisee’s franchisor
trustworthiness assessment.

Moderating Effects

In line with contingency theory, we propose
that franchisees may differ in the importance
they attach to specific franchisor duties in
assessing franchisor trustworthiness based on
idiosyncratic  franchisee characteristics  (cf.
Cochet, Dormann, and Ehrmann 2008; Dant and
Gundlach 1998). Franchisees—even within a
single franchise system—may be different in
terms of their personal characteristics, such as
experience, education, and motivation (e.g.,
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Croonen, Brand, and Huizingh 20106), unit char-
acteristics, such as unit performance and unit
size (e.g., Cochet, Dormann, and Ehrmann
2008), and contextual characteristics, such as
local competition and type of location (e.g., Kid-
well, Nygaard, and Silkoset 2007). These charac-
teristics may influence how franchisees perceive
the world, and, hence, may influence the impor-
tance franchisees attach to the fulfillment of
each franchisor duty. In other words, the idio-
syncratic franchisee characteristics may moder-
ate the strength of the relationships between
franchisees’ perceptions of franchisor duty
fulfillments and franchisees’ trustworthiness
assessments. Since we adopt a calculative view,
we focus on the characteristics that relate to
franchisees’ expectations and assessments of
economic outcomes. More specifically, we
hypothesize how market competition (contex-
tual characteristic) and unit performance (unit
characteristic) act as potential moderators of the
importance attributed to the franchisor’s duties
fulfillment based on a power-dependency per-
spective (Berthon, Pitt, and Bakkeland 2003;
Fulmer and Gelfand 2012; Greenwood and Van
Buren 2010).

Moderating Effect of Market Competition. Com-
petitive circumstances affect franchisees’ percep-
tions and attitudes because competition may
result in financial damage and may even
threaten unit survival (Cochet, Dormann, and
Ehrmann 2008; Dant and Gundlach 1998; Dant
and Nasr 1998). Given these economic threats,
market competition may affect the importance
that franchisees attach to their franchisors’ duty
fulfillment in assessing franchisor trustworthi-
ness. The power-dependency perspective sug-
gests that actors analyze relationships according
to the use of and dependence on power
between partners, and the resources they bring
to the relationship (Berthon, Pitt, and Bakke-
land 2003). This perspective suggests that actors
pay more attention to trustworthiness informa-
tion of partners when they feel vulnerable and
more dependent on these partners (Altinay et al.
2014; Fulmer and Gelfand 2012; Greenwood
and Van Buren 2010). Following this view, it
can be argued that franchisees perceiving high
competition feel vulnerable and dependent on
their franchisors, have no alternative but to rely
on franchisor trustworthiness (Greenwood and
Van Buren 2010), and thus more critically reflect
upon the degree to which the franchisor fulfills
its functional duties. This fits the finding that
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franchisees facing high competition have a
lower desire for autonomy and cede more con-
trol to their franchisors (Dant and Gundlach
1998; Dant and Nasr 1998), and hence are more
likely to closely assess franchisor behaviors.
This leads to:

H4: A franchisee’s perception of competition
strengthens the positive association between
this franchisee’s perception of franchisor duty
Sulfillment and its trustworthiness assessment.

Moderating Effect of Unit Performance. Fran-
chisees pay for the right to join a franchise sys-
tem and expect economic benefits in return
(Grinhagen and Dorsch 2003). A unit’s
economic performance has therefore been
shown to affect franchisees’ attitudes and
behaviors (Cochet, Dormann, and Ehrmann
2008; Croonen, Brand, and Huizingh 2016; Dant
and Gundlach 1998). The power-dependency
perspective suggests that franchisees that per-
form well are in a less vulnerable position, feel
more in control and become less dependent on
the franchisor’s fulfillment of its duties than
those with lower unit performance. Franchisees
that perform well contribute strongly to the
financial viability of the franchise system via
their fees, and they gain more power relative to
the franchisor. In fact, the franchisor becomes
less powerful and more dependent on the high-
performing franchisee, as the relative attractive-
ness of alternatives in the market that can act as
substitutes decreases (Cronin 1994). The power-
dependency perspective suggests that high-
power franchisees are less vigilant toward poten-
tial violations, pay less attention to expectation-
inconsistent information (Mannix 1993), and are
more forgiving (Karremans and Smith 2010). As
a result, these high-performing franchisees may
be less observant and less critical about their
franchisor’s duty fulfillment. Hence:

H5: A franchisee’s unit performance weakens
the positive association between this franchi-
see’s perception of franchisor duty fulfillment
and its trustworthiness assessment.

Research Design
Research Context, Sample, and Data
Collection

To control for industry and system differen-
ces and ensure internal validity (Davies et al.
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2011), this study surveyed franchisees of a sin-
gle franchise system, JFF (pseudonym). The JFF
franchisees provide services to Dutch customers
in the customers’ homes. The JFF franchisees
are small business owners that mostly work
alone (very few have two or three employees).
JFF provides its franchisees with a brand name
and collective marketing, training, coaching,
and access to services such as insurance and
guarantee schemes. In addition, JFF strictly man-
dates uniform presentations toward customers
in the form of professional uniforms, vans with
the company logo, and a common website.
Regarding the back-office procedures, the rules
are much less strict, without any centralized pur-
chasing or logistics department, though JFF
favors certain suppliers that provide franchisees
with a standard discount.

We collected the data through a question-
naire among all JFF franchisees in fall 2011. In
interorganizational studies, it may be difficult to
select respondents that are knowledgeable
about the relational issues being researched and
that can act as informants in the data collection
(Dant and Schul 1992; Kumar, Stern, and Ander-
son 1993). However, since the JFF franchisees
own and operate their businesses by themselves
and hence deal directly with the franchisor, they
are the right informants for this study. One hun-
dred and thirty-five out of 209 franchisees
responded to the survey, of which 128 surveys
were complete. This net response rate of 61.2
percent is very high and compares favorably
with other trust surveys (Seppanen, Blomgqvist,
and Sundqvist 2007). The high percentage can
be explained because (a) the Franchise Advisory
Council stressed the importance of our study,
(b) we made visits to regional franchisee meet-
ings to explain the study, (¢) we provided a
small incentive to respondents, and (d) we
made several reminders and phone calls to per-
suade nonrespondents to participate.

A comparison of early and late respondents
revealed no significant socio-demographic dif-
ferences, so nonresponse bias was unlikely to
be a problem. The franchisor rated all 209 fran-
chisees on the basis of their contributions
(“Franchisee X has contributed significantly to
the franchise system”; “Franchisee X has harmed
the franchise system”). The mean averages for
respondents and nonrespondents were equal
for positive (Miesp =3.05;  Mponresp = 2-88,
=136, p = .18) and negative (M;cqp = 2.34;
Mponresp = 2.57, t=1.76, p=.08) contributions;
the results thus also were not biased in the
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sense that respondents differed from nonres-
pondents in terms of franchisees’ contributions.

Measures and Measurement Properties

The trustworthiness measure included 15
items from Searle et al. (2011), adjusted to mea-
sure franchisee assessments of the franchisor’s
trustworthiness.” We chose this trustworthiness
measure as it captures the three key dimensions
(i.e., ability, benevolence, and integrity) com-
monly suggested by the literature when trustors
assess trustees’ intentions and behaviors in
organizational settings (Mayer and Davis 1999;
Mayer, Davis, and Schoorman 1995). Although
the trust literature has reached consensus on the
underlying dimensional structure of trustworthi-
ness, empirical investigations do not always sup-
port the three-factor structure. Some studies find
a two-factor structure with ability and benevo-
lence/integrity as underlying dimensions (Searle
et al. 2011), while other studies find a one-
dimensional structure (Becerra and Gupta 2003;
Caldwell, Hayes, and Long 2010; Ferrin, Bligh,
and Kohles 2008).

Due to model complexity, we assess the
underlying component structure for the depend-
ent and independent variables separately. To
investigate the underlying component structure
of the dependent variable, we conducted item
correlation tests, and a principal component
analysis on the 15 items using the eigenvalue
criterion. After dropping one item because of a
low loading (<.4), we find that—in line with
the aforementioned studies—our respondents
conceive the trustworthiness construct to be uni-
dimensional. Our trustworthiness construct,
which consists of ability (5), benevolence (5),
and integrity (4) items, explains 65 percent of
variance. One possible explanation for our one-
factor solution is that our respondents may not
have had the time or possibility to develop trust-
worthiness beliefs in the franchisor at the pos-
ited level of granularity (cf. McKnight,
Choudhury, and Kacmar 2002). It is possible

that when franchisees observe their franchisor’s
behavior more closely and more frequently, that
they develop finer-grained trusting beliefs along
the three distinct dimensions. In the remainder
of the study, we thus treat trustworthiness as a
unidimensional construct.?

To assess the component structure for the
independent variables, we created an initial pool
of 14 Likert scale items measuring franchisees’
perceptions of the franchisor’s strategic manage-
ment, proactive and reactive quality assurance,
and ICT support. After item correlation tests and
principal component analysis, 13 items remained
for the four constructs, which explain 71 percent
of variance. Similar to Caldwell and Clapham
(2003), the items featured statements about the
franchisees’ perceptions of the franchisor’s duty
fulfillment, which the franchisees evaluated on a
five-point scale (1 = strongly disagree,
5 = strongly agree). Meetings with representa-
tives of the franchisor and members of the Fran-
chise Advisory Council, as well as in-depth
exploratory interviews with three franchisees,
helped affirm the scale’s face validity.

In the next step, we performed confirmatory
factor analysis using Partial Least Squares (PLS)
to assess the scales’ validity and reliability of the
five reflective constructs (trustworthiness, strate-
gic management, proactive and reactive quality
assurance, and ICT support). The choice of PLS,
a variance-based Structural Equation Modeling
(SEM) approach, over other covariance-based
SEM approaches such as LISREL, reflected its
traits: PLS does not require multivariate normal-
ity, places minimum requirements on measure-
ment levels, and is suitable for smaller—but not
too sma114—sample sizes (Chin, Marcolin, and
Newsted 2003; Goodhue, Lewis, and Thompson
2012), and allows to test moderating effects via
a product-indicator approach (Chin, Marcolin,
and Newsted 2003). The final measurement
model in Table 3 provides evidence of conver-
gent validity, because all estimated standardized
loadings were highly significant (p <.001)

*We also collected data on franchisees’ trust in their franchisor. The six-item scale shows the expected strong

positive associations between trustworthiness and trust.

3As a robustness check, we conducted the analyses using the two-factor and three-factor measures of trust-
worthiness. The results are highly similar to the one-factor trustworthiness measure. The results are available

upon request.

“Goodhue et al. (2012) argue that PLS, like regression and covariance-based SEM, suffers from increased
standard deviations, decreased statistical power and reduced accuracy when sample sizes are too small. Their
Monte Carlo study suggests that terms of accuracy and predictive power of PLS is similar to the two other

approaches when the sample size is above 90.
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Table 3
Measurement Model

Construct Antecedents SL (t-value) CR AVE
Strategic The franchise system offers customers valuable 75 .80 .50
management services for an attractive price. (16.55)
The franchise system has effective promotional .80
activities. (15.96)
The franchise system has a clear positioning .61
strategy toward customers. (5.99)
The franchisor adapts the system to local circum- .65
stances and allows franchisees to do so when (8.87)
necessary.
Proactive quality =~ New franchisees are selected in a good way. .85 92 .69
assurance (32.17)
The franchisor provides good training for new .84
franchisees. (29.42)
The franchisor provides good ongoing training 75
for extant franchisees. (14.83)
The franchisor understands our industry’s quality .87
standards and tries to meet them. (29.70)
The franchisor understands the laws that apply .83
to our industry and complies with them. (26.0D)
Reactive quality The franchisor closely monitors whether franchi- .86 .87 .78
assurance sees perform according to system rules. (14.78)
When franchisees do not follow the format’s .90
rules, the franchisor takes effective corrective (25.96)
action.
ICT support The franchise system uses high-quality ICT .92 .93 .88
systems (4.58)
ICT-related system problems are effectively .95
resolved. (4.53)
Franchisee trust- The franchisor has the characteristics that enable .80 96 .65
worthiness it to fulfill its tasks. 18.97)
assessment The franchisor has everything it needs to func- 73
tion effectively. (11.95)
The franchisor is capable of meeting its .86
responsibilities. (32.93)
The franchisor is known to be successful at what .61
it tries to do. (8.55)
The franchisor does things competently. .86
(24.76)
The franchisor has genuine care for the .85
franchisees. (29.04)
Within this franchise system there is a concern 71
for the well-being of stakeholders. (15.48)
The interests of the franchisees are taken into .87
account in this franchise system. (12.58)
The franchisor is concerned about the welfare of .90
its franchisees. (38.30)
.86
858 JOURNAL OF SMALL BUSINESS MANAGEMENT



Table 3

Continued
Construct Antecedents SL (t-value) CR AVE
The franchisor will go out of its way to help its (47.03)
franchisees.
The franchisor would never deliberately take .80
advantage of its franchisees. (40.37)
This franchise system is guided by sound moral .83
principles and codes of conduct. (20.88)
Power is not abused in this franchise system. .84
(26.749)
This franchise system does not exploit external 73
stakeholders. (29.87)
Local competition There is strong competition in my local market. 1.00
Intra-brand I experience competition from my fellow JFF 1.00
competition franchisees.
Subjective Overall, T would rate my franchise as successful. .87 .89 .66
performance 13.5D
I am satisfied with my growth in revenues and .89
profit. (12.24)
In the past time period, I have reached my finan- .82
cial goals (8.19
Compared to other companies in the same indus- .66
try, my company’s performance has been (5.34)
higher.
Objective Gross margin in the second half of 2010 73 .88 .65
performance (2.42)
Gross profit margin in the second half of 2010 .94
(3.36)
Gross margin in the first half of 2011 54
(1.69)
Gross profit margin in the second half of 2011 .95
(3.49)

Notes: Standardized loadings (SL) precede t-values in parentheses. CR = composite reliability;

AVE = average variance extracted.

(Anderson and Gerbing 1982). For all five con-
structs, the average variance extracted (AVE)
exceeded the recommended level of .50, so the
latent constructs explain more variance than
measurement error in the manifest items.

All latent variables showed evidence of dis-
criminant validity: the confidence interval (*2
standard errors) for each pairwise correlation
estimate did not include unity (Anderson and
Gerbing 1982). As Table 4 shows, the squared
correlation for each pair of constructs did not
exceed the AVE for each construct (Fornell and
Larcker 1981), in support of discriminant validity.
The constructs were also considered reliable, as
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they exhibited high composite reliabilities (>.80).
Multicollinearity tests revealed no serious con-
cerns; the largest variance inflation factor was
1.8, which is much lower than the commonly
suggested cutoff value of 10 (Hair et al. 1998).

Moderating Variables

Market Competition. We measured competi-
tion using two separate measures (see Table 3).
The first measure is a single-item local competi-
tion measure based on Kidwell, Nygaard, and
Silkoset (2007). The second single-item measure
reflects the intrabrand competition, which indi-
cates the perceived competition originating
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Table 4
Descriptives and Correlation Table

Min./Max Mean (SD) TW SM ICT PQARQA IC LC SP OP AGEEDU PT RD

T™W  1.0/5.0 3.14 81
(.88)

SM  1.0/5.0 3.45 63 .71
(.70)

ICT  1.0/5.0 2.84 07 01 .94
.95

PQA 1.0/5.0 3.13 78 54 .11 .83
(.86)

RQA 1.0/5.0 3.27 53 48 .05 49 .88
(.89)

IC 1.0/5.0 283 —.34-.19 .04 —.27 —.04 na.
(1.44)

LC  2.0/5.0 409 —.14 .04 .14-.04 .17 .25 na.
(.84)

SP  1.0/4.8 3.51 27 36 .05 .16 24-.18 .03 .81
(.84)

OP 4994/93472 23419 —.12 —.02—.15-.25-.01-.10 .10 .31 .81
(10,664)

AGE  27/62 4495 —.01 .02 .08 .05 .15 .00 .06—.07 .11 n.a.
(7.73)

EDU  1.0/4.0 2.47 12 08 .04 .11 .16 .00—.02-.03 —.16 —.07 n.a.
(.69)

PT  1.0/5.0 3.63 28 13 .04 20 .05-.16 .16 .07 .20 —.12 .05 n.a.
(.85)

RD  0.2/7.9 310 —.21 —.07 —.04 —.27 .04-.01 .03 .14 .33 .19 .04 .02 n.a.
(1.90)

Notes: The minimum, maximum, means and standard deviations are based on unweighted com-
posite scores. For education the mean is shown, but the variable is on an ordinal scale. Correla-
tions between latent constructs are shown below the diagonal. TW = trustworthiness;
SM = strategic management; ICT=ICT support; PQA =proactive quality assurance;
RQA = reactive quality assurance; IC= intra-brand competition, LC= local competition, SP= sub-
jective performance, OP= objective performance, AGE = age (years); EDU = education; PT = pro-
pensity to trust; RD = relationship duration (years). The diagonal displays the square root of the
AVE of the corresponding construct; n.a. =not applicable. Evidence for discriminant validity
exists if the square root of the AVE exceeds the correlations with all other constructs. The bold
values represent the square root of the AVE of the corresponding construct.

from franchisees of the JFF system (Cochet, Dor-
mann, and Ehrmann 2008). The use of single
items for these constructs can be justified as
they can be easily and uniformly imagined
(Bergkvist and Rossiter 2007).

Unit Performance. As indicated in Table 3,
four self-report items measure the subjective
performance of the unit, combining items from
Dant and Gundlach (1998) and Cochet,
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Dormann, and Ehrmann (2008). Next, to mea-
sure franchisee’s objective performance, we
received four objective measures from the fran-
chisor that include each franchisee’s gross mar-
gin and gross profit margin in two half-year
periods prior to the study.

Control Variables
As control variables, we included the dura-
tion of the franchisee’s relationship with the
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franchisor, the franchisee’s age, education and
propensity to trust. Franchising researchers have
argued for both positive and negative associa-
tions between franchise relationship duration
and franchisees’ relationship assessments (Blut
et al. 2011; Cochet, Dormann, and Ehrmann
2008; Davies et al. 2011). The relation may be
positive because franchisees in a long relation-
ship have a higher mutual understanding with
the franchisor. The relation may be negative
since franchisees in a long relationship become
more critical as they gain experience and develop
their own beliefs about what it takes to run a
business in their industry. The franchisee’s age
and education may have similar effects; older
and/or highly educated franchisees may have an
elevated belief in their own capabilities, which
may make them more critical, and this may nega-
tively affect their trustworthiness assessments
(Davies et al. 2011; Jambulingam and Nevin
1999). Finally, many trust and trustworthiness
studies have included propensity to trust as an
individual-level trait, reflecting general expectan-
cies, and acting as a filter by which a person
assesses another party’s trustworthiness (Becerra
and Gupta 2003; Fulmer and Gelfand 2012).

We do not only control for these variables in
our main analyses, but we also perform several
additional analyses to check for the moderating
effects of these control variables and the robust-
ness of our results. These franchisee personal
characteristics may influence how franchisees
perceive the world, and thereby affect the impor-
tance they attach to specific franchisor duties.

Common Method Variance

Using a single survey may increase concerns
of common method variance (CMV). To limit
these effects, this study followed Podsakoff et al.’s
(2003) recommendations; respondents were guar-
anteed anonymity, there was ample variation in
measurement items, and the questionnaire design

prevented funneling, by which respondents might
assume a presence of relationships between varia-
bles. As a first check for potential method bias,
Harman’s single-factor test (Podsakoff et al. 2003)
showed the poor fit of the one-factor model
(GFI = .64; CFI=.76; RMSEA =.12). A second
test examined the degree to which an unmeas-
ured latent common method factor could explain
item variance (Podsakoff et al. 2003), using PLS
(Liang et al. 2007). Of the 27 paths from CMV to
single-indicator constructs, none was significant,
suggesting a low amount of CMV.

Results
Direct Effects of Antecedents on
Trustworthiness

To test of the statistical significance of each
path coefficient, scholars recommend to use a
bootstrapping procedure with 5,000 subsamples
(Hair, Ringle, and Sarstedt 2011; Ringle, Wende,
and Will 2005). Using SmartPLS 3.0, we find at a
significance level of .05, that three of the
four hypothesized direct relationships were
significant and in the hypothesized direction
(Table 5).>° The franchisees’ perceptions of the
franchisor’s fulfillment of strategic and opera-
tional management positively relate to franchi-
sees’ assessments of franchisor trustworthiness;
the antecedents explain a substantial propor-
tion of variance in trustworthiness (adjusted
R?=.72). In particular, in support of H1, fran-
chisee perceptions of the franchisor’s strategic
management behaviors contribute to higher
trustworthiness perceptions (ff = .22, p <.01). In
line with H2a and H2b, proactive quality assur-
ance (f=.47; p<.001) and reactive quality
assurance (f = .20; p < .001) both enhance trust-
worthiness. However, in contrast with H3, fran-
chisor’s ICT support did not increase franchisee
trustworthiness assessments (f=.02, p>.10).
From the moderating variables, local

>A Durbin-Watson test revealed that the error term of the DV (trustworthiness) is correlated with its regres-
sors. The lack of a valid instrumental variable does not allow us to consistently estimate the causal effect. There-
fore, we need to interpret our results with caution, and cannot assume a theoretical causation between the IVs
and DV, as it is well possible that we have an omitted variable bias or reverse causality. Although we have tried to
be exhaustive in our model by a systematic analysis of the franchisor’s duties, omitted variables may cause the
regressors to be correlated with the error term. Reverse causation could also exist such that the franchisee’s trust-
worthiness in the franchisor may act as a perceptual lens that influences how the franchisee looks at the franchi-
sor’s behaviors. Despite the fact that we cannot claim causality between the IVs and DV, the findings remain
relevant, as the associations between the antecedents and trustworthiness still indicate that improvements in

either of them may stimulate the other.

%Using OLS with composite scores, we find highly similar results with regard to the direction and significance
of the proposed direct effects and moderation effects, which adds to the robustness of our findings

CROONEN AND BROEKHUIZEN
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Table 5
PLS Structural Results

v

DV: Franchisee trustworthiness assessment

Strategic management
Proactive quality assurance
Reactive quality assurance
ICT support

Intra-brand competition
Local competition
Subjective performance
Objective performance
Control variables

Age (in years)

Education

Propensity to trust
Relationship duration (in years)
Adjusted R*

22k
47
(e
.02

—.08

— 7
.06
.00

.02
01

~.08
72

#p < .10
®p < .05
wh < 01
ey < 001

competition is the only direct influencer
(p=—.17, p<.0D) of franchisee trustworthiness
assessments. From the control variables, pro-
pensity to trust is positively associated (ff = .15,
P <.01) with trustworthiness assessments.

Whereas PLS lacks formal testing procedures
to assess the wvalidity of global model fit
(Tenenhaus et al. 2005), the goodness-of-fit or
GoF can offer a diagnostic value (Wetzels,
Odekerken-Schroder, and van Oppen 2009). The
GoF measure represents the geometric mean of
the average communality and average R-square
for endogenous constructs (Wetzels, Odekerken-
Schroder, and van Oppen 2009). The study’s
GoOF value is .54, which exceeds the baseline for
large effect sizes (GOFgman = -1, GOFmedium = -25,
and GOFy,g. = .30), suggesting that our model
performs well against baseline models.

Moderation Effects

The moderation effects are tested in isolation
with 5,000 bootstraps, using the product indica-
tor approach (Chin, Marcolin, and Newsted
2003). This approach gives more accurate esti-
mates of interaction effects by accounting for the
measurement error which generally attenuates
the estimated relationships. In contrast to
Hypothesis 4—hypothesizing that competition
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strengthens the associations—the results in Table
6 show that local competition attenuates the
effect of strategic management (= —.19,
p<.05), and of reactive quality assurance
(f = —.22, p < .01), while intrabrand competition
attenuates the effect of reactive quality assurance
(f=—.23, p<.01). These results suggest that
franchisees that experience greater competition,
at the local or intrabrand level, consider the fran-
chisor’s fulfillment of the strategic management
or reactive quality assurance duties to contribute
less to trustworthiness. Figures 3A-3C plot the
significant moderation effects.

Regarding unit performance (H5), we do not
find any evidence that unit performance—meas-
ured objectively or subjectively—influences the
relative importance of the antecedents of franchi-
sor trustworthiness, thereby rejecting Hypothesis
5. This implies that the franchisees judge the fran-
chisor using the same determinants, to the same
degree, irrespective of their unit performance.

Additional Analyses

As an additional check, we analyzed how a
franchisee’s personal characteristics—our original
control variables—moderate the relationships
(see Table 7A). We find one significant interac-
tion effect, namely between ICT support and
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Table 6
Moderating Effects of Market Competition

and Unit Performance

Contextual characteristics

Franchise unit characteristics

DV: Franchisee

Market competition H4

Unit performance H5

trustworthiness

assessment

Moderators Local Intrabrand Objective Subjective
(reflected in columns): competition competition performance performance
Strategic —.19% —.14 -.19 —.08
ICT .14 .08 .10 —.05
Proactive —-.10 —.07 —.04 .02
Reactive — .22 — .23 —.12 .01

Notes: Standardized betas of the interaction terms are displayed. Product-term generation and
interaction term and regression handling use standardized scores (5,000 bootstraps).

<10
**p < .05
#Ep <01
s <001

education: more highly educated franchisees
attach less importance to, and even negatively
evaluate, higher scores on ICT support (Figure
3D). A possible explanation is that highly edu-
cated franchisees have a higher self-efficacy and
are more critical (Davies et al. 2011) and more
likely to perceive ICT support as a monitoring
and control mechanism of the franchisor
(Griinhagen et al. 2008).

Finally, we investigated the potential modera-
tion effects between antecedents (Table 7B), as
previous research suggested that high scores on
one antecedent or duty may compensate for low
scores on others, or congruence on all duties
could strongly affect franchisees’ trust percep-
tions (Gillespie and Dietz 2009). The six moder-
ation tests using the product indicator approach
(Chin, Marcolin, and Newsted 2003; Ringle,
Wende, and Will 2005), show that none of the
product terms were significant, suggesting that
the antecedents have distinctive main effects but
not strong joint effects.

Conclusion and Discussion
By integrating a duties and systems perspec-
tive and acknowledging the intraorganizational
and interorganizational characteristics of fran-
chise systems, our study identifies a set of

CROONEN AND BROEKHUIZEN

concrete franchisor duties that serve as antece-
dents of franchisees’ trustworthiness assess-
ments. More specifically, the degree to which
franchisees perceive their franchisor to fulfill
these duties determines their assessments of
franchisor trustworthiness. The theoretical
framework, which is grounded in a calculative
approach, also incorporates a contingency per-
spective to explore how heterogeneity in fran-
chisee characteristics (i.e., franchisees’ market
competition and unit performance) moderate
the importance of these antecedents. Overall,
our study contributes to a better understanding
of the drivers of franchisee trustworthiness
assessments, and how the importance of these
drivers may differ across franchisees based on
their idiosyncratic characteristics. Heterogeneity
in franchisee characteristics (e.g., education,
relationship duration, market competition, unit
performance) reflects differences in franchisees’
abilities, motivations, and experiences, which in
turn may influence the franchisees’ perceptions
of their franchisor’s behaviors when forming
trustworthiness assessments.

The results provide strong support for our
framework, which signals the relevance of using
the aforementioned theoretical perspectives.
Our findings show that franchisees consider
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Figure 3
(A) Interaction Between Strategic Management and Local Competi-
tion. (B) Interaction Between Reactive Quality Assurance and Local
Competition. (C) Interaction Between Reactive Quality Assurance
and Intrabrand Competition. (D) Interaction Between ICT Support
and Education Level
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proactive quality assurance, reactive quality
assurance, and strategic management as impor-
tant franchisor duties in assessing franchisor
trustworthiness, whereas they do not consider
ICT support. Although extant trust studies have
already established the relevance of quality
assurance in intraorganizational and interorgani-
zational contexts (Caldwell and Clapham 2003;
Gullett et al. 2009; Mesquita 2007), our study
shows that it is important to distinguish
between proactive and reactive quality
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assurance given their differential impact on
trustworthiness. The strong importance of pro-
active quality assurance shows that franchisees
demand the franchisor to provide high system’s
overall quality and functioning through setting
high-quality standards for the entire franchise
system and via attracting and developing fran-
chisees. Franchisees also consider both strategic
management and reactive quality assurance to
be important duties as they help in formulating
an attractive business format and protecting the
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Table 7A
Additional Analyses: Control Variables as Moderators

DV: Franchisee

Franchise personal characteristics (control variables)

trustworthiness

assessment

Moderators Age Education  Relationship duration  Propensity to trust
(reflected in columns)

Strategic .02 —.04 —.04 —.05

ICT —-.15 —.21%* .03 —.11
Proactive .03 .04 —.02 —.04
Reactive —.06 .02 —.03 .01

Notes: Standardized betas of the interaction terms are displayed. Product-term generation and
interaction term and regression handling use standardized scores (5,000 bootstraps).

<10

*p < .05
*Ep < .01
sk <001

quality through monitoring. Prior studies have
related such monitoring behaviors mostly to
relational outcomes, such as cooperation (Fer-
rin, Bligh, and Kohles 2007) and fairness (Ishida
and Brown 2013), but not yet to trustworthiness
assessments. Although excessive monitoring can
be perceived negatively (Kidwell, Nygaard, and

Table 7B
Additional Analyses: Moderating
Effects of Independent Variables

Moderation effects: p
Strategic X ICT —.11
Strategic X Proactive .03

Strategic X Reactive —.05
ICT X Proactive .01
ICT X Reactive —.07
Proactive X Reactive —-.05

Notes: Standardized betas are displayed. Prod-
uct term generation and interaction term and
regression handling use standardized scores.
*»<.10

*p < .05

D < .01

D <.001
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Silkoset 2007; Williamson 1993), the current
study shows that a franchisor’s effective moni-
toring of franchisees uniformly instills trustwor-
thiness, though to a moderate extent. Finally,
we do not find an impact of franchisees’ percep-
tions of franchisor duty fulfillment regarding
ICT support on franchisee trustworthiness
assessments. These insignificant results may be
explained by a “dual role” of ICT in franchise
system operations; some franchisees may posi-
tively interpret ICT support as an operational
Jacilitator (as hypothesized earlier); yet, others
may negatively interpret franchisor ICT support
as an additional control instrument that
decreases franchisee decision rights and
increases monitoring (Griinhagen et al. 2008;
Kidwell, Nygaard, and Silkoset 2007).

Our study augments the contingency per-
spective in franchising literature by demonstrat-
ing that the links between franchisees’
perceptions of franchisor duty fulfillment and
their trustworthiness assessments differ in
strength across franchisees—even within the
same franchise system. The results show that
the relative importance that franchisees attribute
to the franchisor’s fulfillment of duties varies
according to the degree of franchisees’ per-
ceived market competition, but is equal in terms
of their unit performance. In contrast to what a
power-dependency perspective hypothesizes,
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we find that franchisees confronted with high
competition less strongly consider the franchi-
sor’s fulfillment of strategic management and
reactive quality assurance duties. This overall
result can, however, be well explained by an
entrepreneurial perspective on franchising
(Brand and Croonen 2010; Kaufmann and Ero-
glu 1998; Sorenson and Sgrensen 2001), which
assumes that franchisees—due to their residual
claimant status—may have strong incentives
to act entrepreneurially and autonomously.
Franchisees who experience higher local
competition are more prone to engage in entre-
preneurial behaviors (Croonen, Brand, and Hui-
zingh 2016), especially when they feel that their
franchisors cannot help them in overcoming
competitive pressures (Dant and Gundlach
1998). Franchisees in competitive markets may
then shift their attention focus toward fighting
their market competitors, and away from ana-
lyzing franchisor behaviors. The entrepreneurial
perspective also proves to be helpful in explain-
ing why the specific duties of reactive quality
assurance and strategic management become
less important in the evaluation of franchisor
trustworthiness. Reactive quality assurance may
be perceived as less important by franchisees in
highly competitive circumstances because less
monitoring generally allows franchisees more
freedom to act entrepreneurially and make local
adjustments. Next, a franchisor’s strategic man-
agement becomes less important in competitive
local markets as there is a higher likelihood that
a business format’s competitive advantage will
become obsolete at a franchisee’s local level
(Bradach 1998; Kaufmann and Eroglu 1998).
Finally, our results show that a franchisee’s unit
performance does not moderate any relation-
ships. A possible explanation is that franchisees
may differ in their level of self-efficacy and attri-
butions of the franchisor’s contribution to their
unit performance (cf. Dant and Gundlach 1998;
Davies et al. 2011), and that this variability
weakens the significance of the moderation
effect. Franchisees who perceive unit perform-
ance to result from the franchisor’s efforts likely
pay more attention to franchisor duty fulfillment
compared to franchisees who contribute their
entrepreneurial success more to their own
efforts.

Our study yields several practical implications
for franchisors. First, our findings demonstrate
the relative importance of the antecedents, such
that franchisors can enact management initiatives
to more effectively influence franchisees’
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trustworthiness  perceptions. By dedicating
investments and communication efforts to
improve the perceived fulfillment of its duties
regarding proactive quality assurance, strategic
management, and reactive quality assurance, the
franchisor can strongly increase franchisees’
trustworthiness assessments; improvements in
ICT support are less effective in realizing trust-
worthiness improvements (especially for highly
educated franchisees, who may perceive ICT as
a control instrument rather than an operational
facilitator). Second, the attenuating moderation
effects of market competition (and the negative
direct effect of local competition) are important
to consider. Higher levels of competition are det-
rimental for franchise relationships, because
despite the perceived fulfillment of their duties
on strategic management or reactive quality
assurance, franchisors will receive lower trust-
worthiness assessments when franchisees per-
ceive stronger competition. In an attempt to
increase the returns on the fulfillment of its
duties, a franchisor may try to reduce franchi-
sees’ perceptions regarding the threats of market
competition. One option for franchisors is to
enhance franchisee “collective efficacy” (Jung
and Sosik 2002) or “franchisee cohesion” (El
Akremi et al. 2010), which potentially lower
franchisees’ perceptions of competitive threats
because they may feel stronger as a group. Such
collective efficacy and cohesion may increase
franchisees’ inclination to follow system norms
and positively value franchisor duty fulfillment.
Another option for franchisors is to reduce intra-
brand competition—as a specific form of market
competition—by assigning larger exclusive terri-
tories to franchisees. This decision should not be
taken lightly as the size of exclusive territories
reflects an important strategic trade-off for fran-
chisors (Cochet, Dormann, and Ehrmann 2008).
Finally, some limitations of this study require
further research attention. Even though studying
a single system allowed us to control for coun-
try, industry, and franchise system differences
and thus to improve internal validity (Davies
et al. 2011), this benefit has consequences for
the generalizability of our findings. There are
no reasons to expect radically different findings
in other contexts; however, there may be addi-
tional contextual characteristics affecting fran-
chisees’ trustworthiness assessments. First, the
empirical setting for this study is the Nether-
lands, a society with low power-distance levels
and franchise system standardization levels
(Croonen, Brand, and Huizingh 2016). Dutch
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franchisees may perceive lower dependence on
their franchisors and have more room for entre-
preneurial behaviors, compared to, for example,
U.S.-based franchisees. This may not only
impact conflict resolution processes (cf. Dant
and Schul 1992), but it may also attenuate
the impact of franchisees’ perceived franchisor
duty fulfillment on franchisee trustworthiness
assessments.

A second limitation refers to the fact that our
focal system consists of only single-unit franchi-
sees and no multiunit franchisees, whereas mul-
tiunit franchisees may have different strategic
orientations and hence attach different values to
their franchise relationships (Grinhagen and
Mittelstaedt 2005). In sum, a logical follow-up to
our present study would be to replicate it in
multiple countries and franchise systems.

Third, this study incorporated a limited set of
franchisee personal characteristics (as control
variables) to account for the heterogeneity of
franchisees within a franchise system. Future
research could incorporate additional personal
characteristics that reflect franchisees’ entrepre-
neurial characteristics. Such characteristics may
affect franchisees’ perceptions and attitudes
regarding their businesses and franchise rela-
tionships, such as a franchisee’s entrepreneurial
experience and market knowledge (Jambulin-
gam and Nevin 1999), entrepreneurship and
investment motivations (Grinhagen and Mittel-
staedt 2005), desire for entrepreneurial
autonomy (Croonen, Brand, and Huizingh
2016), locus of control (cf. Dant and Gundlach
1998), or self-efficacy (cf. Davies et al. 2011).
Future studies need to incorporate such franchi-
sees’ entrepreneurial characteristics and market
competition simultaneously in order to investi-
gate how they jointly shape the importance of
trustworthiness antecedents. In doing so, future
studies can explore when and why the power
dependency or entrepreneurial perspective pre-
vails in franchise contexts.

Finally, from a methodological stance, this
study tried to use multiple item scales for each
construct, though not all constructs have the
required minimum of three items, and may
therefore appear weak or unstable. Next, we
did not find empirical support for the commonly
suggested three-factor solution for trustworthi-
ness. Future studies should assess the conceptu-
alization of trustworthiness more closely in
franchise contexts and investigate whether fran-
chisees make finer-grained assessments (i.e.,
distinguish between the three trustworthiness

CROONEN AND BROEKHUIZEN

dimensions) in other franchise contexts. If so,
future research can investigate how franchisee
characteristics may moderate the importance of
the separate dimensions differently. Also, this
study uses a cross-sectional survey and cannot
claim causality of the model’s relationships.
Future research using longitudinal or experi-
mental data is needed to assess the causality of
the relationships.
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