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Abstract

Purpose - Although literature has established the relevance of entrepreneurial orientation(EO) in the performance of
conventional firms, the constraining nature of franchise arrangement makes one wonders if the same relationship holds
for companies operating under the business model.

Research design, data, and methodology — Using Nigeria — a country with high potential for franchise growth — as a
context, this study aims to explore the relevant entrepreneurial orientation skills exhibited by franchisees and show the
extent to which these skills influence their business performance and intention to remain. 26 franchisees purposively
selected from six local franchise brands in Nigeria were interviewed.

Result and Conclusions — The three classic entrepreneurial orientation factors of innovativeness, proactiveness and
risk-taking were found to have varying influence on franchisees’ business outcomes. This study answers the calls for
more in-depth understanding of the relationship between EO and firm performance generally and, franchise firm
performance in particular. The value of this effort lies in the fact that it strengthens theory and updates literature on the
subject. Based on the findings, specific recommendations are offered to help improve the practice of franchising in

Nigeria.
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1. Introduction

Entrepreneurial orientation(EO) relates to policies and
practices that organizations use as bases for taking
entrepreneurial decisions and actions(Rauch, Wiklund,
Lumpkin, & Frese, 2009). EO is the capacity to innovate
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(Merz & Sauber, 1995), ability to act proactively(Voss,
Voss, & Moorman, 2005), propensity to take actions in the
face of uncertainty(Pearce, Fritz, & Davis, 2010), and
tendency to make calculated moves(strategically and
tactically) to beat competitors(Avlonitis & Salavou, 2007). It
is basically an ‘entrepreneurial strategy-making processes’
that managers and decision makers in organizations use
to create corporate purposes, maintain vision and assure
competitive advantages for their entities(Rauch et al.,
2009: p.769).

The relevance of EO to organizations of all types
especially a business firm is well noted in the literature.
EO makes it possible for a firm to achieve and maintain a
healthy degree of market relevance as it is about market-
driving activities and innovation of products and services
that may delight customers(Cools & Van den Broeck,
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2008; Lumpkin & Dess, 2001). Firms with high EO have
better capacity to sustain visions, realize their goals and
achieve enduring competitive advantage(Rauch et al.,
2009). Alliance firms that have EO tend to lead others,
readily accept new ideas, enjoy first-mover advantage and
are more enthusiastic about their business success
(Jiang et al., 2016). As an important form of strategic
entrepreneurial  alliances that has gained increased
acceptance across the world(Dant, Grunhagen, &
Windsperger, 2011; Kosova & Lafontaine, 2010; Larty,
2010), franchising(franchise firms) could also benefit from
the promise of entrepreneurial orientation.

Moreover, given the constraining nature of franchise
arrangement, especially from the perspective of franchisees
(Lagarias & Boulter, 2010), to what extent do franchisees
find rooms for entrepreneurial behaviors, and if they do,
how much impact do their entrepreneurial traits have on
the performance of their business units? Although these
questions have inspired a number of research efforts(e.g.
Chien, 2014; Dada, Watson, & Kirby, 2012, 2015; Dada &
Watson, 2013; Ketchen, Short, & Combs, 2011) over the
years, there seems to be no consensus among scholars
on, first, the key factors that make up entrepreneurial
orientation and second, the degree of influence that being
entrepreneurial has on franchisees’ business performance.
The importance of clear insights on the link between EO
and franchisees’ performance is underscored by the
increasing search for ideas that can help improve the
performance of franchise systems which have recorded
depressing performance in many part of the world in
recent time.

Indeed, recently, franchise systems around the world
have experienced a sharp decline in performance with rate
of outlet closure and non-renewal of contracts by franchisees
increasing steeply. For example, Australia which is often
referred to as the franchise capital of the world has not
recorded a net increase in the number of franchise outlets
between 2014 and 2016 but rather a decrease in the
number of franchise brands in the country — from 1,160 in
2014 to 1,120 in 2016(Frazer, Weaven, Grace, &
Selvanathan, 2016). This decrease (although small) in the
number of franchise brands is significant and calls for
concern given that the country’s franchise industry has
consistently grown(even during economic downturns) and
is often cited by experts as a model for other countries of
the world.

Similarly, according to the Korean Small Business
Institute(2011) cited in et al.(2016), on average, franchisees in
the country exit their franchise system after just about
3.9years. Given that for most franchise systems, especially
the food-service franchise, the average period for renewal
of license is 5 years, this in essence means that most

franchisees do not renew their licenses after the expiration
of the very first attempt in South Korea. This situation, as
Lee et al.(2016: p.49) note "costs franchisors tremendous
money as they have to constantly recruit and train new
franchisees in order to fill the leaky bucket instead of using
the resources for other strategic growth opportunities".

Further, in the global scheme of things, the recent poor
performance of McDonald's, the largest franchise brand in
the world, has been a concern not just for the general
business community but especially for practitioners of and
academics in franchise business model. Beginning from
the early 2015 till date, several reports(e.g., Dean, Brat, &
Gasparro, 2015; Gensler, 2015; Giammona, 2015; The
Economist, 2015; Wahba, 2015) indicate that the company’s
performance has been worsening with revenues, sales and
profits on downward spiral for the most part of 2015.
More recently, after spending huge sums of money to
promoteits new All-Day Breakfast and McPick 2, the
company posted weaker-than-expected 2016 sales in both
its US and global markets with actual sales falling below
forecast by 53% and 9% in both markets respectively
(Whitten, 2016). Of course, McDonald’s is a franchisor but
scholars(Lucia-Palacio, Bordonabe-Juste, Madanoglu, &
Alon, 2014) have noted that the performance of franchisors
like McDonald’s which is 90% franchised may be a
reflection of the collective performance of its franchisees.
More so, these reports note that the major cause of these
haemorrhaging sales and profit levels isthe fact that the
company has been having a long running conflict with its
franchisees regarding the need to revamp operations and
renovate outlets(Gensler, 2015; Giammona, 2015; Wahba,
2015).

2. The Context of the Study

At the beginning (from the early 2000 to around 2012),
the Nigerian franchise industry grew rapidly and attracted
entrepreneurs from all nooks and crannies of the country
to invest in it(Olotu & Awoseika, 2011). A survey by the
US Commercial Service in 2010 valued the market size of
the industry at about US $25 billion(Agu, 2013). In fact,
the country was tipped to be a viable market for franchise
development(Agu, 2013) as the industry was experiencing
explosive growth, prompting experts to predict that it would
record much higher growth over several years in the
future(Ndumanya & Quadri, 2014). It was also thought that
the Nigerian franchise industry was a potential market of
over US $100 billion in annual sales(Agu, 2013) arguably
with capacity to create thousands of jobs. As a
confirmation of the proven potential of the country’s
franchise industry, it was reported that between 2010 and
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2011 alone, the International Finance Corporation(IFC)
invested a total of US $28.5 miillion in two of the country’s
franchised quick service restaurants—Food Concept PLC
and Tantalizers(Agu, 2013).

Sadly, the above mouth-watering account of the
country’s franchise industry is now the good old days.
Things have taken the turn for the worse in recent years
as the available performance records of some franchise
systems in Nigeria indicate a worrisome state of affairs.
For example, the financial performance of Mr Bigg's -the
largest(by number of outlets) and leading franchise system
in Nigeria has been below par since 2013. Its revenue
was down 20% while profits dropped by a staggering 63%
at the end of 2014(UAC, 2015). lts efforts to shore up
performance by divesting 49% stakes to Famous Brands
of South Africa in 2013 - in the hope of leveraging the
latter's expertise-has not helped much as it continued to
record loses with sales revenues going down further by
19%(year-on-year) while profit before tax recorded a
further decrease of 88%(from US$ 189,500 to US$
21,500) in the first quarter of 2015(UAC, 2015). The
half-year 2016 report of the parent company-UAC Nigeria
(where it still constitutes substantial percent of the
portfolio) showed that sales were down 2% while profits
decreased again by 16%(UAC, 2016). The number of
outlets also shrunk considerably from almost 300 in 2012
to under 150 currently(UAC, 2016). This is more than 50%
closure rate within a span of 4 years. Further, Tantalizers
which is the second largest franchise system, has also
been operating on a losing streak since 2012. The
company which was doing so well and attracted IFC to
invest in it in 2010 has declared loses in the last four
years consecutively (N303.3 million in 2012, N564.8 million
in 2013, N784.2 million in 2014 and N707million in 2015)
totalling N2.36 bilion (US$ 118,032,786)(Nairametrics,
2015, 2016).

Thus, the poor performance of franchise systems across
the world and in Nigeria and the fact that ‘very little is
known about what drives success in the food-service
franchising business’(Lee et al., 2015: p.49) stimulated the
interest of the researchers to undertake a comprehensive
study of factors influencing franchisees’ outlet performance,
overall satisfaction and intention to remain. Franchisees’
Entrepreneurial Orientation (EO) was one of the key
issues explored.

Meanwhile, this investigation is from the perspective of
franchisees. This is for both practical and theoretical
purposes. Practically, franchisees’ collective performance
result in franchisors’(Lucia-Palacio et al., 2014) especially
for systems that are purely franchised as some in Nigeria
are. Thus, it was thought that the opinions of the
franchisees on the operations of their systems would be

highly valuable in redesigning and re-strategizing for
improved performance. More so, franchisees are more
accessible and likely to vouch objective assessment of
issues going on in their systems. On the other hand, i.e.
theoretically, although franchisees form the backbone of
the franchise system, only a few franchise studies have
been conducted from their perspectives(Altinay, Brookes,
Madanoglu, & Aktas, 2014).

Therefore, the objective of this paper is to explore the
important entrepreneurial orientation factors and the degree
to which these factors influence franchisees’ business
performance and intention to remain.

3. Literature Review

3.1. Dimensions of Entrepreneurial Orientation

Although many previous studies(e.g., Campo, Parra, &
Parellada, 2012; Chien, 2014; Dada et al., 2015; Dada &
Watson, 2013; Jiang et al., 2016; Krauss, Frese, Friedrich,
& Unger, 2005; Yoon, 2012) define entrepreneurial
orientation(EO) as one-dimensional construct, the construct
has some distinct components. These components or
dimensions include innovativeness, pro-activeness and risk-
taking(Miller, 1983), and the two other later dimensions,
competitive aggressiveness and autonomy(Lumpkin &
Dess, 1996). However, Lumpkin, and Dess(1996, 2001)
argue that each of the dimensions of EO can stand on its
own as an independent determinant of new entry and firm
performance. Moreover, scholars (Dada & Watson, 2013;
Keh, Nguyen, & Ng, 2007) have tested the construct
validity of the various dimensions and concluded that the
Miller's original three dimensions - Innovativeness,
Proactiveness and Risk-taking, have better internal
consistency and are thus found to robustly measure EO.
This paper focuses on these three dimensions.

Innovativeness is simply a process of executing creative
ideas successfully(Dada et al., 2015). It relates to a firm’s
willingness to facilitate and support such activities as
generation of original and imaginative ideas for improving
or launching new product or service, investing in new
technology as well as research and development that
could result in new processes(Lumpkin & Dess, 2001). It
is a firm's ‘predisposition to engage in creativity and
experimentation through the introduction of new products/
services as well as technological leadership via R&D in
new process(Rauch et al, 2009: p.763). Drucker(1985)
stresses in his famous book — Entrepreneurship and Innovation,
that innovation is a veritable tool by which firms can
exploit change and opportunities in the market. Interestingly,
White(2010)’'s study of marketing strategy creation style
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among US restaurant franchisees concludes that franchise
chains that encourage their franchisees to be innovative
are likely to achieve superior long-term performance.

Risk-taking refers to the propensity to take daring and
bold actions including entering previously unexplored markets,
devoting significant amount of resources to (new)
enterprises without any guarantee of success and using
high amount of leverage for financing firm’s operations
(Lumpkin & Dess, 2001). Although risk-taking is considered
an important character of an entrepreneur, Campos, Nuno
de la Parra, and Parallada(2012) warned that excessive
risk-taking may jeopardize organizational performance. This
is in agreement with the reasoning of Yang(2008: p.272)
that ‘successful entrepreneurs are not gamblers’, indeed,
they typically are not risk takers(Drucker, 1985), but
people who are skilled in taking informed decisions and
have a fairly developed risk-reduction skills.

Pro-activeness relates to driving the market (rather than
being market-driven) by providing new products or services
that may delight consumers and being forward-looking and
opportunity-conscious such as pioneering introduction of
new market offerings(Lumpkin & Dess, 2001). Proactive
firms know that success is sometimes dressed in overall
and invisible to ordinary business eyes, so they constantly
scan and monitor their environment with the aim of finding
and exploiting new business opportunity that can enhance
their  competitiveness(Keh et al., 2007). Indeed,
pro-activeness is the first habit of a high-performing
individual and organization. In his highly influential
international leadership bestseller — T7he Seven Habits of
Highly Effective People, Steven Covey — the late renowned
leadership scholar emphasises the importance of acting
before one is acted upon, taking initiative before one is
asked to and having a sense of responsibility in all ones’
affairs. These are what being proactive is about. A
number of empirical studies have found that being
proactive enhances the performance of business ventures
(Yang, 2008) at all stages of business lifecycle(Yoon, 2012).

3.2. Previous Studies on Entrepreneurial Orientation

Instructively, most previous studies on the effects of EO
on the performance of conventional firms like SMEs and
larger corporate entities found a significant positive effects.
A few others however, found contrary results.

Rauch et al.(2009) found that the influence of EO on
firm's performance is, statistically speaking, moderately
large. The scholars therefore conclude that firms that
invest in and pursue EO are likely to have their
performance improved by a considerable magnitude. Yang
(2008) investigated 406 Taiwanese SMEs' top-level
managers and found that EO(innovativeness, pro-activeness

and risk-taking) has a positive effect on business
performance. More so, in line with the emerging augment
that each of the dimensions of EO may affect firm
performance differently(Lumpkin & Dess, 1996, 2001;
Rauch et al.,, 2009; Yoon, 2012), Yang(2008) compared
the relative influence of each dimension and subsequently
found that although risk-taking also has a significantly
positive effects on performance, innovativeness and
pro-activeness correlate more highly with firm performance.
The study also contribute to the emerging new concept of
entrepreneurial leadership and found that EO-performance
relationship becomes stronger in the presence of
transformational leadership.

Furthermore, Jiang et al.(2016) was one of the first to
examine the effect of EO on collaborative business
arrangements. Using data from 205 alliance firms in China
(410 respondents), Jiang et al.(2016) found that EO has a
positive direct influence on both focal performance
measures(innovative and financial) of Chinese partner
firms. They also discovered that knowledge acquisition fully
moderates the relationship between EO and alliance firms’
innovative and financial performance.

More specifically, so far, only a few studies have
applied EO to franchise system or franchise business units.
These include Dada and Watson(2013) who found that EO
is positively related to franchise system performance.
Using a mail survey involving 95 UK-based franchisors,
they conclude that franchise systems that emphasize
entrepreneurial behaviours are likely to perform better than
those that do not. Juxtaposing this finding with the findings
of the authors’ recent work(Dada et al., 2015), which
reveals that franchisees tend to have and demonstrate
entrepreneurial skills, and that most franchisors prefer to
work with franchisees that are entrepreneurial, it can thus
be reasonably inferred that franchisees’ entrepreneurial
skills will have positive effects on the performance of their
individual units.

One notable empirical study that supports Dada and
Watson(2013)’s conclusion is Chien(2014) who established
that franchisees’ entrepreneurial orientation has a direct,
positive and significant influence on their outlet's
performance in the context of Korea convenience store
franchisees. Chien concludes that EO is an important
precursor of franchise business unit(franchisees)’s
performance, reiterating that in today’s modern business
environment that is characterized by intense local and
global competition, franchisees with high EO will be better
at recognizing and exploiting market opportunities.

However, as earlier noted, a few studies did not find
evidence in support of a positive relationship between EO
and firm performance. For example, Slater and Narver
(2000)’'s replication of their earlier study(Narver & Slater,
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1990) on a much larger sample of business corporations
found that EO does not have any effect on the profitability
of the investigated businesses. The authors, who were
surprised by the result, suggested two possible explanation
for their findings. First, the effect of EO on profitability is
likely to be indirect through product and market development
efforts of corporations. Secondly, the correlation of EO
with profitability measures is likely to be high and positive
in the long-run than in the short run, suggesting ‘a
delayed effect on profitability’(Slater & Narver, 2000: p.72).
Similarly, Walter, Auer, and Ritter(2006)’'s study examining
the impact of EO on the performance of university spin-
offs(using mail questionnaire on a sample of 149 university
founders), found that EO does not have any direct impact
on such measures of performance as profitability, sales
per employee and sales growth. Instructively, these ‘no
effect’ findings lend support to the observations of Covin
and Slevin(1988, 1990) and Dess, Lumpkin, and Covin
(1997) that entrepreneurial orientation does not always
lead to firm performance.

Thus, given these conflicting findings on the effect of
EO on firm performance and current dearth of research on
the link between EO and franchisees’ performance in
different settings, this study attempts to provide empirical
evidence to clarify the position and contribute to both
literature and theory on the focal variable.

3.3. Franchisees’ Outlet Performance

Studies on franchisors’ performance usually view
organizational outcomes in terms of sales & profits growth,
outlet growth and system survival(Nijmeijer, Fabbricotti, &
Huijsman, 2014) as most of them are publicly quoted
companies whose data is available. However, since
franchisees are mainly MSMEs and privately owned, it is
usually difficult to access their financial records. Hence
most studies on franchisees perspective focus on obtaining
their subjective assessment of outlet financial performance
and non-financial aspects of performance such as intention
to stay(Chiou et al., 2004). This study adopts this approach
to data collection.

3.4. Intention to Remain

This is the willingness to continue business relation with
the other partner. It is the business-to-business(B2B)
version of behavioural intention in business-to-customer
(B2C) circle. Franchisees’intention to remain in the
franchise system is a commonly used dependent variable
in franchise studies(e.g., Chiou et al., 2004; Doherty,
Chen, & Alexander, 2014; Lucia-Palacio, Bordonabe-Juste,
Madanoglu, & Alon, 2014; McDonnel et al., 2011),
probably due to its power to predict franchisees’ long-term

commitment to the franchise system as well as being an
important indicator of franchise chain’s long-term success
(McDonnel et al., 2011). Just like in the case of consumer
behavioural intention, franchisees’ intention to remain in the
franchise system could be either affirmative or negative.
Intention to remain is affirmative when franchisees have a
firm plan to renew their contracts and maintain a
long-term relationship with the franchisors. When this is
the case, franchisees must have had a positive evaluation
of the important aspects of their relationship with their
franchisors and a positive evaluation is often indicated by
willingness to enhance cooperation, comply with standards,
prevent conflicts and to recommend the system to other
prospective franchisees(Davies, Lassar, Manolis, Prince, &
Winsor, 2011; Davis, 2012; Frazer, Weaven, Giddings, &
Grace, 2012; Roh & Yoon, 2009). Negative intention on
the other hand often implies, at best, indifference to the
brand and minimal efforts at promoting it, and at worst, all
sorts of negative behaviours including non-compliance,
opportunism, negative word-of-mouth and in some cases,
litigations(Frazer, Merrilees, & Wright, 2007).

4. Methodology
4.1. Study Design and Measurement of Variables

The study aims to explore and gain deep insights into
the relevant issues — entrepreneurial orientation factors
and their influences on franchisees’ outlet performance and
intention to remain. Given the need for contextual and
emic understanding of issues in franchising(e.g., Brookes
& Altinay, 2011; Doherty et al., 2014), we adopted a
qualitative data collection approach for the investigation.

In this study, there are such variables as: franchisees’
outlet performance, intention to remain and entrepreneurial
orientation. Entrepreneurial orientation consists of three
dimensions as innovativeness, proactiveness, and risk-
taking. Although this is a qualitative exploratory study, we
designed the main questions in the interview protocols
based on measures adapted from previous, mostly,
quantitative studies. This is one of the measures
suggested by scholars(e.g., Pratt, 2015) to enhance the
validity of qualitative studies

Franchisees Outlet Performance

Following Lee, Kim, and Seo(2015), we measured
franchisees outlet performance using respondents’ own
subjective assessment of their sales and profit growth. We
designed the interview questions to seek responses that
help to understand changes in outlet sales and profit over
the last one year as well as changes compared to
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franchisees’ competitors.

Intention to Remain — we measured franchisees’ intention
to remain using items adapted from Chiou et al.(2004).
The scale consists of three items viz.: “given your overall
experience so far, are you willing to continue business
relationship with this franchise system?”, “given the resources,
are you wiling to open new store elsewhere under this
franchise system?”, and “are you willing to encourage others
to join this franchise system?”.

Franchisees’ Entrepreneurial Orientation

Based on relevant previous studies, entrepreneurial
orientation was measured as innovativeness, proactiveness,
and risk-taking(Chien, 2014; Dada & Watson, 2013).

4.2. Population and Sample Selection

There are currently about 430 franchise outlets in Nigeria
with 320 franchisees operating in such diverse industries
as retailing, hotels & hospitality, quick service restaurants/
food & beverages, transport, education & IT, and so on
(Ndumanya & Quadri, 2014; Olotu & Awoseila, 2011; Orij,
2013). Consistent with the qualitative nature of the study,
we used the non-probability sampling techniques of purposive
and in a few cases, snowballing to select appropriate
subjects for the investigation(Alharbi, 2014; Altinay, Brookes,
Yeung, & Aktas, 2014; Brookes & Altinay, 2011; Frazer et
al., 2012). We made efforts to first contact and obtain the
consent of key informants to participate in the study. The
specific types of respondents sought and were reached
with the sampling methods include: owners, that is,
franchisees(or their knowledgeable representative like unit
manager) of fairly older outlets (more than three years in
operation) as they are likely to have reasonable experience
with the focal issues of the investigation and have probably
seen the intricacies of the business model generally;
owners of well-performing franchise outlets; owners of poorly
performing franchise outlet; former franchisees; franchise
outlet owners in different parts of Nigeria as experience
and observation reveal that there exist some differences in
business sophistication and entrepreneurial behaviours of
people form these different zones.

4.2. Data Collection

Initially using addresses of franchised outlets found on
the websites of most of the franchise systems and
subsequently few walk-ins to others, we initially contacted
50 franchisees for possible participation in the face-to-face
interviews. Eventually, a total of 26 franchisees from different
parts of the country were interviewed and this number is
considered to be a reasonable sample size for a study of
this nature as it is within the recommended range of

20-30 deem to be adequate to reach saturation(Corbin &
Strauss, 2008; Creswell, 2007).

In order to guarantee consistency of structure throughout
the interviews and enhance the overall reliability of
approach(Yin, 2014), we used the case study protocol as
a guide. The protocol spells out the steps and procedures that
must be undertaken before, during and immediately after
each interview. We prepared the interview questions based
on the objective of the study and designed them to seek
participants’ responses to broad questions relating to the focal
issues of the study. We asked other appropriate follow-up
questions as successive interviewees told their stories.

Further, we conducted all interviews within the franchisees’
business premises and tape-recorded them haven obtained
their informed consent to do so. Each interview lasted for
between one to one-and-half hours. We took notes
throughout the interviews and in line with the suggestion
of Corbin and Strauss(2008), we also wrote memos immediately
after each interview. This was done to capture the thoughts
and impressions of the researchers with regards to what
the participants said. The memos did not form part of the
data but merely an instrument to reflect and interpret both
the spoken and unspoken words of the respondents.

<Table 1> Themes and within theme issues

Main Theme Issues within theme
Culture of or room for franchisees to innovate
Innovativeness | Evidence of franchisees innovativeness
Influence of innovativeness on business outcomes
Views on proactiveness
Proactiveness | Evidence of proactive tendencies/behaviours
Influence of proactiveness on business outcomes
Views on risk-taking
Evidence of risk-taking behaviours
Influence of risk-taking on business outcomes
Source: Authors' compilation

Risk-taking

4.3. Techniques of Data Analysis

We subsequently transcribed the interviews with the
help of a manual transcription software called Transcriber
Pro (version 1.0.3.1). In order to ensure that what has
been transcribed is exactly what the respondents said, we
carefully went through each transcript while listening to the
corresponding tape. This was done three times. The
transcripts of the interviews were subsequently sent to the
respective interviewee for confirmation. All 26 transcripts
were retrieved affirmed with minor corrections.

Haven developed the analytical codes in advance based
on existing literature(Doherty et al., 2014), we coded the
transcribed interviews manually and categorized them
using Corbins and Straus(2008)’s step-wise advice. On the
basis of the themes and sub-themes(and in some
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instances, sub-sub themes) that emerged, we loaded the
data into the latest version of NVivo(version 11). NVivo is
one of the most popular data analysis software commonly
used in qualitative research(Myer, 2013: p.177). According
to QSR International(2015), the manufacturer of the
software, NVivo is a powerful platform used for analysing
all types of unstructured data. The software has the
capacity to quickly code data and appropriately organize
same. There are also features to interrogate data, count
words and display a descriptive analysis of responses. We
used this software to code the data, appropriately organize
and link memos and annotations, uncover connections,
analyse opinions of different groups of respondents, search
for common themes, visualize data, justify findings and assist
in report writing. <Table 1> shows four themes and several
within theme issues.

4.4. Data Analysis and Results

The participating franchisees in this study are hereafter
referred to as informants. The informants were drawn from
across six franchise systems herein labelled simply as
SYSTEM 1, SYSTEM 2, SYSTEM 3, SYSTEM 4, SYSTEM 5
and SYSTEM 6, cutting across six industrial sectors including

<Table 2> Business Profiles of Informants

quick service restaurants(QSR), retailing, transportation,
telecommunication and mobile devices, and ice-cream
vending. <Table 2> show business profiles of the
informants.

Owing to the dominance of QSR sector which represents
nearly 85% of the players in the Nigerian franchise
industry(Orji, 2013), about two-third (18) of the informants
were drawn therefrom. Three (3) of the interviewees come
from the retail sector, two (2) sell ice-cream and related
products, two (2) are from mobile phone sector and 1
runs a transportation firm. Nearly 50% of the respondents
are from South West (particularly Lagos) — the commercial
hub of the country where more than 50% of all franchise
units in Nigeria operate. Other franchisees are from such
other cities as Abuja(North Central), Port Harcourt(South
South), Ibadan(South West), Abeokuta(South West), Kaduna
(North West), Kano(North West), Jos(North Central), Lafia
(North Central), Enugu(South East), Asaba(South South)
and Lokoja(North Central). Effectively, five of the six
geo-political zones of the country are represented in this
study. Security challenges did not permit the researchers
to visit and interview franchisees in the sixth zone - the
North-East where insurgent activities was going on.

S/N Informants/Panelists Designation Organization Unit Size Sector  [Location Years in Business
1. Informant 1 Franchisee SYSTEM 1 Small QSR S/West 4 years
2. Informant 2 Franchisee SYSTEM 2 Medium QSR N/Central 4 years
3. Informant 3 Franchisee SYSTEM 2 Small QSR N/Central 3 years
4. Informant 4 Franchisee SYSTEM 1 Medium QSR S/South 5 years
5. Informant 5 Franchisee SYSTEM 1 Medium QSR S/East 3 years
6. Informant 6 Franchisee SYSTEM 1 Medium QSR N/West 7 years
7. Informant 7 Franchisee SYSTEM 1 Large QSR S/West 6 years
8. Informant 8 Franchisee SYSTEM 1 Medium QSR S/West 6 years
9. Informant 9 Franchisee SYSTEM 3 Large Retail S/West 5 years
10. Informant 10 Franchisee SYSTEM 2 Medium QSR S/South 4 years
11. Informant 11 Franchisee SYSTEM 1 Large QSR N/Central 8 years
12. Informant 12 Franchisee SYSTEM 2 Medium QSR N/Central 7 years
13. Informant 13 Franchisee SYSTEM 1 Medium QSR S/West 6 years
14. Informant 14 Franchisee SYSTEM 2 Small QSR S/West 6 years
15. Informant 15 Franchisee SYSTEM 1 Small QSR S/West 7 years
16. Informant 16 Franchisee SYSTEM 1 Medium Mob.-Tele S/West 6 years
17. Informant 17 Franchisee SYSTEM 3 Medium Retail S/West 10 years
18. Informant 18 Franchisee SYSTEM 4 Medium Ice-C N/Central 5 years
19. Informant 19 Franchisee SYSTEM 5 Medium Trpt S/East 4 years
20. Informant 20 Franchisee SYSTEM 2 Small QSR N/West 8 years
21. Informant 21 Franchisee SYSTEM 3 Large Retail N/West 6 years
22. Informant 22 Franchisee SYSTEM 1 Medium QSR S/South 8 years
23. Informant 23 Franchisee SYSTEM 4 Medium Ice-C S/West 5 years
24, Informant 24 Franchisee SYSTEM 1 Small QSR S/West 6 years
25. Informant 25 Franchisee SYSTEM 6 Medium Mob-Tele S/West 4 years
26. Informant 26 Franchisee SYSTEM 2 Medium QSR S/West 6 years

Source: In-depth Interview, 2016
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5. Entrepreneurial Orientation Factors and
Their Influences

The key entrepreneurial orientation factors investigated
are: franchisees’ innovativeness, proactiveness and
risk-taking propensity. Findings on each of these as well
as their relative influence on franchisees’ business
outcomes and intention to remain are analysed thus:

5.1. Franchisees’ Innovativeness

It was a key objective of this study to understand
whether or not franchisees in Nigeria found room to
innovative, how much sense of innovativeness they have
and what influence does innovativeness has on their
business performance and other outcomes.

Across all the franchise systems studied, the
experiences shared by many franchisees indicate that
there is very little room afforded them to innovate. The
common response by franchisee research participants is
that the system is centrally controlled and standardized,
and that attempt by any franchisee to innovate is akin to
looking for trouble from franchisors. Highlights of this
position can be seen in the following quotations.

Are we allowed to innovate? Everything is to follow
them as they say. If you do anything different, except
Iif you are ready fo lose your license from them. How
many times | have suggested new ideas that | know
can make our business betfer that they refused fto
act on. Like | said earlier, ‘fuwo shinkafa’ are
demanded by our customers but they wouldn’t let us
offer it here.(Informant 7).

Frankly there is no much innovation that we can
make in this business even if we want fo. Everything
has fo be in line with standards and when you do
anything outside the standards, then you are breaching

the confract.(Informant 12)....what | know is that it is

a standardized business. Almost everything Is

managed centrally. So there is little room fto innovate
new ideas here.(Informant 18).

One franchisee, Informant 25, who was previously
managing one of the corporate outlets lamented that to
him it is a funny twist of event that he was given more
space to innovate when he was an outlet manager than
now that he is supposed to be running a business of his
own. He said: “you know what | have noticed is that |

was allowed more hands to bring in innovative ideas in
running our outlet when | was a manager more than now
that | am a franchisee”. To him, this is a funny paradox
as he had hoped that franchisees who have invested their
money in the business and tend to know local realities,
should have more room for innovation, at least for their
outlets.

Notwithstanding the general disincentive to innovate in
most systems, a few franchisees shared experiences that
indicate that they do have a sense of innovation and have
actually pushed through some innovative initiatives without
breaching the terms of their contracts. The following
stories were shared by such innovative franchisees.

..But | try my best wherever possible. Like
towards the end of last year, | started this promo
called ‘Bigg Royalty Pack, where cusfomers that
spend N2,000 above for three consecufive time have
N1000 worth of lunch free for two each. The promo
was a huge success and made a lot of smart sales
through that. (Informant 10)

We bring in new innovation often. For example, we
have been using inverter for our power supply and it
has paid off far better than diesel engine. When you
think of the noise, the frequent repairs and having fo
be buying expensive diesel, this is far belfer.
(Informant 16)

What we do /s that we listen to customers a lot
and when they insist on certain items or products
and many people really show interest, we would
suggest fo the office fo either supply us from their
trusted suppliers or allow us to source locally and
satisfy our customers. (Informant 26)

As predicted by most literature on innovation (e.g.
Rauch et al., 2009; White, 2010), those franchisees that
found ways to implement innovative ideas in the
management of their outlets achieve better business
performance and as a consequence tend to feel more
engaged and happier. Specifically, these group of
franchisees indicated that their innovative ideas have
helped their outlets improve efficiency and bottom line.

So, in terms of influence, indications are that while
those that do not innovate or feel restrained from
innovating have been negatively impacted in terms of loss
of potential sales like informant 13 who wanted to add
non-alcoholic wine to his beverages stocks and informant
1 who wanted to include highly demanded local dishes to
his menus. On the other hand, those who found room to
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innovate have reaped some rewards including improved
sales and profits as well as satisfaction in the business.
Informants 2 and 16 are among this group of franchisees.

Being innovative sure is important for this kind of
business. Particularly on the operations side, you
need new ideas fo make things faster, better and
sometimes cheaper like in the case of our solar
panels now. (Informant 16).

Previously we opened to -customers around
17-12am in the morning. But looking at our
competitors and our need to generate more incomes,
we decided fo infroduce breakfast section, opening by
7:30 in the morning. Our decision has paid off hugely
as we now make roughly 30% of our daily sales
from that sections alone. (Informant 2).

5.3. Franchisees’ Proactiveness

Just like innovativeness, pro-activeness is a common
component of entrepreneurial orientation, and so it was of
similar importance for this study to understand how
proactive franchisees in Nigeria are and whether or not
being proactive has any influence on their business
performance and other outcomes. To this end, data
analysis revealed that regardless of the standardisation
that characterized franchise operations, most research

participants plan ahead, take initiatives and decisions for
the smooth running of their outlets. It however appears
that most of the decisions they take are in the areas of
operations and marketing. <Table 3> contains sample
quotations  that  highlight  participants’ sense  of
proactiveness and the common areas that they exhibit
their proactive skills.

Interestingly, as can be seen in the last two quotations
in <Table 3>, some informants asserted that it is a
mistake for any franchisee to think that franchise business
is standardized and thus wait for franchisors to do
everything. The experience of a number of informants
show that in practice, just like in any business, there are
many unknowns in franchise operations and so franchisees
have to take personal initiatives and actions in order to be
successful.

However, a few franchisees do not see things this way.
They think that it is a standard system and so raise up
their hands - literally, and wait for directions from
franchisor on everything. Informant 9 and 24 belong to
this group of franchisees. He said: “we just follow the
established procedures” and Informant 9 statement
completes the statement by saying “you know this is a
franchise business. Most of the important new decisions
are taken by the franchisor”.

On the question of influence, the experience of many
franchisees that are proactive indicate that the habit of
proactiveness has been very helpful especially in problem
solving and in taking advantage of opportunities in the

<Table 3> Sample Responses on Respondents Sense of Proactiveness.

Respondents

Sample Quotations

Informant 1

“..It is complex and very stressful. There are many pieces and parts to put together. So, | take different
kinds of decision very often, especially for the operation to move smoothly”.

Informant 12

“We have to plan ahead almost every day. Well, we have our sales projection that we developed together
with the franchisor. But truth is, we don't usually follow it. We rely more on our own plans. We usually
prepare a weekly estimate of how much sales we expect to make”.

Informant 20

“Sure, in running this kind of business, stuffs come up every day necessitating our immediate attention.
We have to take immediate decision to keep things in order. Although, we don’t take decision to change
major activities that much, we act to fix the different pieces of the puzzles every day”.

Informant 23

“in the operations and marketing, we have always have the responsibility to review where we send our
distributors to and new neighborhood we need to cover”.

Informant 26

“Yea, you cannot run a restaurant business successfully without doing a lot of planning. It is a complex
things. We have to be able to predict the demand on a particular day and prepare food that will meet that
demand. You always want to make sure that you don’t run out of menus when customers need and at the
same time, you have to ensure that you reduce wastage as much as possible”.

Informant 2

“This business is not as standardized as many think. There are many uncertainties and issues that crop
up every day requiring our actions. For example, | recently took the decision to look for and hire more
National Youth Corpers to work for us...For the Corpers, what we pay them is seen reasonable enough but
for a graduate who has completed service and actively sought for jobs, our offering is never good enough”.

Informants 5

“...Some people may tell you it is a standard business, they are lying”.

Source: In-depth Interview, 2016
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market. As Informant 26 said: “to take those decisions and
solve our problem has obviously helped the business
because without that, things could go wrong if we have to
always wait to hear from them”.

5.4. Franchisees’ Risk-taking Propensity

One of the interests of this study was to know how
much of risk-takers Nigerian franchisees are and what
influence does the habit of risk-taking has on their
business performance.

Instructively, while risk-taking is the common word that
most franchisees use to describe what it means to be an
entrepreneur, the narrated experience of most of the
franchisees that participated in this study indicate that they
largely do not attempt to try anything that fits the
description of risk-taking. Even those that recognize the
need to do things that may be considered as risk-taking
assume that their franchisors would not allow that and
they said that they always have to consult their
franchisors first in such cases. The quotations below
represent the respondents’ common responses to question
on risk-taking and highlight their position on the issue.

| have an independent mind but in this business,
you would not be allowed fo do things independently.
You have to always seek approval or consent of the
head office. For example, | remember | had fo recruit
some new staff at a point without telling them. When
they eventually discovered, they were not happy that
[ didn’t inform them. (Informant 8).

Instructively, many franchisees think that it is not even
ideal to encourage franchisees to take risks as that could
have negative effect on the entire system.

If you leave every franchisee alone fo be
independent, one day you would wake up and
discover that things have all gone bad and out of
control. Yes, | believe that we need some space fo
take actions on some local issues or to solve urgent
problem but not complete independence. (Informant
22).

In terms of influence, it is unclear from data analysis
whether possession of this habit influence business
performance. Most participating franchisees simply said
they do not engage in any risky behaviour so it is hard to
ask what benefit such behaviour could bring. It also was

not too clear from the accounts of the research
participants whether or not there are any negative effect
on business performance resulting from not being a
risk-taker.

6. Discussion of Findings

Using in-depth interview to collect data from franchisees
operating under local franchise brands in Nigeria, this
study found that the major franchisees’ entrepreneurial
orientation factors that have significant influence on
franchisees’ business performance are innovativeness and
proactiveness.

First, findings show that implementation of innovative
ideas by franchisees in the running of their outlets has a
positive impact on their business performance. This finding
provides further empirical support for the conclusions of
White(2010) that when franchisees are encouraged to
innovate in the management of their outlets, their
performance improves in performance which in turn
enhance their overall satisfaction with the ultimate result
that the entire chain will likely achieve superior long-term
performance. The finding of this study also supports that
of Yang(2008) that when a business unit is run with
reasonable amount of innovative skills, the financial
performance of the wunit improves significantly. More
broadly, this investigation provides evidence in support of
Dada & Watson(2013) as well as Chien(2014) that
franchisees’ EO skills such as innovativeness may be an
important factor for facilitating their outlets’ performance.
Given that innovativeness is both a skill and resources,
this finding can be interpreted in the light of resource
base view which speculates that resources of all kinds are
important for the competitiveness and efficiency of a
business unit(Barney, 1991; Grant, 2016) and by implication,
non-available of a relevant resource (such as opportunity
for innovativeness) could result in poor performance of
business units(Barney, 2001) like franchisees’ outlets.

Furthermore, findings show that there are positive
business outcomes for most of the research participants
who exhibit proactive skills such as planning ahead, taking
initiatives and assuming responsibility for the smooth
operation of their outlets. This finding is in agreement with
Yoon(2012)’s conclusion that pro-activeness of the owner
of a firm result in improved business performance at both
early and growth stages of the business lifecycle. More
specifically as relate to previous studies on franchise firms,
this study provides empirical evidence to support Chien
(2014) findings that EO skills(such as proactiveness) is an
important  precursor  of  franchise  business  unit
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(franchisees)’s performance. As is the case with
innovativeness, proactiveness is a skil — a set of
resourceful activities, and thus it link with outlet
performance can be explained by resource base view.
According to the resource base view, resources which
may be tangible(for example machinery, cash and
factories) or intangible(for example, knowledge, attitude,
skills etc.) are all critical for the pursuance of a firm's
goals and for the achievement its strategies(Arbab Kash et
al., 2014; Barney, 2001). The more an entrepreneur or
business firm business is endowed with a given resources
(for example the skill of proactiveness) the more likely the
business will perform better(Barney, 1991).

Lastly, preponderance of franchisees do not take risk in
running their outlets and so do not believe that risk-taking
as a habit has any marked influence on their business
performance. There is also no evidence that franchisees’
business performances were negatively affected because
they did not engage in behaviours that fit the description
of risk taking. In essence, it seems that although
risk-taking is a desired entrepreneurial trait, not having it
as a franchisee does not lead to poor business
performance. This finding is in contrast with the results of
Yang(2008) who concludes that although risk-taking ranks
low when compared with other dimensions of
entrepreneurial orientation, it nonetheless has a positive
influence on firm performance. The possible explanation
for this opposing finding could be attributed to the nature
of business and personalities or subjects of the two
researches. While this study is on a dyadic business
relation involving some restrictions on actions, that of
Yang(2008) is on start-up entrepreneurs who have the
latitude to take any decision they deem fit.

7. Limitation, Conclusion and Recommendation

The objective of this study was to explore and gain
deep insights into franchisees’ entrepreneurial orientation
and how the ftraits influence their outlet performance and
intention to remain. The study used the approach of
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