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Abstract: Although it is widely accepted that entrepreneurial orientation (EO)
improves firm performance, scholars have advised that particular attention should
be paid to the context. In this research, we investigate a less explored context of
franchising where business systems and procedures are usually dictated to fran-
chisees by franchisors. Therefore, whether a franchisor should allow franchisees to
pursue EO (innovativeness, proactiveness, risk-taking, competitive aggressive-
ness, and autonomy) is not clear. In the context of franchising, themajority of prior
studies have mainly focused on the employment of EO as a unidimensional
construct and at the franchisor level. In this research, we take a bottom-up
perspective and evaluate the impact of different dimensions of EO on franchisees’
performance. Our analysis of amulti-group of 183 restaurant franchisees located in
Sweden and Iran reveals that only the pursuit of proactiveness and competitive
aggressiveness improves a franchisee’s performance and other dimensions do not
play a significant role in improving performance in this context.

Keywords: entrepreneurial orientation, franchising, franchisee performance,
restaurant industry

1 Introduction

In the last few decades, franchising has turned into one of the most popular
business practices in many countries (Croonen and Brand 2015; Song 2019) as it
can contribute to economic development (Calderón-Monge, Huerta-Zavala, and
Ayup-González 2019; Rodríguez-Gutiérrez, Moreno, and Tejada 2015). Despite
experiencing a high level of success and significant growth rates (Hsu and Jang
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2009), there is now a critical mass of academic literature to demonstrate that
failure rates in franchising are in fact very high (Stanworth et al. 2004).

One of the suggested solutions to enhance the survival rate of franchising and
improve performance is the pursuit of entrepreneurial orientation (EO) (Ibrahim
and Mahmood 2016; Seilov Galimzhan 2015). However, in the context of a fran-
chising system, there is a question of whether entrepreneurial activities should be
pursued by the franchisor, franchisee, or both (Combs, Ketchen, and Short 2011b).
Although some scholars view entrepreneurial activities by the franchisee as a
paradox (Dada, Watson, and Kirby 2012), several pieces of theoretical (Kaufmann
and Dant 1999) and empirical research (Dada and Watson 2013b; Croonen, Brand,
and Huizingh 2016) show that franchisees can also play an entrepreneurial role.

In a franchising system, a franchisor has to decide whether to standardize
everything or support the entrepreneurial behavior of a franchisee with a strategy
of adaptation (Cox and Mason 2007). At first, the franchisor usually adopts a
standardization strategy to take advantage of economies of scale and cost mini-
mization across a system (Cox andMason 2007). After awhile, eachnew franchised
outlet deals with unique challenges and opportunities (Kaufmann and Eroglu
1999), and standardization across the system will frequently conflict with the
different local market conditions (Sorenson and Sorensen 2001). Dealing with
excessively heterogeneous market conditions and ignoring the franchisee’s
knowledge can infuse serious inertia into the system, and may also destroy the
system’s ability to function in a changing environment (Kaufmann and Eroglu
1999). Diverse geographical environments with different market and resource
conditions impose constraints, and as a result some scholars suggest that fran-
chisees should be entrepreneurially oriented to overcome their specific challenges
(Cox and Mason 2007). Therefore, in contrast to other contexts, a key challenge in
the franchising system is decidingwhether entrepreneurial behavior of franchisees
should be supported.

Notwithstanding the importance of EO in the survival and performance of
firms (Saeed, Yousafzai, and Engelen 2014), there is an ongoing debate on how EO
influences firm performance, and more specifically, if all dimensions of EO are
equally important for performance (Lechner and Gudmundsson 2014; Lumpkin
and Dess 1997). While Miller (1983) views EO as a unidimensional construct,
Lumpkin and Dess (1996) suggest that EO is a multidimensional construct
including risk-taking, innovativeness, proactiveness, competitive aggressiveness
and autonomy, with each dimension representing a different and independent
aspect (Rauch et al. 2009). Surprisingly, despite this suggestion, almost all studies
in the franchising context have used a unidimensionalmeasure (Dada andWatson
2013b; Maritz 2006). Using a single aggregate measure in EO may lead to a loss of
accuracy (Sundqvist et al. 2012). Instead, a multidimensional perspective has the
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advantage of allowing all dimensions of EO to vary independently and enables
understanding of the individual influence of each EO dimension on performance
(Lechner and Gudmundsson 2014). In fact, although all dimensions of EO may be
beneficial, not all entrepreneurial efforts may enhance performance (Arshad et al.
2014; Hughes and Morgan 2007) or positively affect business outcomes (Boso,
Oghazi, and Hultman 2017) in the specific context of franchising.

While performance in franchising mutually depends on both franchisor and
franchisees, previous studies have focused more on franchisors than on franchi-
sees, and most studies have tended to view the franchising system as a top-down
relationship (Elango and Fried 1997). Yet, there is much to be learned from a
franchisee perspective and from understanding if and how its EO can impact
performance (Marnburg, Larsen, and Ogaard 2004). Therefore, in this research, we
aim to answer the following question:

Does the EO (risk-taking, innovativeness, proactiveness, competitive aggres-
siveness and autonomy) of a franchisee improve its performance?

In this study,we collected data from 183 franchisees fromadeveloped country,
Sweden, and an emerging market, Iran, in fast food restaurants. Two heteroge-
neous countries were selected to strengthen the findings of our research and
enhance its generalizability (Davidsson 2016; Riley, Scarpi, and Manaresi 2009).
The multi-country sample increases confidence in the robustness of hypothesized
relationships (Spicer and Bailey 2007).

This research makes several contributions to the EO and franchising literature
in the service industry and offers critical insight to franchisor managers. First, our
study investigates the EO-franchisee performance relationship from the multidi-
mensional perspective of EO. Second, since previous franchising studies have
mainly focused on franchisors rather than on franchisees (Combs et al. 2011a; Khan
Muhammad 2013), our study extends this body of literature by investigating the
role of EO in franchising. As the third contribution, because of the necessity of
generalizability of franchising studies across countries (Combs et al. 2011a), we
attempt to address cross-country validity of the EO scale (Runyan et al. 2012) in
fast-food franchising.

2 Literature Review

2.1 Performance in Franchising

Performance in the franchising system has been studied from two different per-
spectives. First, some researchers have highlighted factors impacting franchisor
performance or the franchising system as a whole (e.g., Calderon-Monge and
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Pastor-Sanz 2017; Chaudey and Fadairo 2010; Combs, Ketchen, and Hoover 2004;
Ghantous, Das, and Chameroy 2018; Herz et al. 2016; Lee et al. 2015; Madanoglu,
Lee, and Castrogiovanni 2011). At the system level, researchers have studied the
impact of factors such as differentmanagement style (Peris-Ortiz,Willoughby, and
Rueda-Armengot 2012), relational factors such as trust, satisfaction, and conflict
(Calderon-Monge and Pastor-Sanz 2017; Ghantous, Das, and Chameroy 2018; Herz
et al. 2016), contractual design (Chaudey and Fadairo 2010) or knowledge
complexity (Minguela-Rata, Lopez-Sanchez, and Rodriguez-Benavides 2009) on
system performance. Second, other scholars have focused on the franchisee
performance and have shed light on factors that can improve franchisee perfor-
mance (e.g., Calderón-Monge, Huerta-Zavala, and Ayup-González 2019; Chien
2014; Dada, Watson, and Kirby 2012; Maritz 2006) which is the focus of this
research. Factors impacting performance at the franchisee level can be classified
into three groups. In the first category are those studies that have attempted to
identify franchisor-related factors such as brand, provided services and system
profitability that can impact on franchisee performance (e.g., Chiou and Droge
2015). In the second category are studies that have focused on relational factors
such as trust, conflict, satisfaction and contract that might impact on franchisee
performance (Brown and Dev 1997; Chiou and Droge 2015; Matthes and Saini 2012;
Zhang, Feng, and Zhou 2011). Finally, several researchers have examined the
franchisee-related aspects and have shed light on factors that might help fran-
chisees to improve their performance (Felício et al. 2014; Merrilees and Frazer
2006). For example, Felício et al. (2014) show that the performance of franchisees
is positively and strongly influenced by franchisee-based brand equity. Matthes
and Saini (2012) have demonstrated that a franchisee’s marketing commitment
improves franchisee performance. In this research, we focus on this third category
and investigate the impact of different dimensions of franchisees’ EO on franchisee
performance.

EO has been studied in franchisees previously (Calderón-Monge, Huerta-
Zavala, and Ayup-González 2019; Croonen, Brand, and Huizingh 2016; Dada,
Watson, and Kirby 2012; Maritz 2006; Merrilees and Frazer 2006). In a study by
Merrilees and Frazer (2006), major contrasts have been identified between high
and average franchisee performers; they reveal that entrepreneurial franchisees
may have superior marketing and management systems that are not easily iden-
tifiable. Despite these studies including EO in their research, most of them have
focused on factors impacting EO in franchisees, and investigating the impact of EO
on franchisee performance has been very limited. Dada, Watson and Kirby (2012),
for instance, by conducting qualitative research and using evidence frommultiple
case studies of UK-based franchisees, found that maximization of entrepreneurial
behavior can impact outcomes such as business growth and market leadership.
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Maritz (2006) compared the entrepreneurial orientation within a franchise system
in Australia and New Zealand, and found that entrepreneurial orientation is crit-
ical to the survival and growth of organizations, notwithstanding the importance
of economic advantage to prosperity. Chien (2014) studied 99 franchisees in
Taiwan, and by taking a unidimensional perspective of EO, revealed that EO
directly affects franchisee performance. Since the impact of different dimensions of
EO on franchisee performance has not yet been examined, in this research we
attempt to bridge this gap.

2.2 Entrepreneurial Orientation

The concept of entrepreneurial orientation was first coined by Miller (1983). He
defined entrepreneurial companies as “those that are geared towards innovation
in the product-market field by carrying out risky initiatives, and which are the first
to develop innovations in a proactive way in an attempt to defeat their competi-
tors” (Miller 1983, p. 771). Based on this definition, he proposed that EO consists of
three dimensions of innovativeness, risk-taking and proactiveness. Over the years,
two additional dimensions of competitive aggressiveness and autonomywere also
identified as indicators of EO (Lumpkin and Dess 1996). Lumpkin and Dess (1996)
explain that firms that are entrepreneurially oriented are willing to perform
autonomously, tend to innovate and take risks, and have a propensity to be
aggressive toward rivals and proactive in response to opportunities.

There has not been consensus on the dimensionality of EO. While some
scholars have revealed the inter-correlation between dimensions of EO and have
considered it as a unidimensional construct (Bhuian, Menguc, and Bell 2005;
Knight 1997; Richard et al. 2004; Tan and Tan 2005; Wiklund and Shepherd 2003),
others have provided a different perspective. They have explored the indepen-
dence of these dimensions from each other and have confirmed that a company
might possess any of them independently (Casillas and Moreno 2010; Covin,
Green, and Slevin 2006; Lumpkin and Dess 2001; Lyon, Lumpkin, and Dess 2000;
Wiklund and Shepherd 2005). As a result, they have suggested that each dimen-
sion of EOmight have a different impact on firm performance (McKenny et al. 2018;
Stetz et al. 2000). Following Lumpkin and Dess (1996), we also conceptualize EO
with thefive dimensions of risk-taking, innovativeness, proactiveness, competitive
aggressiveness, and autonomy (Rauch et al. 2009).
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2.3 Theoretical Background

We study the EO in franchising by drawing on the resource-based view (RBV). The
RBV helps to understand themechanism throughwhich resources and capabilities
enable firms to achieve a sustained, superior performance. In fact, many scholars
(Brouthers, Nakos, and Dimitratos 2015; Wiklund and Shepherd 2003; Zhao et al.
2011) have built their arguments upon the RBV (Barney 1991) to elaborate on the
benefits of EO. According to this theoretical perspective, resources and capabilities
that are valuable, rare, inimitable and non-substitutable (VRIN) enable firms to
deploy them in an appropriate market environment (Boso et al. 2013) and achieve
sustained competitive advantage (Barney 1991). Resources can be “assets, capa-
bilities, organizational processes, firm attributes, information, knowledge, etc.”
(Barney 1991, p. 101). ‘Capabilities’ are related to managerial processes that sup-
port better utilization of resources (Brouthers, Nakos, and Dimitratos 2015;
Eisenhardt and Martin 2000).

Built upon this theoretical perspective, EO is viewed as the type of organizational
capability that enables VRIN resources to be fully exploited, and allows advantage to
be taken from such key resources (Wiklund and Shepherd 2003). EO as a capability
can help firms to organize resources, and can affect the feasibility of exploiting the
competitive potential of a firm’s resources and competencies (Wiklund and Shepherd
2003). A capability such as EO (Bucktowar, Kocak, and Padachi 2015) enables com-
panies to discover and exploit opportunities (Ibrahim and Mahmood 2016), and
achieve competitive advantage (Brouthers, Nakos, andDimitratos 2015; Gupta, Dutta,
and Chen 2014). EO in a firm supports the development of new ideas to produce new
products, and allows firms to use the same resources differently to produce hetero-
geneous outputs, and consequently increase a firm’s competitive performance
(Bucktowar, Kocak, and Padachi 2015). Built upon this theoretical perspective, in the
hypotheses below we elaborate on how each dimension of EO (risk taking, innova-
tiveness, proactiveness, competitive aggressiveness, and autonomy) can act as a
capability that improves franchisee performance.

3 Hypotheses Development

3.1 Risk-Taking and Franchisee Performance

We posit that risk-taking is a capability that improves franchisee performance.
Risk-taking denotes a firm’s willingness to employ resources for activities and
strategies where the outcomes might be unknown or unexpected, or the cost of
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failure high (Walter, Auer, and Ritter 2006). In particular, willingness to take risks
contributes to firms’ desire to develop and deploy new ideas to deliver a product
(Jambulingam, Kathuria, and Doucette 2005) which can then enhance its perfor-
mance (Eisenhardt 1989). Prior research has also corroborated that when man-
agers allocate substantial resources to projects with higher levels of risk, they will
have more commitment to gain positive outcomes (Shan, Song, and Ju 2016; Yang
and Ju 2017). Commitment of top managers has also been identified as a capability
that can improve firm performance (Amir and Chaudhry 2019).

Although doing business under a franchise system reduces risk, it never
completely eliminates the risk for franchisees. Franchisees have to take some
levels of risk for functions beyond the franchise’s routine (Ketchen, Short, and
Combs 2011). Every franchised outlet has to deal with unique challenges thatmight
create unique risks for them (Dada,Watson, and Kirby 2012). Franchisees, as those
responsible for outlet performance, are facedwith risks associatedwith identifying
new markets and developing new activities in their markets (Kaufmann and Dant
1999). Thus, franchisees devote their resources to the development of localmarkets
that are uncertain (Kaufmann and Dant 1999). Even so, the franchisor, due to the
franchisees’ local expertise and information, usually asks them to develop mar-
keting programs (Kaufmann and Dant 1999). Franchisees may also engage in risk
by trying out franchisor’s new untested products or business systems on a new
local market (Kaufmann and Dant 1999; Wiklund and Shepherd 2005), which
might lead to uncertain outcomes (Kaufmann and Dant 1999).

Prior studies have corroborated that risk-taking can improve firm performance
(Casillas andMoreno 2010;GibbandHaar 2010;Okangi 2019;WangandYen2012). For
example, Gibb and Haar (2010) found that New Zealand firms that engage in higher
levels of risks can earn better financial rewards. Similarly, the positive association
between risk-taking and firm performance was corroborated in the context of
Taiwanese firms (Wang and Yen 2012). In fact, those companies that have taken the
risk of allocating more resources to projects with potentially higher risks have been
able to benefit from higher outcomes (Basco, Hernández-Perlines, and Rodríguez-
García 2020; Casillas and Moreno 2010; Eggers et al. 2020; Okangi 2019). The will-
ingness to take a risk can provoke a firm to be active and challenge inertia (Li, Huang,
and Tsai 2009), while being risk-averse might disorder the performance, particularly
in a changing environment. Although committing resources to an uncertain project
may involve some risks, studies have demonstrated that the franchisees’ desire to
tolerate risks in taking advantage of entrepreneurial opportunities generates high
returns in the long-term (Dada, Watson, and Kirby 2012). Therefore, we suggest:

H1: The franchisee’s risk-taking enhances franchisee’s performance.
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3.2 Innovativeness and Franchisee Performance

In this section, we first define innovativeness and explain how innovativeness as a
capability can improve a firm’s performance. The innovativeness dimension of EO
refers to a top manager’s willingness to embrace novel ideas and employ inno-
vative solutions when facing challenges. Innovativeness fosters creativity through
the introduction of new services and processes (Merrilees and Frazer 2006). This is
a reflection of a firm’s ability to face new opportunities, and emphasizes a firm’s
capability of exploring new possibilities (Rigtering et al. 2014). Developing a new
process or providing new services generates competitive advantage for firms (Hult,
Hurley, andKnight 2004)which can then enhance afirm’s performance (Bello et al.
2016; Hult, Hurley, and Knight 2004). Innovative capabilities help firms to explore
new ideas, and search for new ways to solve problems (Brouthers, Nakos, and
Dimitratos 2015). Innovativeness also improves afirm’s position in the localmarket
and improves the quality of their products and services (Okangi 2019) which can
increase their sales (Exposito and Sanchis-Llopis 2018).

In the context of franchising, innovation is primarily under the control of the
franchisor (Maritz 2006). It is usually the franchisor that innovates brands, prod-
ucts, business systems and processes (Ketchen, Short, and Combs 2011). However,
after the introduction of a new franchisor’s product or concept, franchisees can still
engage in innovative behaviors (Flint-Hartle and de Bruin 2011). Franchisors
usually standardize the core components and allow franchisees to develop the
capability to adapt their product/service to local market needs (Flint-Hartle and de
Bruin 2011) which can improve profitability (Brouthers, O’Donnell, and Keig 2013).
Information about the market and the development of new information and
knowledge is the core of innovation (Combs et al. 2011a). In the context of fran-
chising, it is franchisees that have knowledge about their local markets where they
are doing business (Seawright et al. 2013). Franchisees can scan the environment
and recognize the needs and demands of external players which have been proved
to play a critical role in innovation (Miller and Friesen 1982). Therefore, in order to
improve franchisees’performance, franchisees should be innovative by employing
their local knowledge and responding to local needs of customers (Dada, Watson,
and Kirby 2012). Commitment to innovative services or processes enables firms to
renew their operations and improve their profitability (Lumpkin and Dess 1996).
Innovative competences are rooted in context and cannot be easily imitated in the
company; hence they are viewed as a source of competitive advantage (Li, Huang,
and Tsai 2009). Accordingly, we hypothesize the following:

H2: The franchisee’s innovativeness improves franchisee’s performance.
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3.3 Proactiveness and Franchisee Performance

Proactiveness refers to the firm’s capability to recognize opportunities and predict
the customer and market’s future needs sooner than its competitors (Brouthers,
Nakos, and Dimitratos 2015; Rauch et al. 2009). Proactive firms scan and monitor
the trends, and by focusing on current problems and anticipating future changes
strive to effectively identify opportunities (Dess and Lumpkin 2005). Anticipation
of direction of market needs then enables proactive firms to equip themselves with
the required resources and capabilities that might be needed to respond and seize
opportunities (Kreiser, Marino, andWeaver 2002; Lumpkin and Dess 1996; Okangi
2019) which can improve firm performance (Miocevic and Morgan 2018; Zaefarian
et al. 2020). Proactiveness also brings brand recognition, enhances a firm’s market
share, and helps the firm to change the nature of competition in the industry and
shape the direction of the market environment in the long term (Rigtering et al.
2014). Proactive firms are thus first movers (Lechner and Gudmundsson 2014;
Lumpkin and Dess 1996) that can benefit from their advantages by acting upon
opportunities, introducing and selling new products and consequently improving
their performance (Becherer and Maurer 1999; Casillas and Moreno 2010; Crant
1995; Lumpkin and Dess 1996).

Taking the initiative by anticipating and pursuing new business opportunities
enables firms to gain a strong competitive lead (Wiklund and Shepherd 2005) and
securefirst-mover advantage (Nadkarni, Chen, andChen 2016). Proactivefirmswill
also be able to target premiummarket segments (Arshad et al. 2014), improve their
competitive position, and eventually enhance their performance (Dess and
Lumpkin 2005). Moreover, a forward-looking perspective will also help the firm to
change the nature of competition in the industry (Dess and Lumpkin 2005) and
shape the direction of the market environment in the long term (Hughes and
Morgan 2007). Similarly, in the context of franchising, a forward-looking
perspective enables firms to explore opportunities; in doing so, proactiveness
helps franchisees to be the first in the local market with new products and services
and keeps the outlet a step ahead of less responsive competitors (Dai et al. 2014).

Doing business in local markets allows franchisees to learn about changes in
the domestic market environment as well as customer preferences. Being knowl-
edgeable about current and future customer preferences then enables firms to
proactively identify opportunities and initiate actions against competitors (Ven-
katraman 1989). Franchisees can then not only respond to these needs as much as
their franchising system allows but they can also inform the franchisor about the
potential opportunities, allowing them to take appropriate actions accordingly
(Watson et al. 2017). It has also been corroborated that franchisees’ proactiveness
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increases their receptiveness to market signals and awareness of customers’ needs
(Jambulingam, Kathuria, and Doucette 2005) which can consequently contribute
to better firm performance (Dada andWatson 2013b). Accordingly, we hypothesize
the following:

H3: The franchisee’s proactiveness improves franchisee’s performance.

3.4 Competitive Aggressiveness and Franchisee Performance

Entrepreneurs who run a small business need to compete intensively and establish
power relative to competitors (Lumpkin and Dess 1996). Competitive aggressive-
ness as a dimension of EO can also be a capability that refers to the intensity with
which a firm directly challenges competitors to outperform rivals and improve its
position (Jambulingam, Kathuria, and Doucette 2005; Lumpkin and Dess 1996). It
establishes the ability of firms to take a strong combative position or aggressively
respond to competitive threats (Jambulingam, Kathuria, and Doucette 2005;
Lumpkin and Dess 2001; Rauch et al. 2009).

Several studies have shown a positive effect of competitive aggressiveness on
firm performance in other contexts (Andrevski et al. 2010; Chen, Lin, and Michel
2010; Lumpkin and Dess 2001; Nadkarni, Chen, and Chen 2016). Ferrier (2001)
reports that firms that undertake more actions and respond to competitive chal-
lenges more quickly experience better performance. Competitive aggressiveness
not only makes it hard for competitors to predict the firm’s future actions; it also
undermines competitors (Hughes and Morgan 2007; Lumpkin and Dess 2001).
Given their competitors’ strengths and weaknesses, firms with competitive
aggressivenesswill constantly exploitmarket information anduse unconventional
surprise tactics to improve their performance (Rigtering et al. 2014). A strong,
competitively aggressive stance gives a firm the ability to be a decisive player in the
market and act forcefully to secure or improve its position (Lumpkin and Dess
1996). It also helps firms to take new, competitive action ahead of rivals through
intensive learning and acquiring real-time information (Andrevski and Ferrier
2019). However, competitors can quickly neutralize the effect of each individual
action by an aggressive series of competitive actions and by quickly launching new
actions help firms outcompete rivals and benefit from a competitive advantage
(Andrevski and Ferrier 2019) and consequently better firm performance.

Similarly, as the RBV suggests (Barney 1991), development of competitive
aggressiveness capability in franchisees can give them competitive advantages
and help them to improve their performance. Franchisees do their business in
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different local markets and each outlet should be able to compete with local
competitors and respond to their strategies. Therefore, competitive aggressiveness
enables the franchisees to make quick decisions and aggressively compete by
implementing strategies (Richard et al. 2004). Firms with a competitive aggressive
orientation also spend more aggressively on marketing, product service, and
quality, to respond to competitive threats (Lumpkin and Dess 1996). Franchisees’
competitive aggressiveness helps the system to continually evaluate local com-
petitors and design their strategies in a way to be more successful (Watson et al.
2017). Thus, through taking an aggressive posture, firms will be able to preserve
and improve their performance (Paik and Choi 2007). Based on the above argu-
ments, we propose that:

H4: The franchisee’s competitive aggressiveness improves franchisee’s performance.

3.5 Autonomy and Franchisee Performance

Built upon the RBV (Barney 1991), we also posit that the autonomydimension of EO
can be considered as a capability which can contribute to a better firm perfor-
mance. Autonomy is defined as a firm’s ability and willingness to undertake an
independent entrepreneurial action in pursuit of market opportunities (Rauch et
al. 2009). This is related to a firmmaking quick and self-reliant decisions in dealing
with challenges (Sanghavi 1998). Development of autonomy in an organization
encourages employees to develop new ideas and seize opportunities which are
necessary for an entrepreneurial firm (Lumpkin and Dess 1996). In addition, pur-
suit of autonomy allows employees to be flexible and be able to proactively
respond to the environmental changes which can contribute to a better firm per-
formance (Hughes and Morgan 2007). It helps firms acquire information and react
in a timely manner to match innovative services with customers’ needs which can
then bring enhanced performance (Yang and Ju 2017). Zheng, Parboteeah and
Lumpkin (2019) also show that in a dynamic environment, autonomy allows
managers to better exploit opportunities which will improve their firm
performance.

In the context of franchising, franchisees are given some degrees of autonomy
that encourage entrepreneurial behaviors in their business unit (Watson et al.
2017) which enable them to take advantage of opportunities (Dada, Watson, and
Kirby 2012). Dependency and autonomy are the key challenges in a franchisee-
franchisor relationship (Paik and Choi 2007). In spite of the dependency of a
franchisee on a franchisor, as independent small business owners, franchisees still
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have a quest for autonomy to carry out their own decisions and apply their
experience and knowledge in their outlets (Paik and Choi 2007).

Cochet, Dormann and Ehrmann (2008) suggest that franchisors need to grant
autonomy to franchisees. Similarly, built upon the stewardship perspective,
Watson et al. (2017) argue that delegating autonomy to franchisees will lead to
positive outcomes. Firms, as product champions, should have the autonomy to
move beyond the usual organizational lines of authority, carry out new ideas
(Lumpkin and Dess 1996) and develop new products (Jambulingam, Kathuria, and
Doucette 2005), which can give them first-mover advantage (Barney 1991). Con-
strained franchisees will most likely fail in undertaking the required actions when
problems occur in local markets or when the firm needs to respond quickly to
environmental change (Dant and Gundlach 1999). Autonomy helps franchisees in
the ‘creation of new strategies and new solutions to existing problems’ (Phan,
Butler, and Lee 1996, p. 382). Autonomous franchisees engage more in entrepre-
neurial behavior (Croonen, Brand, and Huizingh 2016) and their entrepreneurial
efforts are likely to be beneficial (Dada and Watson 2013a). Pursuit of autonomy
also enhances performance by making firms quicker and more flexible (Kall-
muenzer and Peters 2018). Therefore, it is proposed that:

H5: The franchisee’s autonomy improves franchisee’s performance.

A summary of all the hypotheses is shown in Figure 1.

Risk-taking

Innovativeness

Proactiveness

Competitive 

aggressiveness

Autonomy

Franchisee’s 

performance

H1

H2

H3

H4

H5

Figure 1: Conceptual model.
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4 Methodology

4.1 Data Collection

Given the dominance of the franchising system in the restaurant industry section
(Ozdemir 2017; Song 2019), in this study we focus on the fast-food section in the
restaurant industry. Data was collected from a single industry to control for
industry-specific factors that might affect the firms’ conditions (Michael and
Combs 2008).

Whilemost of the previous studies in EO and franchising have been carried out
in developed countries, developing countries and emergingmarkets have received
less attention (Runyan et al. 2012). We followedDavidsson (2016) recommendation
for replication of prior research about EO in the franchising context and conducted
this research in two distinct countries: Sweden and Iran.

Sweden, as a developed country, had a gross domestic product (GDP) of 538
billion USD in 2017. According to the HUI1 research, in 2014 Sweden hadmore than
680 franchising systems with more than 30,000 franchised outlets, and less than
9% of them were in the hotel and restaurant section2 (HUI 2015). Swedish fran-
chised outlets have an approximately 227 billion SEK (about 30 billion USD)
turnover.

Iran is the second-largest economy in the Middle East and North Africa region
after Saudi Arabia, with a GDP of 439 billion USD in 2017. It also has the second-
largest population of the region after Egypt, with 78.8 million people in 2015
(Nadler and Kani 2017). It is estimated that 20,000 fast food establishments are
operating in Iran, predominately in Tehran. Franchising is a relatively new busi-
ness concept in Iran but has been increasingly expanding into the restaurant
industry (Mahdiani 2014). Like other countries, fast food and business services
account for the major part of franchising in Iran (Babakhani et al. 2016).

We gathered data from franchisees in Sweden and Iran from May to July 2014.
The primarymeans of data collection involved amailed questionnaire. The survey,
originally developed in English, was translated into Persian and Swedish and then
back-translated into English to avoid translation errors and to make sure that the
intended meanings of the questions were maintained (Hong, Yang, and Dobrzy-
kowski 2014).

To create a dataset of the population of franchisees in Sweden and Iran, first a
variety of publicly available databases including franchising associations in
Sweden were used to find the franchising system in the fast food industry. Since

1 Handelns Utredningsinstitut.
2 Including all gas stations, the postal services and car dealers, and other sections.
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there are no formal statistics about the franchise system in Iran, we startedwith the
most well-known franchise systems and then used snowball techniques to find
other franchise systems (Altinay, Brookes, and Aktas 2013). This technique is quite
common in less developed countrieswhere a comprehensive dataset does not exist
(Altinay, Brookes, and Aktas 2013). We also completed our dataset by carrying out
some web searches to identify less well-known franchise systems. This resulted in
an initial population of 473 Swedish and 376 Iranian franchisees. The question-
naire wasmailed to the franchisees in Swedenwith a covering letter explaining the
research project. Following two reminders after three and six weeks, a total of 63
usable questionnaires were received, comprising a response rate of 13.4% in
Sweden. We collected data in Iran through a questionnaire administered on-site
due to the advantages of face-to-face interviews (Mitchell et al. 2016). Trained
interviewers in Iran collected questionnaires from all franchisees of a randomly
selected sample from the population. We selected a sample of the population
because of the time and budget limitations. Data was collected from 128 franchi-
sees, 8 ofwhichwere eliminated in the data cleaning process, leading to 120 usable
questionnaires. In total, 183 usable questionnaires were used, resulting in a total
response rate of 22.2%. The response rate compares favorably with prior studies on
franchise systems such as Chien (2014), and Huang, Phau and Chen (2007). In
this study, the franchisees were asked to answer the questionnaire using key
informants (Dada and Watson 2013b) who were able to provide the required in-
formation about the franchised outlet.

4.2 Variables and Measures

Allmeasureswere adopted fromprevious studies, and all constructswere assessed
using a seven-point Likert-type scale. One of the major challenges in franchising
research relates to the financial implications and knowing the franchisees’ per-
formance data (Combs et al. 2011a; Huang, Phau, and Chen 2007). Prior studies
have corroborated that there is a strong correlation between objective and sub-
jective performance indicators (Gorovaia and Windsperger 2013), therefore in this
research we employed subjective measures. Also, as is indicated by Rauch et al.
(2009:77), “self-perceived performance measures clearly dominate EO research”.
Therefore, performance was measured as suggested by Dada and Watson (2013b)
(see Appendix 1 for the list of all items).

For EO, we focused on its dimensions of risk-taking, innovativeness, proac-
tiveness, autonomy, and competitive aggressiveness. Questions for measuring
these constructswere adapted fromHughes andMorgan (2007), Lumpkin andDess
(2001), and Eggers, Hansen and Davis (2012) (see Appendix 1).
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In this study, we have controlled several variables due to their impact on
franchisee performance. The type of industry may impact the franchisee’s per-
formance. Therefore, consistent with prior research (Dada and Watson 2013b),
industry was controlled for by focusing on only one industry, the fast-food
industry. Number of franchisee outlets (Clarkin and Rosa 2005), franchisees’
business age, and franchise owners’ education level (Lechner and Gudmundsson
2014) are also among those influential factors that were controlled for in the study.
The number of outlets refers to the number of outlets that franchisees own or
manage. Prior research has revealed that the number of outlets positively impacts
performance (Clarkin and Rosa 2005). Business age, which refers to the number of
years that franchisees have been active in their franchising system, has also been
shown to be important for performance (Lechner and Gudmundsson 2014). Edu-
cation level in the study was measured as the number of years of study (Davidsson
and Honig 2003) and has been proven to positively impact performance. Envi-
ronmental competitiveness has also been shown to negatively impact the perfor-
mance (Kraus et al. 2012), and has been controlled for. The scales for
environmental competitiveness were adopted from Jansen, Bosch and Volberda
(2006) and are measured by the extent to which a unit’s external environment is
characterized by intense competition (see Appendix 1). Finally, since we per-
formed the study in two different countries, we control for the country in our
analysis.

Samples in Iranwere selected by random sampling, and interviewers collected
data face to face from them. Therefore, non-response bias in Iran’s sample is not an
issue in interpreting the findings of the study. In Sweden, using t-tests, a non-
response analysis was conducted by comparing early versus late responses, with
late respondents assumed to be similar to non-respondents (Simsek, Veiga, and
Lubatkin 2007). There were no statistically significant differences (p > 0.1) in the
mean responses for the constructs.

All respondents remained anonymous to reduce evaluation apprehension
(Podsakoff et al. 2003). We also tested for common method bias, as suggested by
Podsakoff et al. (2003). Harman’s single-factor test showed no single factors ac-
counting formost of the variance in these variables (single factor accounted for less
than 33% of the total variance). Moreover, we carried out a confirmatory factor
analysis with Amos 22, and integrated a “latent commonmethod factor” on which
all items were loaded in addition to their substantive construct (Podsakoff et al.
2003). Then, we carried out the chi-square difference test between an uncon-
strainedmodel and amodelwhere all paths from common latent factor to observed
items are constrained to zero. The non-significant chi-square difference shows that
common method bias is not a concern in this study (unconstrained chi-
square = 236, df = 147; fully constrained chi-square = 316, df = 168, p-value >0.1).
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5 Analysis and Results

5.1 Construct Measurement and Analysis

To evaluate the construct measurement, confirmatory factor analysis was per-
formed for each country separately. Items with low factor loadings were sequen-
tially removed, starting from the item with the lowest loading. This resulted in
removing one item from risk-taking and one item from autonomy in each country.
The removed items with the low factor loading were the same items across coun-
tries. After repeating the analysis, the loading factors of all remaining items were
greater than 0.6 in both countries. The CFA model fits were also acceptable (Iran:
χ2/df = 1.73, CFI = 0.927, RMSEA = 0.07; Sweden: χ2/df = 1.50, CFI = 0.91,
RMSEA = 0.09). A key reason for the poorer fit of the model on the Sweden sample
might be related to the small sample size in which the number of observations per
estimated parameter is very low (Antoncic and Hisrich 2001).

Then, we evaluated the construct validity and reliability in each country
separately. Convergent validity in this studywas assessed by examining individual
item loadings and the average variance extracted (AVE). After removing the
items, the loading factor in all remaining items was greater than 0.6 and the AVE
surpassed the recommended threshold of 0.5 for each construct, supporting
convergent validity (seeAppendix 1) (Malhotra andDash 2011).Moreover, since the
intercorrelations between all the pairs of constructs were less than the square root
of the AVE estimates of them, the discriminant validity between each of the two
constructs was not violated (Henseler, Ringle, and Sarstedt 2015). Composite
reliability in all the constructswas alsowell beyond the threshold of 0.7, indicating
their reliability for testing the hypotheses (Hair et al. 2010) (see Table 1).

5.2 Measurement Invariance

Since the study was conducted in two countries, to ensure that the measurements
had an equivalent representation in Sweden and Iran and that the constructs were
cross-nationally invariant (Steenkamp and Baumgartner 1998), a multi-group
confirmatory factor analysis and the chi-square difference test were conducted
(Laukkanen et al. 2013). To test the multigroup invariance test, we first tested the
configural invariance. Following Byrne (2016), without imposing any constraint on
parameters, multigroup model testing for configural invariance revealed an
acceptable fit of the model (χ2/df = 1.55, CFI = 0.923, RMSEA = 0.055). Thus,
configural invariance is achieved in Iran and Sweden.
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Next, to check the metric invariance we tested the multigroup model by
assigning equality constraints on parameters, and the unconstrained model was
compared with the fully constrained model. It reveals the fit of this model to be
consistent with that of the configural model (χ2/df = 1.52, CFI = 0.924,
RMSEA = 0.054). The chi-square difference test between the constrained and
unconstrained model was not significant (Δχ2 = 22, Δ df = 22, p-value = 0.46), and
theΔCFI value (ΔCFI = 0.001) is less than the 0.01 cut-off point proposed by Cheung
and Rensvold (2002), which indicated invariance between the two countries at the
model level.

After ensuring the measurement invariance, we then combined the data and
re-examined the factor loadings and measurement validity and convergent val-
idity, as presented in Appendix 2 and Appendix 1, respectively.

5.3 Path Estimates

After ensuring construct validities and invariant measurement, we aggregated the
data from the two countries and estimated the hypothesized model by using a
Structural Equation Model (SEM) with Amos 22. Table 1 provides the means,
standard deviations, and correlations for the study variables. About 55% of
respondents in Iran and 25% of those in Sweden had a university education.
Regarding gender, 92% of the respondents in Iran were male, compared to 72% of
the respondents in Sweden. Average number of outlets for every franchisee was
1.55 in Iran and 1.66 in Sweden. Franchisee owners in the Iran sample studied
14.6 years and in Sweden franchisee studied 12.63 years. Average business age for
the Iran sample was 4.78 years and for Sweden was 8.4 years. About 80% of the
franchised outlets in Iran and 84.6% of those in Sweden were managed by the
owners themselves.

Table 2 presents the results of the hypothesis testing, along with parameter
estimates, their corresponding t-values, and the fit statistics. As Table 2 shows, we
analyzed the model quality and achieved a reasonably good fit (χ2/df = 1.76,
CFI = 0.922, TLI = 0.9, RMSEA = 0.067).

The results suggest that risk-taking has no effect on franchisees’ performance
in the model. Thus, H1 is rejected. Similarly, H2 is rejected, as the effect of inno-
vativeness on performance is non-significant. Proactiveness has a significant
positive effect on franchisees’ performance, supporting H3. The findings show that
competitive aggressiveness has a significant positive effect on performance, con-
firming H4. Finally, H5 is rejected, as the effect of autonomy on performance is
non-significant. Moreover, as a post hoc analysis we analyzed the EO constructs on
franchisee performance in both countries to see if there were any differences.
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Overall, the results suggest that all the franchisees’ EO dimensions relate to per-
formance in a similar vein in both countries. Country as a control variable, also,
has no effect on franchisees’ performance. Our research also illustrates that the
impacts of number of outlets and level of education of owner of franchisee on
franchisee’s performance are significant (see Figure 2), while the impact of other
control variables such as environmental competitiveness, and franchisee’s busi-
ness age on franchisee performance are not significant (see Figure 2).

6 Discussion and Conclusion

In this research, we endeavored to reveal the impact of EO dimensions on fran-
chisees’ performance, in two different countries, Sweden and Iran. Our findings
illustrate that development of risk-taking, innovativeness and autonomy capa-
bility by a franchisee does not improve franchise’s performance. In fact, it is only
the employment of proactiveness and competitive aggressiveness capabilities that
can help a franchisee to enhance the performance, which will be discussed below.

First, our findings reveal that the risk-taking of franchisees does not impact
their performance which contradicts prior studies in other contexts (Casillas and
Moreno 2010; Gibb and Haar 2010; Okangi 2019; Wang and Yen 2012). Our con-
tradictory result might be because of the lower significance of risk-taking

Table : Path estimate at the model level.

Path direct effect

Control variables Std. estimate CR

Education level → performance . .
Number of outlets → performance . .
Business age → performance −. −.
Country → performance . .
Environmental competitiveness → performance −. −.

Hypotheses
H Risk-taking → performance −. −.
H Innovativeness → performance −. −.
H Proactiveness → performance . .
H Competitive aggressiveness → performance . .
H Autonomy→ performance . .

χ/df = ., CFI = .,
RMSEA = .,

SRMR = .
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capability of franchisees. While the creation of a new venture might require
development of risk-taking capability (Su, Xie, and Li 2011), in the context of
franchising, franchisor takes the majority of risks. In fact, when a franchisee is
developing a franchised system in a local market, the amount of risk involved
might be relatively lower compared to starting a new business idea (Ketchen,
Short, and Combs 2011). Prior research has also shown that franchisees go after a
‘franchised outlet’ rather than starting a totally ‘newbusiness’because of the lower
ambiguity and risk involved in these types of businesses (Ribeiro and Akehurst
2014). Song (2019) has also shown that local market conditions and geographical
diversity do not increase the amount of risk involved in starting a restaurant.

In this research, we also show that innovativeness does not impact franchisee
performance, which is not aligned with prior studies (Bello et al. 2016; Hult,
Hurley, and Knight 2004; Kallmuenzer and Peters 2018). Our results can be
explained by considering two factors. First, innovation comes in several forms, and
can be viewed along a continuum, ranging fromminor adjustments in newproduct
lines or advertising, to the introduction of the latest new products or radical
technological advances (Arshad et al. 2014). Innovation in hospitality such as the
fast-food industry is incremental in nature, which refers to increased productivity,
quality improvements or training of staff (Pikkemaat and Peters 2006). In fact, it is
different from radical innovations that happen in other industries such as

Business age

Standard coefficient for combined data. 

ns: not significant,  *p <0.05, **p < 0.01

H1: -.06ns

H2: -.06ns

H3: .34**

H4: .36**

H5: .1 ns

Risk-taking

Innovativeness

Proactiveness

Competitive 

aggressiveness

Autonomy

Franchisee’s 

performance

Environmental 

competitiveness Number of 

outlets

Education level

-.1ns
.13*

.01ns

.15*

0.1 ns

Country

Figure 2: Empirical model.
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manufacturing (Pikkemaat and Peters 2006). Second, innovation capability in a
franchise system is primarily developed and controlled by franchisors (Maritz
2006). Although franchisors need to exploit franchisee innovation, they still
endeavor to maintain system control and uniformity (Dada, Watson, and Kirby
2012). Therefore, franchiseesmight be allowed to engage in less pivotal innovation
which might be the reason that their innovativeness does not improve their
performance.

Autonomy is one of the most challenging issues in franchising (Gilbert and
Sutherland 2013). Despite a franchisor’s desire to standardize and control every-
thing throughout the system, franchisees who have paid money for the business
like to be autonomous and apply their ideas to the business (Dant and Gundlach
1999). However, a franchising system makes the franchisees more conservative in
executing their own ideas. We argue that in a franchising context within a highly
standardized system, the franchisee must first consult with the franchisor, and
then implement their ideas. In fact, franchisees’ autonomy in a franchise system is
controlled by the franchisor, and since franchisors set the rules for all franchisees,
the franchisee’s capability for autonomy has not improved franchise performance.

Consistent with previous studies in the entrepreneurship literature (Dai et al.
2014; Hughes and Morgan 2007; Kreiser et al. 2013; Lumpkin and Dess 1997), this
research reveals that higher proactiveness in the franchised outlet improves its
performance. In the fast-food industry, customers’ preferences constantly change
(Paik and Choi 2007). Therefore, development of a proactive capability enables
franchisees to anticipate and identify new trends, and introduce new services and
marketing ahead of competitors (Dai et al. 2014). By taking advantage of emerging
opportunities sooner than others, a proactive firm will be placed in a favorable
position within the market (Kreiser et al. 2013; Lumpkin and Dess 2001) which can
improve its performance. It should be noted that our results contradict the findings
of some scholars such as Kraus (2013) who found that being proactive does not
seem to affect the performance of service firms.

Consistent with previous literature in other contexts (Ferrier 2001; Nadkarni,
Chen, and Chen 2016), the findings in this study show that development of
competitive aggressiveness capability in franchisees improves their performance.
Yet, the findings are in contrast with the research of Derfus et al. (2008) which
indicate that aggressive competitive activity ultimately has a negative impact on
performance. In a restaurant business, as one of the most competitive industries
(Vukasovič 2012), franchisees are responsible for their performance (Cox and
Mason 2007), and those with the propensity to act aggressively towards rivals can
improve their performance (DiVito and Bohnsack 2017). Those franchisees who
continuously assess competitors and exploitmarket informationwill be better able
to use creative tactics to compete with rivals (Kaufmann and Eroglu 1999). They

Fast-Food Franchisees Pursue Entrepreneurial Orientation 21



will also target their rivals’ weaknesses, and through undermining their compet-
itors’ abilities, improve their own performance. Development of competitive
aggressiveness capability will also enable the franchisee to outperform their rivals
through the ability to redefine the service, and improve their marketplace position
(Li, Huang, and Tsai 2009; Lumpkin and Dess 2001).

In conclusion, in line with the franchising literature that suggests core ele-
ments in the business format franchising should be standardized and peripheral
elements should be adapted (Kaufmann and Eroglu 1999), our findings show that
engagement in only some dimensions of EO is beneficial for franchisees. In other
words, supporting franchisees in developing the capability of taking risks, inno-
vativeness and autonomy might be related to the core elements which are beyond
the franchisees’ authorization, and they do not pay off and improve franchisees’
performance. However, allowing franchisees to adapt their strategies that are
related to being proactive, and learning the local customer needs as well as being
aggressive and challenging local competitors, would be more related to the
peripheral elements and significantly impact franchisees’ performance.

Our results thus complement the existing understanding about the impact of
risk-taking, innovativeness, proactiveness, competitive aggressiveness and
autonomous decisionmaking on firmperformance (Dada,Watson, andKirby 2012;
Hughes and Morgan 2007; Kallmuenzer, Strobl, and Peters 2018; Lumpkin and
Dess 2001). Specifically, our research illustrates that specific attention should be
paid to the context. It shows that in the context of franchising, the strategic
functions of the entrepreneur (risk-taking, innovativeness and autonomy) are
mainly concentrated in the hands of the franchisor. In fact, franchisees’ profits are
mainly generated by applying the standardized franchise concept to the local
market and using their local market knowledge advantage for developing their
proactiveness and competitive aggressiveness to enhance their performance.

Our research also demonstrates that the influence of EO on performance in
franchised outlets is not simple, and that employing EO as a unidimensional
construct may be misleading. Our findings thus support those studies that argue
all dimensions of EO tend to vary independently (Lumpkin andDess 2001; Rauch et
al. 2009), and their effects on performance differ and are context-dependent
(Stambaugh et al. 2017).

TheRBV suggests that by leveraging their idiosyncratic bundles of resources and
capabilities, firms can achieve competitive advantage and better firm performance
(e.g., Barney 1991; Lisboa, Skarmeas, and Lages 2011). While many studies have
examined the roleof EOand its dimensions as a strategic capability inenhancingfirm
performance (e.g., Basco, Hernández-Perlines, and Rodríguez-García 2020; Chen, Li,
and Evans 2012; Lim and Kim 2019; Lisboa, Skarmeas, and Lages 2011; Richard, Wu,
andChadwick 2009;YoonandSolomon 2017), our results illustrate that this isnot the
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case in the context of franchisees. In fact, development of risk-taking, innovativeness
and autonomy capabilities does not improve franchisee performance. As elaborated
on before, risk-taking and starting a new business from scratch, innovativeness and
being able to introduce totally new products, and being autonomous in recognizing
and seizing newopportunities lies in the realm of franchisors, and only possession of
these capabilities by franchisors can contribute to a better performance (Dada,
Watson, and Kirby 2012; Maritz 2006; Song 2019). Since in franchising, standardized
systems might be given to franchisees, it is only development of franchisees’ pro-
activeness in localmarkets and competitive aggressiveness in response to local rivals
that can improve their performance.

In this research, we also contribute to the franchising literature by taking a
bottom-up perspective and studying the franchising system from the franchisees’
point of view. Moreover, due to the calls for multi-country research in EO (Runyan
et al. 2012) and franchising research (Combs et al. 2011a), and the necessity of
replication and generalization of the result (Davidsson 2016), we carried out the
study in two different countries to strengthen the generalizability of the study’s
main findings (Kreiser et al. 2010).

6.1 Managerial Implications

In terms of implications, first, we reveal that in order to improve the performance of
franchisees, franchisor managers should encourage franchisees to pursue EO
wisely. Our findings show that although franchisor managers might prefer the
standardization of everything, they can benefit from delegating some authority to
the franchisees in relation to designing some proactive and aggressive strategies.
In fact, they can benefit from consultation with franchisees and exploit their local
knowledge of customers and competitors in developing strategies. However, our
results highlight the importance of pursuing a more standardized approach
regarding strategies related to being innovative, risk-taking, and autonomous. In
fact, the franchisees’ innovativeness, risk-taking and autonomy do not impact
their performance.

This study also reveals that if franchisees want to improve their firm perfor-
mance, they should be aware of future trends in the local market and upcoming
challenges, and be proactive in identifying market opportunities ahead of their
rivals. Similarly, franchisees with higher competitive aggressiveness can enhance
the franchise’s performance by taking bold actions.

By highlighting how franchisees can improve their performance in local
markets, our research also contributes to the growth and enhancement of local
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economies. In addition, by pursuit of a proactive behavior, entrepreneurial fran-
chisees can benefit society by meeting exact local customer needs.

6.2 Limitations and Future Avenues for Research

Limitations of the present study provide several avenues for further research. Since
this study was conducted from the franchisee’s point of view, and data was
collected from franchisees, future studies can be conducted by considering the EO
of both the franchisor and franchisee. Another limitation of this research is
focusing on only franchisees’ performance; consideration of both franchisee and
franchisor (overall) performance might provide a more comprehensive picture of
the impact of EO dimensions of performance at different levels.

Moreover, this study has used franchisees as key informants to answer both
independent and dependent constructs. Although we took several steps to control
the common method bias, it cannot be totally removed. Therefore, future research
can be conducted by asking EO questions of the franchisee and using either
objective financial indicators or asking the franchisors about franchises’ perfor-
mance. The survey research was conducted in the fast-food industry in 2014.
Future studies may extend our findings to other industries and collect more up to
date data. Moreover, given the cross-sectional nature of this study, further longi-
tudinal design might be helpful to examine the hypotheses and corroborate the
impact of EO dimension on performance in the long-term. Although this study was
conducted in two different countries, the number of responses in Sweden was
small. Therefore, future research can be conducted in other countries with a higher
number of responses from each country to further generalize our findings.

Appendix 1

Factor loading

Sweden Iran

Risk taking
People in our outlet are encouraged to take calculated risks with new ideas . .
We, in our outlet, would rather accept a risk to pursue an opportunity than miss it
altogether

. .

Innovativeness
We actively introduce improvements and innovations in our business . .
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(continued)

Factor loading

Sweden Iran

When it comes to problem-solving, we value creative new solutions more than
solutions that rely on conventional wisdom

. .

Our outlet tries to find new ways of advertising, customer relations, distribution
and so on

. .

Proactiveness
We always try to take the initiative in every situation (e.g., against competitors, in
projects and when working with others)

. .

We excel at identifying opportunities . .
We initiate actions to which other businesses respond . .

Competitive aggressiveness
Our business is intensely competitive . .
In general, our business takes a bold or aggressive approach when competing . .
We try to undo and outmaneuver the competition as best as we can rather than to
avoid competitive clashes

. .

Autonomy
We are pursuing business opportunities and make decisions on our own without
constantly referring to the franchisor

. .

We are given authority and responsibility to act alone if we think it is in the best
interests of the business

. .

Performance
Net profit (i.e., sales minus operational costs) . .
Development of sales (i.e., change or growth in the volume of sales) . .
Cash flow (i.e., inflows vs. outflows of money) . .
Growth of the franchised outlet’s value . .

Environmental competitiveness
Competition in our local market is intense . .
Our organizational unit has relatively strong competitors . .
Competition in our local market is extremely high . .
Price competition is a hallmark of our local market . .

CFA fit indices in Sweden: (χ/df = ., CFI = ., RMSEA = .). CFA fit indices in Iran: (χ/df = .,
CFI = ., RMSEA = .).
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Appendix 2 Loading factors and convergent
validity of the constructs-aggregated
data.

Aggregated data

Factor
loading

AVE CR

Risk taking
People in our outlet are encouraged to take calculated riskswith new
ideas

. . .

We, in our outlet, would rather accept a risk to pursue an opportunity
than miss it altogether

.

Innovativeness
We actively introduce improvements and innovations in our
business

. . .

When it comes to problem-solving, we value creative new solutions
more than solutions that rely on conventional wisdom

.

Our outlet tries to find new ways of advertising, customer relations,
distribution and so on

.

Proactiveness
We always try to take the initiative in every situation (e.g., against
competitors, in projects and when working with others)

. . .

We excel at identifying opportunities .
We initiate actions to which other businesses respond .

Competitive aggressiveness
Our business is intensely competitive . . .
In general, our business takes a bold or aggressive approach when
competing

.

We try to undo and outmaneuver the competition as best as we can
rather than to avoid competitive clashes

.

Autonomy
We are pursuing business opportunities and make decisions on our
own without constantly referring to the franchisor

. . .

We are given authority and responsibility to act alone if we think it is
in the best interests of the business

.

Performance
Net profit (i.e., sales minus operational costs) . . .
Development of sales (i.e., change or growth in the volume of sales) .
Cash flow (i.e., inflows vs. outflows of money) .
Growth of the franchised outlet’s value .
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