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1. Agency Costs, Search Costs, Transactions Costs, Managerial Limits to Firm Growth and 
New Franchisor Survival 1984-1994  

Scott Shane, Massachusetts Institute of Technology  

Chester Spell, Georgia Institute of Technology 

This study explores the survival of new franchise systems created in the United States 
between 1981 and 1983 over the period 1984-1994. Using longitudinal data, the paper links 
together disparate theories of franchising to argue that new franchisors which minimize 
agency, transaction and search costs, and which quickly build their brand names and 
overcome managerial limits to growth are more likely to survive. In specific, the paper shows 
that new franchisor survival depends on rapid growth of outlets to lower the cost of promoting 
a new system's brand name. By allocating local market activity to franchisees, new franchisors 
can overcome managerial limits to firm growth and establish outlets fast enough to reach 
minimum efficient scale to promote their brand names competitively with established firms. By 
signaling non-opportunistic tendencies and high quality of intangible assets, the new 
franchisor can attract franchisees quickly enough to avoid master franchising, which 
undermines the high powered incentives of franchising.  

2. Franchising Growth in the U.S. Market: Myth and Reality  

Francine Lafontaine, University of Michigan  

Kathryn L. Shaw, Carnegie Mellon University  

This paper discusses franchising growth, and how it is captured by franchisor entry  and exit. 
It shows that business-format franchising in the U.S. has not been growing at the  kind of 
formidable rate that the press often suggests. Rather, while many new firms enter  into 
franchising each year, giving this impression of tremendous growth, many are also  exiting, 
leading to an overall growth at best commensurate with that of the economy. Also,  consistent 
with existing literature, we show that franchisor exits are unrelated to most initial  
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characteristics of the chain as described in major franchisor directories. Given the impact  
franchisor exit must have on franchisee success, it is disconcerting to find so much of it,  and 
have so little capacity to predict it. We suggest that future work on franchisor exit  should 
focus on less easily available data on such things as product offerings, franchisor  support 
capabilities and its principals' human and financial resources to shed more light on  factors 
affecting the success and failure of franchisors. 

3. Franchising as a Growth Strategy in the U.S. Restaurant Industry  

Kabir C. Sen, Lamar University 

 

4. Franchise Growth and Failure in the U.S. and the U.K., A Troubled Dreamworld Revisited  

John Stanworth, University of Westminster, London, England  

David Purdy, University of Westminster, London, England  

Stuart Price, KPMG, London, England  

The literature on franchising has often separated out into two camps. Franchisors and their 
trade organizations have typically been very buoyant concerning the activities and prospects 
of franchising. Academics, for their part, have usually shied away from the more contentious 
debates and, instead, focused their attentions on either pragmatic operational issues or, 
alternatively, conceptual theoretical discourse. This current paper discusses two contentious 
issues, largely overlooked by academics until relatively recently but currently moving centre-
stage. We refer here to the issues of franchise growth and survival rates. The paper examines 
recent research on these issues from both the U.S.A. and the U.K. and concludes that a 
growing body of evidence suggests the need for a radical re-appraisal of the risks and 
challenges associated with franchise system development. 

5. Franchising as a Tool for SME Development in Transitional Economies: The Case of 
Central European Countries  

Nitin Sanghavi, The University of Manchester, London  
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6. Panel Discussion. Franchise Education Programs and Other Initiatives Premier 
FastTrac®; National Franchising Initiative of the Association of Small Business 
Development Centers; Fair Franchising Standards of the American Association of 
Franchisees...  

Moderator: Cheryl R. Babcock, CFE, University of St. Thomas Panelists: Ann Dugan, University of 
Pittsburgh Stuart Monroe, Entrepreneurial Education Foundation Peter Stern,  

NatWest Bank, London  

7. Fast-Food Franchises and Supercenters: A Tale of Two Alliances and Beyond  

Joyce Young, Indiana State University  

Audhesh K. Paswan, University of South Dakota  

John M. Buch, Indiana State University  

Lori Ashby, Indiana State University  

Co-marketing and co-branding agreements are international growing trend in the franchising 
industry. To date, the relational properties these relationships are not well documented in the 
franchising literature. This paper attempts to begin fill this void by the examination of the 
most visible co-marketing alliances: 1) McDonald's/Wal-Mart, and 2) Little Caesars/Kmart.  

8. Franchisees Roaming Across the Field of Paradoxes  

Matti Koiranen, University of Jyväskylä, Finland  

Kimmo Hyrsky, University of Jyväskylä, Finland  
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Mika Tuunanen, University of Jyväskylä, Finland 

 

9. Franchising in the West Meets the East: A Discriminant Approach...  

Skip Swerdlow, University of Nevada-Las Vegas W. Thedore Cummings, University of Nevada-Las 
Vegas  

Dianne H.B. Welsh, Eastern Washington University  

Nicholai Bushmarin, Tver State University, Russia  
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10. Having Your Cake and Eating it Too!  

Wilke English, The University of Mary Hardin-Baylor  

Robert Justis, Louisiana State University 
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11. To Own ... Or ... Not to Own?  

Audhesh K. Paswan, University of South Dakota  

 

12. The Characteristics of Multi-Unit Ownership in Franchising: Evidence from Fast- Food 
Restaurants in Texas  

Artus Kalnins, University of Michigan  

Francine Lafontaine, University of Michigan 

  

13. The International Distribution of Franchises by U.S. Franchisors  

Dixie S. Zietlow, University of Michigan  

Jean-Francois Hennart, University of Illinois- Chicago  
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14. Accounting Profit or Economic Profit: The Impact of Alternative Objectives on the 
Decision to Franchise  

Patrick J. Kaufmann, Georgia State University  

Richard M. Gordon, University of Florida  

James Owers, Georgia State University  

 

15. Encroachment: An Analysis of the Situation-Past, Present and Future  

William Slater Vincent, Kennesaw State College  
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16. Influence of Franchisee Selection Criteria on Franchisee Performance  

Thani Jambulingham, University of Wisconsin  

John Nevin, University of Wisconsin  

 

17. Panel Discussion. The Effects of Changes in the Global, Social, Political and Legal 
Environment on Franchise Performance: A European and North American Comparison  

Co-moderators: Dianne H.B. Welsh, Eastern Washington University Cecilia M. Falbe,  

University at Albany-SUNY Panelists: Philip Mark Abell, Field Fisher Waterhouse, London Colin Foley, 
Gilchrist and Company, Glasgow Alex Konigsberg, Goodman Lapointe Ferguson, Montreal  

18. A Longitudinal Analysis of Transaction Costs in Franchised Distribution Channels  

Robert Dahlstrom, University of Kentucky  

Arne Nygaard, Norwegian School of Management  
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19. Franchise Systems in Distant Markets: Control Techniques and Upward Flow of 
Information  

Rajiv Dant, Boston University  

Nada Nasr, Boston University  

 

 


