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Partnership Behaviors
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Franchisee’s Quicome

Relational Contract

* Flexibility
+ Information Exchange
* Collegiate Problem-solving

* Extra-contractual Incentive Formal Contract

+ Confractual Specification
- Contract Violations Regulation }

Contract
Compliance
Behaviors

Franchisee’s
Performance

H7

Franchisee’s
Trust
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5(2016)2] ALt Jambulingam}t Nevin(1999)2]
TE U o R FAT A5E, AEF, &

5 =4 22 Evanschitzky 5(2016)2] A2}
Jambulingam¥} Nevin(1999), =3 3], %] 5(2011),
Ganesan(1994)°] A5 v o &2 24 A8 Al of
A AN A4 B 7 dee A =81
THE 5 570 B2 Z45kqlth

AloFo] 2h -2 o] 3 B(2018), Kashyap 5(2012)
O] Aol LAt Al9FA Yol Iffo] = FALe}
7HEH 74e] o] ohE of iAo HERt V)

=
SIg Qe B A Z4E, BEYA] W 5714
WEPA A 27} A7 A

FAN AL e 5E

A =, AAE BE =ol7] Yt 71 JAlE| B
A4 B, JAE B MiEF] B Jk 5 57K
EFZ AFE-al S5t Tt Heide@t Murry(1997)9]
ATl A= ACA A A= o] Q= JIAE| B 25
o] ATEY gl Gt Aow w4
A7) 2ol F7| o E olFEo WAl X Aol
Sholeh. eiv e alizto] = A A= BEA
oFAlo] w22] o= o Fea T2 JAEE
ETHYLE Hol IH =] ofgiet. wata 2
Aol A= FAA AlkE Bt AlRA A AAlE| B
FES 2 AAsHt

Ak At A A 232 Kashyap 5(2012)2]
TE v O = AR &of Qlof 7HH A of] et o F
A} 271,

2@ 279 JE, YriH o Biof
140 At Pelof 2 o1%
) Beroz ZAskech BAT B4 5 Ak

ot X
o
Moo
e
N
ot
N
)
01:1
o
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o] 3l(contract compliance)< Tyler2} Blader(2000)°]
ATE vigoR AbA A AT WA ol
g, 7P ER O] BAES Y, 7HEEF 0] ZAA
F AP 5 4N EFor S5
7185204 dPF2 o] S=H(2018), Poppo(1995),
Wathne2} Heide(2000)& HIEfC.2 7HrY 250l A 4]
LA oSt = BE, A AR dl=d AR

Alg, B AA A5 AF, 718 oA {2
St A RIS AEste] sk AX S 47 g0
2 24519t} A 2= Ganesan(1994), £¢13], 2]%]
©(2011)9] Aol 7]Z5to] 7RI} g ok
et A=, s okl et 7o) 2] At
Lot B, Aol A4 59 & 47 ez

T/dstaich

el 43 F nANTE olaT, 77
(2013)8] AF-E HIF O & ZFR O] 2] uf 11
A, IAWZE, DA Z71 530 22
Aol A, AT/ = Venkatraman$®} Ramanujan(1986),
Song, Xie?} Dyer(2000)2] A& vl o2 714
o] uj &, mj&0]]E(ROE) 57t 5 271l o=
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I2M2t0| 29| Ha2 2FS Qs A2k oL S0 chst A+ | 11
<H 1> Y2} 4
e A= HHE ?% gle HHE
174 127 83.0 Ale2FHn|s 48 314
male A 27 22 14.4 %E| 1] grlgﬂ 15 9.8
371 3 2.0 H| 0|74 2|/A| 2t & 59 38.6
574 Ol 1 7 AZ 1= ey AES 3 2.0
174 122 79.7 WAEZC 3 2.0
271 21 13.7 HolA 20 13.1
37} 6 3.9 7|E} 5 3.3
Z-IE S
T 47 1 7 14 gt 8 5.2
574 3 2.0 14 O]A- 34 D|gt 50 32.7
671 O] A 2 1.3 71 31 0[4f -5 0|2k 41 26.8
19 12 7.8 =g7(2t 514 O|Ab- 714 0|t 15 9.8
24 23 15.0 74 0|AF- 9 O|OF 13 8.5
Zolg & 3 28 18.3 94 O] At 26 17.0
°== 49 27 17.6 L2} 97 63.4
53 20 13.1 0§} 56 36.6
6% O|Ab 43 28.1 10 0|2t 5 3.3
20CH 3 2.0 10- 151 0|0t 21 13.7
30cH 34 222 P 15-20% 0|2t 31 203
™ 40CH 65 425 20 - 25T 0|0t 42 27.5
50CH 48 314 25-30Q O|ot 21 13.7
60CH O| A 3 2.0 30T O|A 33 21.6
3. M| gl Efchd 2 A2 Alfste] WA et} el S Hrto
o ATTAEA A= <3 3> A Aot
B AL ALY AFA eFAS B BAZET AtolA] ARt 7 of ekt Al
A95}7] 913l Cronbach’s alpha testE Aottt T o] Wieko] dXJot= A o= et A EEAS &
ot ZA SR E o] A AT HA=etgtA] d8]1 Qo o, BE ZA 2] AVE AlFo] A4
e 24 6 A aQBAe Agel kI S0 et yhEeidy Ea s 9l
At 2AaRo| ot A=A o el BAaAn S-S 891519 th(Fornell and Larker, 1981).
= <¥FE >0 Y&yt Aot Seld QeliAd Ayl g
DA (2=1177.029, df=726, x/df=1.62121 2 4. SLULHHO|

o= Ueigen, o AL 2421 IFI=.938,
TLI=.929, CFI=.937 ©.& AutA 0 2 ok 5tk 7

|

S & 4 Atk(Kline, 1998). Tt HH-EAZE7)
(AVE)°] LE Hrof A 0.50 o4} =1, T4 =

(CR)EL &A1 0.70 o]/ o &2 Yeht HFEfdAdol &
HE]9le2 o 49l E’r(Fornell and Larcker, 1981).

ATl A5 Axsol s deaAL

2 Ao AR RE S-S FY SEA
2HE 255197 w2l & LYHHE ) (common
method bias) A 7} EAY =

o]l A= Harmon’s single factor testS A]s}to] 5L
R o7 A=A FRIsHtH(Podsakoff,
Mackenzie, Lee, and Podsakoff, 2003). 5 JHH=H
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<H 2> 2ol 0IF M ZHa}
item construct st. estimate S.E. C.R. AVE CR Cronbach's a
24404 859
2nd ord 71z A 792 884 908
R P TI=VX EECS 92 181 | 6.652
229 A4 871
HEo| Q3M3 7l EEoQ| 751 .053 15.337
= 'Z = *g " | 770 | 930 933
2829| ¢ 92 S 948 .053 20.488
229 81 926 .054 19.59
AEmsh 817
HEnsh ) 829 057 18.034
orie P LamE 686 897 907
HE w3 842 078 12.49
HEWSH4 823 .086 11.198
S&cAslZ1 846
DE=oUSHA . . .
SSE 1IZH 42 SjaEEolo 853 05 19.119
SSAIGHE3 25 o7 512 907 061 | 17217 | 749 937 938
2= 25
ZS2A[o 24 °° = 843 064 | 15213
Ss2AIHZES 877 067 16.192
A ore| 2t g4 866
QFo| 2t 43 o] Je] 831 .058 15.29
A oo 2ty 71|—.M| 755 920 923
7|kl 2t 2 AN 92 .057 18.194
7| kol et g1 825 056 15.081
OIMIE|E4 .895
QIMIE|IE3 OF A Af 946 .048 22.641
| AlSrA < 815 951 951
QIYIEIE2 QlMIE|IE 942 047 | 22.408
QIMIEIET .86 .056 17.935
9|OkA| FH| 283 857 087 12.052
S A| A e ok 2|5k
O|OkA| FA|Z 52 B 715 .083 10.556 | .604 846 .843
FIOFA| A2 EH 837
Aeto|HE E 1 774
OFO| A =3 ) 726 .093 10.426
A l; = |2k 0|3 692 862 859
Hko|HH T4 862 .089 12.419
Hoko|SH A =S 755 095 10.895
NEEREET 852
7|5|=0 23 ) 878 056 16.492
IJT A3 713|1%29] 791 931 929
7|39 =3 915 .06 17.702
7|8|F9| =4 864 063 16.034
At st kg 904
Atedap nzHo DZHM T} 875 051 17.712 | 701 913 913
At 1743 868 .053 17.464
At AR 886
_ pUI=PSin 743 853 851
AP D 2423 A 838 067 | 13.177
WNETD 875
AlZ|2 860 063 16.078
= Al 668 889 890
WNEK] | 718 .068 12.029 ?
2E|4 .807 .064 14.462

Model fit: x*=1177.029, df=726, x*/df=1.621, RMR=0.029, RMSEA=0.055, GFI=0.790, NFI=0.853, IFI=0.938, TLI=0.929. CFI=0.937
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J

<E 3> 4T MED
BE
B m 2} M@ 6 @G| 6|6 D O © | 10 | A1 | (12)
(HeAHM 3.385| 763 | 1 |.62577|.55577].325" | 363" |-.1877| 279" | -.047 | .195™" | 4317 | .073 | -.035
QZEns 3.362| .698 1 .629™].368|.364™ |-3217| .409™ | -207""| 2927 | 581" | .003 | .019
BR)ESE2H 612 3.366| .730 1 |.52771.376™|-208"" | .472™| -.066 | .280"" | .697" | -.056 | .084
(DA 2Lo|2bd N 3.309| .787 4217 -116 |.3227°] 007 |.2797| 4907 | -.030 | 223"
(5)QME|IE 3.050| .874 1 023 | 131 | .031 |.1897 | 333" | .113 | .005
oF2| Bt % .
(ﬁ)ﬁﬁlﬁ” Al A 3.351| .621 1 |-070| .081 | .053 |-.198""| .067 | -.059
(A 20|t = 3.794| 573 1 [-305"| 217" | 488" |-.142" | .046
(8)713|Fo|H3s |2.130| .838 1 |-1547|-295"| .006 | -.133
(9)7 A A 1} 3.017| .719 1| 342" | -.097 | .128
(10)A12| 3.498| .636 1 -074 | .099
I EEES 2.029| 1.245 1] .049
(12)04 272 3.840| 1.514 1
“p<.01; "p<.05
o7t EASHE ¢ B RARALS APetde o FFL ud Flolehe Mlat SAHLE £
] RE =AW So| shto] SAs @olog tpet  ofA] oo 7|ZHE| Qi) ey AR W} F5 &
dth Ao ARgE RE LAY 3]HsHA] Al A2 Ao o3 AFoll Fogt FF= A=
o= QIR Ao AISYst A1} BE =AHHIEE0] A0 7 YeL 714 1b, 1cE A H oW, A4
slito] aolom saiwx] gigpon] g uke 4 O PHAIA Aoko] Aok o] o] AFe u)A
BHe Bl alo] AA Bi0]29.691%2 Aysl  Zlolghs 7He BE X2 = 9irt.
gomg Solupymo] BA7l eyslA ke Ao ThOR T4 Aloko] Aok o] 8 Yo mlAle
olols odsakoff et al. . 1 5 A w78 2FH R B
= 215} th(Podsakoff et al., 2003) Y & Alote] ARGt Ak Al THAIE T2
A o] PFol Folgt FFS nA= A=
5. 7bd AS EPL 7H4 2a, 20t A\ = 9lek Tt QATE B}
Aot ol WEo] JFL 1A Aolehs 7ML
MBES O A B REoas 1z EAHCR o8k dgron], T4 Aloo] Aok
A AlS A5 T B A A T} x=1040.529, df=665, ol Pl HHel &S A Aolgt= 7Hde
ClAf=15659] e 7, By Hgr: o FEAAEAH
RMSEA=0.052, NFI=0.856, IFI=0.943, TLI=0.935, AN HA 2, 7] 8] 5014 Pgof st TA A Aleke]
CFI=0.9422 /4, B30 AFE 2|4t Autxdog  FF | tisixe AR gTo] 7]5]F002] hF
= AAg #Folzty wEth(Bagozzi and Yi, of Folgt SAA onE 7HA]= F(-)9] FF2 1
A0 2 et 3p0] 7HdTto] 2] 2] = ¢k

1988). 117 HE A= <E 4> 2 <E 5> Tt
A, TA A Aol Ak o] PFof nA]E= F
& F 7PPER O FAo] Aot olF AWFel H(+)

o 18 o

[e]
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R}
gll

o
9

N
N
iod
W
o
W
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rr
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it
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4b, 4c= 712U, AT 02 FAH Aokl
31298 P (2] FeFE w4 Zoleh 74

© 5 27 =gt

<H 4> 7Hd AA A3t
25 M
714 gz Eﬁlff s | P y 7%* S
7td1a(+) Ity R0 Y — A2 O H#E -.028 069 681 2| 2|=|2| S
7+ 1b(+) JE et - Aok o] s 326%* 103 002 22| E
748 1c(+) 3 A el — A2 o] W& 180* 079 022 A&
7t d2a(+) AHlokol et — A of 0| & 168%* 051 001 22| E
7H2b(+) QIME|E — 7o} 0] WS ae oo | GREREE
74 82c(+) Aok QBEA] A — A2k 0|3 WS 144 067 031 PSPSES
71d3a(-) JMYE2 2ol FHY - 7[3Fod EdE 144 119 226 A= 2] S
7143b(-) HEus - 7|30/ H = -.591%* 178 ok 2|2 E
74d3c(-) 35 oAl ol d - 7|32 d S 234 135 084 A|2|=|2| S
7t 4a(-) Hoko| 2bMM — 75| 20| M SHE -262%% 087 .003 22|
71d4b(-) QIMIEIE — 7|3 o)X SiE 171% .083 039 @i@g%ﬁ)
7t84c(-) Aok RPEA] A — 7|80 HE -.063 114 578 A|2|=|2| S
7185(+) Aok o]l s — 7HUWH ot 314%* .109 004 PSP
7146(-) 713|Fo|H HE — 71U H dot -.143* 066 029 2|2 E
SIS Ak Sl — I1HHO| At -.05 04 216 N/A
SAH e — 7tWHl Mot -.016 033 632 N/A

Model fit: x*=1040.529, df=665, x*/df=1.565, RMR=0.057, RMSEA=0.052, GFI=0.806, NFI=0.856, IFI=0.943, TLI=0.935. CFI=0.942

**p<.01; *p<.05

st. estimate 2 15
282 Path Ay difference Results
Al M2
H7 7|3 Fe| -7t Aol Mt -.390** -.169** 5.575 Supported

**p<.01; *p<.05
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A Study on the Contract Mechanism for Successful Operation of
Franchise : Impact of Relational and Formal Contracts on

Partnerships and Franchisee’s Performance”
Hyo-Shin Cho™, Ho-Taek Yi***

ABSTRACT

Most of the research on the relationship or channel performance between the franchise headquarters and the
distribution channel control structure and channel performance was conducted in advance, and there was no
comprehensive study on the impact of relational norms on opportunistic behavior and contract compliance.

This study examined and analyzed which contract mechanisms of franchise headquarters for long-term
relationship between franchise headquarters and franchisee for shared growth increase partnership of
opportunistic behavior and contract compliance behavior. Specifically, the detailed variables from a formal
contract perspective and the impact of each detail from a relational exchange perspective on opportunistic
behavior and the contract compliance are analyzed and the impact it leads to long-term performance of the
franchisee. It also examined to reveal whether Franchisee's confidence in Franchise headquarters plays a
controlling role in opportunistic behavior and long-term performance of franchisee.

The model of this study is shown in Figure 1.

Types of Contract Partnership Behaviors Franchisee’s Qutcome

« Flexibility
+ Information Exchange }

* Collegiate Problem-solving

Contract
Compliance
Behaviors

Relational Contract

Franchisee’s
Performance

+ Extra-contractual Incentive

Formal Contract

- Confractual Specification }

« Contract Violations Regulation

Franchisee’s
Trust

<Figure 1> Conceptual Framework

* This study is a revised and supplemented 1* author’s doctoral dissertation.
** Ph. D, Department of Business Administration, Keimyung Graduate School, 1st Author
*** Associate Professor of Marketing, Department of Business Administration, Keimyung University, Corresponding Author
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<Table 1> Results of Confirmatory Factor Analysis

item construct st. estimate S.E. C.R. AVE CR Cronbach's a
tom-perf - .859
2nd custom-perform Long-term 292 384 908
order | finance-perform performance 92 181 6.652
Flexibility4 871
Flexibility3 I 751 .053 15.337
— Flexibility 770 930 933
Flexibility2 948 .053 20.488
Flexibilityl 926 .054 19.59
Information exchangel 817
Inf ti h 2 i .829 .057 18.034
nforma %on exchange Information 686 897 907
Information exchange3 exchange 842 .078 12.49
Information exchange4 .823 .086 11.198
Co-Pro-solvl .846
Co-Pro-solv2 Colleg .853 .05 19.119
Co-Pro-solv3 ofleglate 907 061 | 17217 | 749 | 937 938
problem-solving
Co-Pro-solv4 .843 .064 15.213
Co-Pro-solv5 877 .067 16.192
Cont-Speci4 .866
Cont-Speci3 .831 .058 15.29
s S Contractual 755 | 920 923
Cont-Speci2 specification 92 057 18.194
Cont-Specil .825 .056 15.081
Incentives4 .895
I tives3 - 946 .048 22.641
ncen TVCS Extr.a cont.ractua 815 951 951
Incentives2 l incentives .942 .047 22.408
Incentives1 .86 .056 17.935
Cont-Viol-Reg3 Contract 857 .087 12.052
Cont-Viol-Reg2 violations 715 .083 10.556 .604 .846 .843
Cont-Viol-Reg1 regulations 837
Cont-Comp-behavl 174
Cont-Comp-behav3 Contract 726 093 | 10.426
compliance .692 .862 .859
Cont-Comp-behav4 . .862 .089 12.419
behavior
Cont-Comp-behav5 755 .095 10.895
Opportunisticl 852
Opportunistic2 isti .878 .056 16.492
ppo un%s %c Opportur.nstlc 791 931 929
Opportunistic3 behavior 915 .06 17.702
Opportunistic4 .864 .063 16.034
custom-perform1 Cust 904
custom-perform? ustomer 875 051 | 17712 | 01 | 913 913
Performance
custom-perform3 .868 .053 17.464
fi -perform1 i i .886
inance-perform Financial 743 853 851
finance-perform3 Performance .838 067 13.177
Trustl 875
Trust2 .860 .063 16.078
Trust .668 889 .890
Trust3 718 .068 12.029
Trust4 .807 .064 14.462

Model fit: x*=1177.029, df=726, x*/df=1.621, RMR=0.029, RMSEA=0.055, IFI=0.938, TLI=0.929. CFI=0.937
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Hypothesis 1 is that flexibility, information exchange, and collegiate problem-solving in a relational contract
will have a positive effect on contract compliance behavior (Hypothesis 1a, 1b, 1c). And, the contractual
specification, contract violations regulations, and extra-contractual incentives would have a positive effect on
contract compliance behavior (Hypothesis 2a, 2b, 2¢). Hypothesis 3 is a hypothesis about the impact of relational
contracts on opportunistic behavior, which hypothesizes that flexibility, information exchange, and collegiate
problem-solving in relational contracts will have a negative effect on opportunistic behavior (Hypothesis 3a, 3b,
3c). Hypothesis 4 is that the contractual specification, contract violations regulations, and extra-contractual
incentives will have a negative effect on opportunistic behavior (Hypothesis 4a, 4b, 4c). Next, hypothesis 5 was
established that contract compliance behavior would have a positive effect on the franchisee’s long-term
performance and hypothesis 6 was that the opportunistic behavior would have a negative effect on the
franchisee’s long-term performance. Finally, Hypothesis 7 was established that trust in the franchise headquarters

of franchisee will play a controlling role between the opportunistic behavior and the long-term performance of

franchisees.
<Table 2> Results of Hypothesis Test
H Path estisrtﬁate se. | I Result
Hla(+) Flexibility — Contract compliance behavior -.028 .069 .681 Not Supported
Hl1b(+) Information exchange — Contract compliance behavior | .326** .103 .002 Supported
Hlc(+) Collegiate problem-solving — Contract compliance behavior .180* .079 .022 Supported
H2a(+) Contractual specification — Contract compliance behavior 168** .051 .001 Supported
H2b(+) Extra-contractual incentives — Contract compliance behavior -.114* .048 .018 N%E{i%ré?:ged
H2c(+) Contract violations regulations — Contract compliance behavior .144%* .067 .031 Supported
H3a(-) Flexibility — Opportunistic behavior .144 119 226 Not Supported
H3b(-) Information exchange — Opportunistic behavior =591 %* 178 HA Supported
H3c(-) Collegiate problem-solving — Opportunistic behavior 234 135 .084 Not Supported
H4a(-) Contractual specification — Opportunistic behavior -.262%* .087 .003 Supported
H4b(-) Extra-contractual incentives — Opportunistic behavior A71* .083 .039 Not Supported
(Reverse)
H4c(-) Contract violations regulations — Opportunistic behavior -.063 114 578 Not Supported
H5(+) Contract compliance behavior — Franchisee’s performance 314%* .109 .004 Supported
Hé6(-) Opportunistic behavior — Franchisee’s performance -.143%* .066 .029 Supported
Control Variable Number of contract — Franchisee’s performance -.05 .04 216 N/A
Control Variable Store sizw — Franchisee’s performance -.016 .033 .632 N/A

Model fit: ¥>=1040.529, df=665, x*/df=1.565, RMR=0.057, RMSEA=0.052, IFI=0.943, TLI=0.935. CFI=0.942
**p<.01; *p<.05
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<Table 3> Results of Hypothesis Test

st. estimate )
H Path - Ay difference Results
low-trust group | high-trust group

Opportunistic behavior
—Franchisee’s performance

**p<.01; *p<.05

H7 -.390** -.169%* 5.575 Supported

To verify the established research theory and research model, the first 305 questionnaires were distributed to
franchisees located in Daegu and North Gyeongsang Province, and 217 questionnaires were retrieved, and 153
questions recorded as valid answers were finally used for analysis.

Verifiable factor analysis shows that the model fit is x *=1177.029, df=726, x*/df=1.621, and the other
goodness-of-fit index, IF1=.938, TLI=.929, CFI=.937 indicates overall good. Furthermore, the mean variance
extraction (AVE) is greater than 0.50 for all variables and the synthetic reliability (CR) value calculated as the
value of standardized factor load and error variance is more than 0.70, indicating that concentration validity is
obtained. Correlation analysis was performed on scales with proven concentration validity to evaluate law
validity and discriminant validity.

The analysis showed that the direction of the hypothesis and the direction of the correlation coefficient set in the
study matched the law validity, and that the AVE square root of all latent variables was greater than the correlation
coefficient, confirming that the discrimination validity between theoretical variables was also obtained.

The verification results of the hypothesis are as Table 2~3.

First, the 1a hypothesis that the flexibility would have a positive effect on contract compliance behavior was
rejected. However, information exchange and collegiate problem-solving have a significant impact on contract
compliance behavior, supported hypotheses 1b and Ic, and that relational contracts will consequently affect
contract compliance behavior. Hypotheses 2a and 2¢ were then supported, as the contractual specification and
contract violations regulations, among the effects of the formal contract on the contract compliance behavior.
However, the 2b hypothesis that extra-contractual incentives would affect contract compliance behavior was not
statistically significant, and the hypothesis that formal contracts would affect contract compliance behavior was
partially supported. Third, for the influence of relational contracts on opportunistic behavior, only information
exchange was found to have a negative effect on opportunistic behavior with significant statistical implications,
and only the hypothesis of 3b was supported. Flexibility and collegiate problem-solving by the Franchise
Headquarters were not statistically significant, and hypotheses 3a and 3¢ were rejected, and the hypothesis that
relational contracts would have a negative effect on opportunistic behavior was partially supported. Hypothesis
4a was supported by hypothesis 4a as it was found that only the contractual specification had a negative effect
with statistically meaningful outcome values. contract violations regulations, and extra-contractual incentives

were not statistically significant and hypotheses 4b and 4c were rejected. Consequently, the hypothesis that
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formal contracts would have a negative effect on opportunistic behavior was partially supported. In the
relationship between partnership and franchisee’s performance, hypothesis 5 and hypothesis 6 were both
supported by the franchisee’s performance, “The contract compliance behavior will have positive (+) effect on
franchisee’s performance” and “opportunistic behavior will have negative effect on franchisee’s performance”.
Finally, it has become clear that Franchisee’s confidence in franchise headquarters has the effect of reducing the

negative impact of franchisee’s opportunistic behavior on franchisee’s performance.

Keywords: Franchise, Partnership, Relational Contract, Formal Contract, Opportunistic Behavior, Contract

Compliance Behavior



