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Executive Summary 
 
 
 

‘The secret of success is the capacity to survive failure’ 
Noel Coward 

 
This report is the culmination of a two-year research project undertaken for an Australian 
Research Council (ARC) Linkage project in collaboration with industry partners Department 
of  Industry,  Innovation,  Science,  Research  and  Tertiary  Education  (DIISRTE)  and  the 
Franchise  Council  of  Australia  (FCA),  with  the  support  of  the  Asia-Pacific  Centre  for 
Franchising   Excellence  (APCFE)   at   Griffith   University.  The   research  investigates  and 
compares  the  performance  of  franchised  and  independent  small  businesses  during  the 
period of economic uncertainty in Australia from 2010 to 2012. 

 
The research was conducted in three separate phases. Phase 1 was exploratory, involving in- 
depth interviews with 56 participants including franchising and small business experts, 
franchisors, and currently operating and former franchisees and independent small business 
operators. A model depicting small business ‘survival’ factors during economic uncertainty 
was developed from this stage of the research. Pre-business ownership variables posited to 
link to survival were business acumen, motivation, due diligence, information gathering and 
integration, contractual obligations  and  financial  factors  (start-up  costs,  debt  levels  and 
access to finance). Post-business ownership factors were regulatory and contractual 
restrictions, business decision-making autonomy, attitude, relationships, work/life balance, 
adaptability, innovation and customer orientation. 

 
In the second phase of the research the model was tested via four separate online surveys 
conducted with franchisee and independent ‘survivors’ and ‘failures’ resulting in 1186 
responses. In the final phase of the research, 25 franchisees and independent business 
operators who participated in the first phase were re-interviewed to monitor their progress 
over the ensuing period and to seek confirmation of the small business ‘survival’ model. The 
qualitative and quantitative analyses of the data enabled a comparison of survival factors 
between business models (franchising versus independent business) as well as across both 
models. 

 
The results reveal that, whilst franchisees pay a premium to enter franchising, they benefit 
from the support of the franchisor, particularly pre-entry information, ongoing support and 
the benefit of joining an established brand. The higher financial outlay of franchisees leads 
to subsequently higher debt levels. In turn, due to the risk reduction aspect of franchising, 
franchisees have greater access to finance than independent business owners. 

 
Franchisees and independent operators have distinctly different motivations for entering 
business and possess different psychological traits. Franchisees seek the security of a 
franchise network and are risk avoiders, whereas independents are confident, proactive risk 
takers. Franchisees rated their pre-entry experiences (access to information, due diligence 
and   decision   making   ability)   positively   and   they   valued   the   franchisor-franchisee 
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relationship. However, their adaptability and autonomy levels were lower than independent 
business owners and they were more likely to suffer stress and regret. 

 
Independent business operators were less diligent in their preparation to enter business 
than  franchisees. They expressed higher levels of  autonomy when making decisions and 
thus were more readily able to adapt and respond to changing marketing conditions. 
Independents reported lower levels of satisfaction in their business relationships with 
contractual partners (such as leasing or finance) than franchisees who had the support of 
the franchisor in dealing with these business arrangements. Given their overall greater 
feelings of confidence and autonomy, independents were more willing to take responsibility 
for failure or setbacks than franchisees, who tended to attribute blame to external factors. 

 
When comparing overall business survivals and failures a range of differentiating factors 
was confirmed by the research. Surviving businesses owners tended to be younger, hold 
higher levels of formal education, have greater levels of autonomy and adaptability, lower 
debt  levels,  less  access  to  finance  and  better  work/life  balance.  Finally,  the  research 
revealed that economic conditions affected all businesses similarly and that personal factors 
such as motivations, personality, decision-making autonomy and  adaptability were more 
likely to affect business survival than external factors. 
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1: Introduction 
 
 
Small businesses contribute significantly to the Australian economy. They have been 
described by many commentators as the ‘lifeblood of the economy’ (for example, Ferguson 
&  Hewett,  2009:  1)  because  they  are  responsible  for  much  of  the  innovation  and 
productivity in the business community, contributing to economic growth and performance. 

 
There were more than 2 million small businesses operating in Australia in 2011 (ABS 2012). 
Small businesses include independently owned and franchised businesses. In the franchise 
sector  approximately  73  000  business  format  franchise  units  (company  owned  and 
franchised) operated in Australia in 2012 (Frazer, Weaven & Bodey 2012) representing less 
than 4 percent of small business. Whilst their numbers are small the impact of franchising 
on the Australian economy is, according to Prime Minister, The Honourable Julia Gillard, 
‘simply remarkable’ (FCA 2012: 2). 

 
The small business (and franchise) sectors had experienced consistent patterns of growth 
over the past decade but the volatility during the global financial crisis (GFC) impacted many 
industry segments. Anecdotal evidence suggests that independent small businesses found 
the economic conditions difficult and franchise sector data reported a decline in franchise 
systems, franchise units and sales turnover from 2008 to 2010 (Frazer, Weaven & Bodey 
2010). 

 
It was in this context that the current research project originated. The advent of the GFC, 
the resulting economic downturn and future uncertainty provided a window of opportunity 
for exploring the effect of economic conditions on franchising. An exploration of this 
phenomenon necessitated a comparison with independent small business operation as a 
benchmark. As the problem was being experienced in real time, there was an urgent need 
to conduct the research and to gather data over a two year period during the GFC. Very 
little  academic  research had  been  conducted on  the  effects of  the  GFC,  particularly  in 
relation to franchising, yet it was expected that the resultant economic downturn would 
have a major impact on business and society: 

 
“This crisis has set in motion fundamental societal changes—changes that 
affect our consumer habits, our values, our relatedness to each other. From 
now on we will all be conducting our lives and doing business with each other 
a little bit differently” (Shiller, 2008 p. 1). 

 
This research focuses on business survival. It is an innovative approach to providing business 
owners and stakeholders with new research and strategies on successful business continuity 
in times of economic uncertainty and recovery. Franchises have been found to minimise the 
experiential and financial barriers to business entry and operation (Bates, 1995). Research 
on the experiences of franchised and independent small business in the economic downturn 
is  therefore timely. This  research begins  to  address  a  gap  in  the  franchising  and  small 
business  literature  where  there has  been  a  lack  of  examination  of  the  antecedents of 
survival and business performance (Michael & Combs 2008). 
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Some of the prior research that has been done on business performance has identified 
founder characteristics (especially industry specific experience), number of employees and 
capital invested as significant in the success or failure of small business (Reid 1991). In the 
case of franchising, business failure (or success) has been attributed to the culmination of a 
number of factors including franchisee fit (or mis-fit), franchisor dissatisfaction, franchisee 
discontent, royalty and financial issues (Holmberg and Morgan 1996, 2000; Cross, 1998) and 
level of conflict in the franchising relationship (Frazer & Winzar 2005). Stanworth et al., 
(2001) suggest that, as franchise systems are required to develop a system of franchise 
managerial support prior to franchising, there are greater risks of franchisee failure in the 
early years of the franchise system. They reflect that in franchising the “strains normally 
associated with small business growth are, in fact likely to be magnified and concentrated” 
(Stanworth et al, 2001: p.49). 

 
The term ‘success’ invites multiple interpretations. For instance, Jennings and Beaver (1997) 
define success as “the sustained satisfaction of principle stakeholder aspirations”. Schaper 
et al (2011) note that: 

 
‘most small business operators tend to regard themselves as a success, despite 
what others might think of their performance”. 

 
The focus of the current research was to identify ‘survival’ factors in order to better 
understand the drivers of success and ultimately reduce the level of risk associated with 
franchising and small business. Hence, we used a wide range of hard and soft metrics to 
explore and measure survival factors in franchising and independent small business 
operations. 

 
The research was conducted in three separate phases. In Phase 1 a sample of small business 
and franchising experts, franchisors, currently operating and exited franchisees and 
independent small business owners were interviewed to explore themes related to business 
survival during an economic downturn. This qualitative phase of the research resulted in a 
model of franchise and small business survival factors which was tested in Phase 2. In 
selecting cases in Phase 1 we split the franchisees and independents into two groups – 
those who were currently operating and coping with the economic conditions and those 
who were struggling or who had already failed and exited the business. By comparing these 
two groups across the two business models (franchising and independent) we were able to 
identify possible indicators of success. A description of Phase 1 of the research is provided in 
Section 2 of this report. 

 
These indicators and resulting model were tested through a series of four online surveys in 
Phase 2 of the research, providing a rigorous quantitative analysis. Details of Phase 2 of the 
research are provided in Section 3 of the report. 

 
Next, we revisited the Phase 1 franchisees and independent business owners for Phase 3 of 
the research, almost two years after our initial contact. Participants were interviewed once 
again to determine their outcomes over the ensuing period. A description of this qualitative 
phase is provided in Section 4 of the report. 
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Finally, Section 5 of the report summarises the findings from the research, taking into 
consideration the qualitative and quantitative data analysis in Phases 1 to 3. 

 
The research was conducted from October 2010 to October 2012 providing a longitudinal 
analysis of data during a period of economic uncertainty and recovery. It was jointly funded 
by the Australian Research Council (ARC) through a Linkage Project grant with industry 
partners Department of Industry, Innovation, Science, Research and Tertiary Education 
(DIISRTE) and the Franchise Council of Australia (FCA) and the support of the Asia-Pacific 
Centre for Franchising Excellence (APCFE) at Griffith University. 

 
The following sections of the report detail the methodology, data collection and analysis 
and findings of the research. 
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2:  Phase 1 Qualitative survey and results 
 
 
2.0 Introduction 

 
Phase 1 was a preliminary qualitative stage of the research. Firstly, a sample of franchising 
and small business experts was recruited and interviewed about their professional opinions 
regarding franchising or small business survival factors. The next step involved interviews 
with a sample of franchisors representing a wide cross section of the sector. Finally, samples 
of current and former franchisees and independent business operators were interviewed in 
order to explore the range of factors that might be linked to franchisee or independent 
small business ‘survival’. 

 
2.1 Selection and recruitment of participants 

 
In  Phase  1,  56  in-depth  interviews  were  conducted  with  individuals  who  were  or  are 
currently involved in small businesses operations. Specifically, the sample consisted of 8 
business   experts,  7   franchisors,   13   ‘successful’   (currently  operating)  franchisees,  7 
‘struggling/failed’  franchisees  (including  a  total  of  three  individuals  who  had  ceased 
franchising), 14 successful (currently operating) independent business owners, and 7 
struggling/failed independent business operators (including 2 who had ceased independent 
business operations). Table 2.1 describes the interview participants. 

 
Research participants were recruited in a variety of ways. The franchising and small business 
experts were known or recommended to us as possessing specific expertise in some aspect 
of franchising or small business. The sample of franchisors comprised a cross-section of 
industries, experience and size, chosen to represent the wide variety of franchise systems in 
the sector. The franchisors were selected from the database maintained by the Asia-Pacific 
Centre for Franchising Excellence at Griffith University. 

 
Franchisees and independent business owners were recruited using a multi-pronged 
approach. Some were recommended to us by the sample of franchisors whom we 
interviewed. Several were randomly chosen using telephone directories or by contacting 
local Chambers of Commerce. A snowballing approach provided introductions to other 
participants. We attempted advertising in local newspapers as a means of recruiting 
participants but, after trying this approach in Queensland with little success, we reverted to 
making direct approaches. A balance of industries and urban and regional locations was 
maintained. 
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Table 2.1 
Phase 1 interview participants 
(n=56) 

 
 
 

Franchising & Small Business Experts (Phase 1) 
Code Expertise 

E1 Lawyer 
E2 Franchising consultant 
E3 Shopping Centre Manager 
E4 Accountant 
E5 Small Business Association chair 
E6 Franchising consultant 
E7 Lawyer 
E8 Financial consultant 

 
 

Franchisors (Phase 1) 
Code Industry Size of franchise* Age of franchise# 

F1 Fast food Large Mature 
F2 Administration & support services (mobile) Medium Mature 
F3 Construction Small Mature 
F4 Transport Small Young 
F5 Arts & recreation Medium Emerging 
F6 Cafe Large Mature 
F7 Cafe Medium Emerging 

* Franchise size:  Small (1-20 units), Emerging (21-50 units), Large (> 50 units) 
# Franchise age: Young (1-5 years), Emerging (6-10 years), Mature (> 10 years) 
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Franchisees and independent small business operators (Phase 1) 
Case In operation Failed/ Industry State Location Gender Origin Years op1

 Status 
  Struggling        

Fran Indep Fran Indep 
A1     Fast food Qld Urban M&F New 1 Positive outlook but losing money. 

A2     Fast food Qld Rural F New 6 Negatively affected by GFC. 

A3     Fast food Qld Urban F Existing 3 Bargain purchase. Built business up; performing well. 

A4     Fast food x7 Qld Urban M New 10 Growth stalled during GFC. 

A5     Carwash x 3 WA Urban M New 4 Performing well. Not affected by GFC. 

A6  ()   Bakery (F) 
Restaurant (I) 

Qld Rural M New 
New 

20 
5 

GFC has affected both businesses. 

A7     Cafes x 2 Qld Urban M New 
Existing 

4 
2 

One franchise performing much better than the other. 

A8     Fast food Qld Rural M&F Existing 18 Affected more by competition than GFC. 

A9     Cafe x 2 Qld Urban M New 7 Not affected by GFC. 

A10     Business coach Qld Urban F New 2 Performing well. 

A11     Fast food x 4 Qld Urban M New & 
Existing 

9 One store making a loss. The others are struggling. 

A12     Fast food Qld Rural F Existing 7 Affected by competition as well as GFC. 

A13     Gymnasium SA Urban F New 1 Slower than expected and worsening. 

B1     Fast food NSW Urban M Existing 3 Losing money. 
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B2     Trade services ACT Urban M New 1 Slower than expected but optimistic. 

B3     Transport Vic Rural M New 2 Sales lower than expected. 
Disappointed with performance. 

B4     Fast food x 2 Qld Urban M Existing 7 Recently sold both businesses. Affected by 
competition, high rents and GFC. 

B5     Fast food x 2 Qld Rural M New & 
Existing 

6 Performing very poorly; making a loss. Working very 
long hours. Contemplating walking away. 

B6     Fast food x 2 NSW Urban F Existing 5 High debt level, poor sales. Franchisor threatened 
termination so franchisee walked away. 

B7     Health clinic Qld Urban F Existing 4 Performing well until GFC. Walked away. Traumatised. 

C1     Restaurant NSW Rural M Existing 2 Struggling. 

C2     B&B NSW Rural M&F Existing 3 Doing well until GFC. Lack of customers. 

C3     Organic grocer Tas Rural F Existing 7 Not affected by GFC. Niche industry. 

C4     Tree surgeon Tas Rural M New 10 Not affected by GFC. Niche industry. 

C5     Nail salon NSW Rural F New 1 Struggling. 

C6     Hairdresser Qld Urban F Existing 10 Performing well. Budget end of market. 

C7     General store NSW Rural F Existing 6 Affected by GFC. Working long hours. 

C8     Management 
consultant. 

Vic Urban F New 6 Not affected by GFC. Positive outlook. 

C9     Manufacturer Vic Urban M New 2 Not affected by GFC. 

C10     Delicatessen Qld Rural M New 2 Has been difficult to build up the business. Working 
very long hours. 
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C11     Tailor Vic Urban F New 8 Moved to home-based business as the GFC hit and 

was relatively unaffected. 
C12     Restaurant Tas Rural M New 1 Planned around GFC. Performing well. 

C13     Fast food Qld Urban M Existing 1 Built business up and sold it at a profit. 

C14     Hair and beauty SA Urban F New 5 Performing well. Intending to expand and possibly 
franchise the business. 

D1     Metal recycling Qld Rural M New 16 Badly affected by GFC and business was flooded. 

D2     Naturopath Tas Rural F New 8 Not affected by GFC. Modest income. 

D3     Alternative 
health therapies 

SA Urban F New 2 Set up during GFC and performed as expected. 

D4     Child care x 2 Vic Urban M New 5 Poorly performing. High level of debt. 

D5     Craft supplies Tas Rural F New 5 Worked from home for 3 years, then opened a shop. 
Affected by GFC and an unreliable supplier. 
Discretionary spend on hobbies has declined. 

D6     Awnings Qld Urban F&M New 3 Part-time business relying on a single product. High 
overheads. Lost money. Closed business down. 

D7     Fast food NSW Rural M Existing 5 Performed well first couple of years. Affected by GFC. 
Closed business, lost his house. 

1 Number of years operating at time of first interview in 2010 
Blue shading = business currently operating 
Grey shading = business currently operating but struggling or business has failed 
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2.2 Interview process 
 

Face-to-face interviews were conducted with interviewees lasting between 45 minutes and 
1.5 hours  in  duration. Two  members of  the research team undertook the interviews in 
Phase 1 (with only one researcher involved at the follow-up interview sessions in Phase 3). 
Each of the interviews was recorded (with the permission of the participants) and summary 
notes were also taken to nominate key themes and record non-verbal behaviours of the 
interviewees. Each of the interviews was discussed with both researchers to ensure the 
minimisation of any interviewer biases in the subsequent content and thematic analysis. 

 
The inclusion of a standard set of questions (Appendix 2) was used in each of the interviews 
across the samples allowing some structure to the interview process, and facilitating 
subsequent   comparisons   across   each   group   on   salient   issues.   While   this   approach 
maximised the reliability of the collected data, the interview protocol was kept fairly 
unstructured, so as to allow new themes (that is, undiscovered information) to emerge. 
Participants were asked to detail authentic accounts of their lived experiences and would 
often recall ‘stories’ regarding their experiences in small business (as a third-party business 
facilitator, franchisor, franchisee or independent business operator). 

 
 
2.3 Interviewee profile 

 
 

Business experts were drawn from a range of relevant occupations. Participants included 
two lawyers, three franchising consultants, an accountant, a shopping centre manager and 
an elected representative of a national small business association. Within the franchisor 
sample, three were involved in food retail, one provided administration/support service and 
was  a  mobile  franchise  system,  one  was  involved  in  the  construction  industry,  one  in 
transport and one in the arts and recreation industry. 

 
Of  the  13  successful (currently operating franchisees) who  were interviewed, a  total  of 
seven were operating a variety of fast food options, two were operating cafes, one ran a 
bakery, one was a (mobile) car wash franchisee, one was a business coach and the final 
participant ran a gymnasium. Of the seven struggling or failed franchisees who were 
interviewed, a total of four operated fast food outlets, one was in transport, one was 
providing trade services and one was located in the health care industry. 

 
Within the sample of 14 successful independent business operators, one was a fast food 
operator, three ran restaurants or accommodation, three were retailers, four performed 
personal services, one provided professional services, one was involved in property services 
and  one  was  a  manufacturer.  Of  the  seven  struggling  or  failed  independent  business 
operator group, one provided trade services, two operated in the health industry, one 
provided education services, one was a retailer, one provided property services and one 
operated  a  fast  food  outlet.  Franchisee  and  independent  business  participants  were 
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selected from all States in Australia and the ACT. No participants were recruited from the 
Northern Territory. 

 
The gender split within the sample was 35 percent women and 65 percent men which is 
broadly consistent with results of the Franchising Australia 2010 survey (Frazer, Weaven and 
Bodey, 2010). The start-up costs associated with the franchise systems (in which the 
interviewees had or were currently operating) ranged from $10 000 to $500 000 which is 
broadly consistent with start-up costs in the independent business group which ranged from 
$4 000 to $500 0001. 

 
2.4 Themes arising from Phase 1 interviews 

 
The major themes arising from the interviews are discussed below. 

 
2.4.1 Theme 1: Due diligence 

 
 

Overwhelmingly, all business experts suggested that although potential business entrants 
should seek extensive and specialised advice (from both formal and informal business 
networks) at the pre-entry stages of the business evaluation process, they would often see 
individuals (in the drive towards semi- or fully-independent self-employment) use subjective 
reasoning and make ad hoc business decisions without conducting adequate due diligence. 
For instance, 

 
‘Like I say, due diligence is a nice thing, but does it always happen? I would 
argue that it probably doesn’t. It’s just staggering how many people will 
outlay a heap of money, but don’t do their due diligence because they get 
stingy, or they just need to get into business today, no matter the cost.’ 
(Business expert) 

 
Similarly, while a strong majority of franchisor interviewees emphasised the importance of 
conducting   adequate   due   diligence   during   the   franchise   evaluation   process,   most 
emphasised  that  franchisees  often  exerted little  effort  in  seeking sufficient  information 
when  evaluating  franchising  opportunities.  The  following  quotation  is  indicative  of  a 
majority of franchisor responses. 

 
‘Definitely, I think that is the key thing, the old saying, due diligence.  A lot 
of people still have the perception that they will do their due diligence by 
browsing through the document and this will give them a thorough 
understanding of what they are getting into.  But, the problem is that they 
are not willing to work at this, they just don’t know what they don’t know.’ 
(Franchisor) 

 

 
 
 
 
 

1 Start-up costs relate to different time periods. 
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Moreover, a number of franchisors nominated that adequate due diligence should extend to 
franchisor assessments of the ‘fit’ between prospective franchisees and the business model. 
For instance, 

 
 

‘The money has got to be right, the application has got to be right [from the 
franchisee], otherwise we just don’t do it.  Nothing is worse than accepting 
a franchisee that hasn’t put enough effort in understanding if they will fit 
into our system and our way of doing things.’ (Franchisor) 

 
In assessing reported differences between different franchisee cohorts, it was apparent that 
successful  franchisees  exerted  significantly  more  effort  in   conducting  adequate  due 
diligence than struggling (or exited) franchisees. Specifically, successful franchisees took 
considerable  time  in  examining  the  business  opportunity  and  assumed  personal 
responsibility in assessing the likely viability of the franchise opportunity during the business 
evaluation  stages. In  particular, a  strong majority of  franchisees in  this  cohort  spent  in 
excess of twelve months in evaluating the franchise system and reported greater knowledge 
of issues pertaining to the industry, competitors, (location-based) customer trends and 
current franchisee performance. Moreover, around half of the interviewees mentioned that 
they had enlisted the support of third-parties (for example, lawyers, accountants, business 
advisors) in the process, often allocating between $1,000 to $2,000 to gather in-depth 
external advice. Notably, most interviewees reported having considerable prior knowledge 
or experience in the industry in which the (potential) franchise was located, with just over a 
third of interviewees reporting that they possessed detailed knowledge of the region in 
which  their potential franchise was  to  be  located. The following comment encapsulates 
many of these themes, and is indicative of a majority of responses. 

 
‘Always thought a coffee shop would do well where they are and then saw 
an advertisement in the paper…Got considerable information from the 
franchisor and talked with him on a number of occasions. The [franchisor] 
knew the shopping centre very well and I spent a lot of time looking at the 
foot traffic and assessing profit margins and so forth.  I even did my due 
diligence with [franchisor brand] as well.   I mean…I had to know if they 
were going to survive and grow. Then I spoke to my accountant and got a 
detailed   run-through   of   the   disclosure   document   with   a   law   firm 
specialising in franchise contracts.  This cost a couple of thousand [dollars] 
but it was really worth it. Put all the information together and then spoke 
to some franchisees as well.’ (Franchisee, successful) 

 
In comparison, struggling (or failed) franchisees appeared to focus on projected turnover of 
the franchise unit, over and above the consideration of any other factors.  Many suggested 
that they should have investigated the intricacies of the franchise system further (such as 
profit margins and supplier agreements) prior to signing the franchise agreement. For 
example, 
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‘It comes to a point where it is a leap of faith in any business.   You can’t 
guarantee that a successful business is going to be successful tomorrow. 
But I should have spent more time understanding all that’s involved. I think 
I  focused  too  much  on  turnover, and  less  on  my  margins.’  (Franchisee, 
exited from franchise system) 

 
Most interviewees in this cohort spent between a few weeks and six months in conducting 
due  diligence  prior  to  entering  the  franchise  agreement. In  addition,  many  franchisees 
utilised the services of a single third party (such as an accountant or lawyer), but reported 
(in hindsight) that they should have sought additional third party advice so as to arrive at a 
clearer (and  more complete) picture of the overall business opportunity. Moreover, just 
under half of the interviewees indicated that they had ignored or overridden the advice 
provided by external advisors in their quest to become self-employed. For instance, one 
interviewee commented, 

 
‘I  should  have  consulted  a  lawyer  before  buying  the  franchise.  When  I 
finally did, he said to me again and again, ‘what did you buy’?  And I said, 
you know what I bought, and he said, ‘no I’m asking you’ because this 
contract doesn’t tell me anything!’ (Franchisee, exited) 

 
Furthermore, 

 
‘I really relied on my business partner to look over different franchises. One 
lawyer told us that he thought it was risky to go ahead with [franchise 
brand], but we both felt that we needed to sign it, otherwise it would be 
gone.’ (Franchisee, exited) 

 
A total of four interviewees also nominated that they had rushed in to the business, without 
fully considering the entire business opportunity. In particular, the lure of being one’s ‘own 
boss’ appeared to impact the conduct of adequate due diligence. For example, 

 
‘I think you have around two weeks in order to back out [following payment 
of $10,000 expression of interest]…I got into this too early and after the 
first two weeks your head’s spinning and you’re up in the air thinking…wow 
I’ve bought a business and I am going to be my own boss.  Two weeks goes 
by so quickly and you don’t really know what the shop is really about.’ 
(Franchisee, struggling) 

 
When considering both successful and struggling/failed independent business owners a 
similar picture emerges in relation to the extent of effort exerted in conducting adequate 
levels of due diligence. A majority of successful independent business operators reported 
having considerable knowledge of the industry, prior to entering their business. This 
knowledge was gathered through personal experience, and/or experience from extended 
business networks both formal (for example, industry consultants, lawyers, accountants, 
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employers) and informal (such as family members). For example, one interviewee 
commented, 

 
‘…Dad’s a very astute businessman. He had the numbers crunched by our 
accountant  and  he  actually  employed a  consultant  to  run the  numbers. 
This gave us a ‘big picture’ view of  the business and helped in developing a 
business plan that we still follow today.’ (Independent, successful) 

 
In addition, 

 
‘I had an investigative tour of the state, the north especially to see if there 
was space for another company to do tree work.  I have experience in this 
area, but I still thought it would be prudent to ask a lot of people in the 
industry for their opinions and I got a consultant to put a full business plan 
together. ‘(Independent, successful) 

 
In comparison, of the struggling and failed independent business operators who were 
interviewed, most had exerted less effort in evaluating their business opportunity. Although 
many perceived that they had conducted due diligence at the pre-entry stages, a closer 
examination of their responses revealed that they would often not seek out professional 
advice or assistance prior to making their decision to enter self-employment. Moreover, a 
majority of interviewees recounted difficulties in sourcing adequate information (such as 
figures from current business owners or industry data). The following quotation is indicative 
of a majority of responses in this sample group: 

 
‘I just couldn’t get accurate figures from the previous owners. I found out 
after the fact, from the staff, that the figures hadn’t been anywhere near as 
high. With the ability of hindsight, I didn’t spend enough time on getting 
the numbers or at least getting some opinions from suppliers who may well 
have known what was going on.  But I did look at the industry, but I found it 
a bit difficult to understand how these figures related to this business.’ 
(Independent, exited from business) 

 
2.4.2 Theme 2: Role of information in business opportunity evaluation 

 
A recurrent theme throughout the interviews centred upon the role of information in the 
business evaluation process. Specifically, issues relating to the information provided by 
external   parties   (for   example,   franchisors,   accountants   and   financial   advisors),   the 
approaches that individuals adopted in seeking out information, and the use of such 
information   in   evaluating  business   opportunities  were  mentioned  by   a   majority   of 
participant  groups.  Most  franchisee  experts  reported  that  potential  franchisees  were 
provided with more information than would be available to independent operators. In 
particular,  most  suggested  that  franchising  was  more  transparent,  and  provided  more 
detailed information to potential entrants as it had a ‘structure behind it’. In comparison, 
assessments of independent businesses were limited to the information provided in ‘one-to- 
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one’ interactions, which provided potential for the withholding of full information. Thus, a 
strong  majority  of  experts  suggested  that  the  availability  and  quality  of  information 
available to prospective franchisees was better than that available to entrepreneurs 
investigating fully-independent business opportunities. In addition, successful franchisees 
appeared to consider that they had access to more information (from a variety of system 
specific and external sources), than did franchisees within the struggling/failed group. For 
instance, one successful franchisee commented: 

 
‘I had a look at [franchise name] for a couple of years. I consulted with 
lawyers and accountants, but thought that they were a little blasé about it 
all. So I went and talked to some other franchisees in the system. Got all the 
information and went ahead.’ (Franchisee, successful) 

 
In comparison, one former franchisee said, 

 
It gets quite confusing…who to talk to that has a good idea of the business. 
Sure, you can see figures, but it would have been nice to get some more 
guidance before jumping in.’ (Franchisee, exited) 

 
A   similar   pattern   was   evident   in   relation   to   how   successful   and   struggling/failed 
independent business operators appraised the availability of information in the pre-entry 
stages of business ownership. For example, 

 
‘I got a lot of information and did a lot of research. Really I was guided by 
my lawyer, but I also engaged a retail consultant to really look into what 
[the independent business owner] did before buying his business.’ 
(Independent, successful) 

 
And, 

 

 
‘Didn’t know what I was getting myself into.  I got some profit and loss and 
balance sheets, but there really wasn’t a lot to work with. I really didn’t 
know much before I took the job as General Manager.’ (Independent, 
struggling) 

 
Summary of themes 1 and 2 

 
The interviews revealed that the conduct of adequate levels of due diligence is primarily a 
function of the effort that a small business entrant was willing to exert during the business 
evaluation phases. Although business experts and franchisors emphasised the need for 
individuals  to  conduct  adequate  due  diligence,  they  agreed  that  this  was  not  always 
observed in reality. Many prospective franchisee entrants failed to seek external advice and, 
hence, fully examine the range of operational issues associated with entering the franchise 
system. Successful franchisees believed that sufficient information was available to them, 
spent  considerable  time  in  researching  the  business  opportunity,  sought  considerable 
external guidance and were actively (and personally) involved throughout the evaluation 
phase.     On  the  other  hand,  struggling  or  failed   franchisees  believed  that   available 
information was insufficient, tended to adopt a narrow view of franchise operations 
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(for example, focus on projected turnover of franchise unit), underutilised (or even 
discounted) independent external advice and would over-emphasise the importance of (and 
advantages associated with) entering small business over and above other pre-entry 
considerations. In comparison, successful independent business operators generally 
possessed greater knowledge of the industry in which their business was to operate and had 
better access to both formal and informal business networks than those independent small 
business owners who were struggling or who had exited from their business. 

 
2.4.3 Theme 3: Individual characteristics of business owner 

 
Prior business and industry experience of business owner 

 
During the course of the interviews, it became apparent that the degree of due diligence 
conducted by potential small business entrants was predicated upon the extent of their 
prior business experience which directly impacted their ability to seek advice from a variety 
of informational sources. For example, 

 
‘All business owners need to know what they are getting into…Let me say, if 
you are going into business, and you do it without proper due diligence, you 
could have trouble.   And most people don’t. I mean, you have to get the 
right information, but some people can’t do this, they just don’t have the 
experience to find the right people to talk to.’ (Business expert) 

 
Moreover,   a   majority   of   franchising   professionals   and   franchisors   believed   that   a 
franchisee’s  ability  to  conduct  adequate  due  diligence  enabling  the  procurement  of 
sufficient amounts of ‘timely, relevant and meaningful’ information was a function of prior 
business experience and experience in the industry in which their franchise operated.  For 
instance the following comment is consistent with the majority of responses given by both 
(franchising) business experts and franchisors. 

 
‘We all know how important it is for people to understand what they are 
getting into, I mean  due diligence.  But now all people are created equal in 
this regard.   I mean, the experience you have in running a business really 
acts as a ‘point of reference’ for what to ask about. Same thing goes for 
experience  in  the  industry.  If  you  don’t  possess  that  experience,  you 
probably don’t know what information you need…or you are not getting.’ 
(Business expert) 

 
When considering the role of business experience (that is, experience in franchising and 
industry experience) in the context of franchising, clear distinctions between successful and 
struggling/failed  franchisees  emerge.  In  particular,  a  majority  of  interviewees  in  the 
successful cohort reported having considerably more system-specific and industry-level 
experience than those franchisees in the struggling/failed group. Although higher levels of 
franchising experience (between 4.5 and 18 years) reported by the successful group may be 
a reflection of their continued tenure in the system, noticeably higher level of industry- 
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specific experience existed within the successful franchisee cohort. In particular, most 
struggling/failed franchisees revealed that they had experience in a number of unrelated 
industries, with all (but two) only owning a single franchise during their entire careers. For 
instance, one struggling franchisee commented, 

 
‘This was my first exposure to franchising. I had run a host of businesses 
over the years, anything from clothes retail to gyms … but this was my first 
foray into [franchise brand]. We outlaid a total of $300,000 and had to sell 
for $120,000 a couple of years later. Franchising isn’t all it’s cracked up to 
be, but I have learnt a lot about it.’ (Franchisee, struggling) 

 
In comparison, one successful franchisee commented, 

 
‘I’ve been into fitness in one way or the other my whole life.  Moving into 
[franchise brand name] seemed an obvious direction.  Sold my interests in 
personal training placements and went into the franchise which is a niche 
market halfway between a gym and personal training service.  I had some 
great contacts in industry, so it was easy for me to evaluate the business 
and  run  some  numbers  with  corporate  clients  of  mine  in  schools  and 
hospitals like rehab for people finishing their physio programmes. I suppose 
my experience counted for a lot because I knew about the pitfalls and which 
clients  were  high-value  propositions  in  the  industry.’  (Franchisee, 
successful) 

 
Similar results were evident when considering both successful and struggling/failed 
independent business operators. In particular, successful independents reported having 
extensive business experience, both in terms of managing fully-independent businesses and 
within the industry-context in which their current business operates. Although just under 
half of the interviewees reported having experience in two (distinct) business contexts, a 
strong majority of respondents reported having industry-specific experience (in both 
independent and corporate roles) over an extended time period (ranging between two and 
six years) prior to entering into their current business arrangement. For example, 

 
‘I probably have around 20 years’ experience in nutrition in a variety of 
roles.  I saw an opportunity and spent a fair bit of time researching before I 
took the plunge. I really had this concept in my head for a number of years, 
so once I found the right location I started a natural health food centre.’ 
(Independent, successful) 

 
In addition, successful independent business operators appeared to be able to successfully 
leverage the business experience of others (that is, friends and family), particularly that 
experience relating to the industry in which they chose to enter. For instance, 

 
‘My father ran businesses in ice-cream for about 25 years or so. I worked 
with him for a while, but I didn’t truly know everything about it. He was 
instrumental in the decision to set up [independent business name]. There 
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was  no  need  to  re-invent  the  wheel,  you  know,  experience  is  a  costly 
teacher, so I saved a lot by listening to him.’ (Independent, successful) 

 
In comparison, just over half of the independent business owners that were struggling or 
had ceased trading reported having a number of (often) unrelated working roles, with most 
starting (or purchasing) an independent business in an industry that was unrelated to their 
previous employment roles. For example, 

 
‘Look, I had a background in a few areas…most recently being manager of a 
local  real  estate  office,  so  I  probably  knew  more  about  property  than 
running a Deli.’ (Independent, struggling) 

 
Education 

 
Although the interview data revealed little difference in the education levels of successful 
and struggling/failed franchisees, some notable distinctions were observable in the fully- 
independent businesses owner groups. In particular, successful independent business 
operators possessed notably higher levels of education, with over half of the interviewees 
completing  business   diplomas,   undergraduate  business   degrees  and/or   postgraduate 
studies (e.g. MBA). In comparison, the highest level of educational attainment of individuals 
in the struggling/exiting cohort included high school, with one reporting completing a 
Certificate IV in bookkeeping, and one completing an undergraduate degree. Importantly, 
some interviewees self-reported their belief in the role that education plays in the business 
evaluation process. For example, 

 
‘Sometimes it is about what you’ve been exposed to and school doesn’t 
really equip you with the tools for business. I have learnt a lot in life, but a 
degree would have helped. It’s about understanding how to run a business 
and who to contact for help.’ (Independent, ceased operations) 

 
Motivations, personality and attitudes of business operator 

 
Another theme that emerged during the course of the interviews pertained to the role of an 
individual’s motivation to enter self-employment. Overall, franchisees tended to be highly 
motivated to enter franchising which was viewed as the most appealing business vehicle to 
allow them to ‘become their own boss’ and take charge of their working careers. Most 
franchisees nominated that they were ‘sold’ on the concept of franchising, as it offered 
benefits associated with training and support, which was perceived as reducing risk in 
comparison to fully independent business operations. For instance, the following comment 
is indicative of a majority of responses, 

 
‘Buying the franchise was an opportunity for me to be my own boss and the 
support that [franchise system brand] provides was key. I wasn’t entirely 
convinced that things would continue on the ‘up and up’, so having a strong 
brand behind me was very important…this is important…I mean, the 
[franchisor name] can get the customers even with a downturn. This is their 
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job  and  its  really  worked…this  franchise  is  supporting  three  families.’ 
(Franchisee, successful) 

 
However, fully-independent business owners appeared to be attracted to starting (or 
purchasing) a business in a specific industry category and possessed a great ‘self-belief’ in 
their ability to succeed in business. Moreover, around half of the independent business 
operators reported a strong belief in their ability to succeed in business, regardless of what 
obstacles were presented. For example, 

 
‘I really enjoy this.  I could not have imagined two years ago that I would 
have a business that turns over $100 million, but it’s about having a drive to 
succeed in an area that you love. I have that kind of personality, you know 
that need to build something by myself.’ (Independent, successful) 

 
However, differences in the internal motivation and personality of franchisees and 
independent owners were revealed when considering successful and struggling/failed 
business groups. In particular, both successful franchisees and independent business owners 
possessed a strong internal-drive to enter semi- or fully-independent business operations. 
However, successful franchisees nominated benefits associated with working independence 
as a primary motivation, while successful independent operators were highly motivated by 
their desire for business growth. In comparison, struggling/failed franchisees revealed that 
these motivations to enter franchising influenced their assessment of the business 
opportunity, with many rapidly entering franchising (that is, through buying a ‘greenfield or 
existing’ franchise) without due consideration. For instance, 

 
‘We  just  wanted  to  be  independent…we just  wanted  in.  There  was  too 
much in the [franchise brand] contract…so unless you are prepared to pay a 
legal solicitor a fortune to read through the whole thing…it’s a tome, not a 
legal document you can understand, really.’ (Franchisee, struggling) 

 
Similar  results  were  observable  in  the  struggling/failed  independent  business  operator 
group. For instance, 

 
‘I didn’t know what I was getting into. I had a great belief in my own ability, 
but the GFC hit us hard.  Probably we could have put in place some better 
strategies for this, but I thought I could make it all happen myself…probably 
should have done some more homework.’ (Independent, exited) 

 
Summary 

 
Generally, the interviews revealed that the individual characteristics of the business owner 
played a pivotal role in the business evaluation process, and indeed, in an individual’s 
attraction to different business model formats (franchising or fully-independent business 
ownership).  Specifically, successful franchisees appear to possess greater experience within 
the industry in which they operate, were motivated to enter franchising so as to realise 
personal  goals   associated   with   working  autonomy,  independence  and   risk-reduction 
(through ongoing training, support and customer acquisition from their parent franchisors), 
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and were more likely to exert greater levels of effort in conducting due diligence prior to 
entering  the  franchise  agreement.  In  comparison,  struggling  or  failed  franchisees  had 
business  experience in  a  wider variety of  (often  unrelated) industry contexts and  (as  a 
result) appear less likely (or able) to conduct adequate due diligence prior to entering 
franchising.  Successful  independent  business  operators  had  more  industry-specific 
experience and were better able to leverage the experience in their personal and business 
networks than struggling/failed operators which appears to directly influence their ability to 
conduct adequate due diligence in evaluating business opportunities.  Moreover, while both 
successful and struggling/failed independent business owners’ self-belief was a capstone 
element in their decision to enter small business, those in the successful cohort appeared to 
be better able to evaluate business alternatives (and have more realistic expectations 
regarding the future management and  growth of the business venture), possibly due to 
higher   levels   of   education   which   may  assist   in   gathering  relevant  and   meaningful 
information when evaluating the merits of alternative business opportunities. 

 
2.4.4 Theme 4: Perceptions of the business contract 

 
Another individual-specific theme raised by most respondents in all groups pertained to 
how well individuals understood the nature of (and in particular their required obligations 
under) their business contracts prior to entering into their business. While most business 
experts agreed that prospective business owners were often unable to fully understand all 
aspects  of  business  contracts,  most  suggested  that  franchisee  contracts  were  more 
structured and had greater levels of transparency which should assist prospective entrants 
in the evaluation stages, more so than in the context of fully independent business 
operations.   However, a total of seven of the ‘expert’ interviewees nominated that for 
prospective franchisees to fully understand their roles and obligations under the terms of 
the franchise agreement, disclosure documentation needed to be paired with regular 
communication with the franchisor. For example, 

 
‘A franchisee needs to understand that when they come into looking into a 
business,   they   must   have   timely   information   from   their   franchisor.’ 
(Business expert) 

 
Moreover, another expert suggested that: 

 
‘The problem is…they [franchisees] don’t know what they don’t know.  They 
think they know all about the franchise agreement or what is going to be 
expected of them…they have to talk with their franchisor and I mean ‘really’ 
talk in some depth.’ (Business expert) 

 
Furthermore, 

 
‘I see people say, well I say, why did you take franchising? You’ve clearly got 
the working capital, why didn’t you just go and buy a clothes shop, a fish 
shop, whatever it is? They say the great thing about [franchise brand] is I 
don’t have to worry about  marketing. I don’t have to worry about  the 



20  

brand. I am going to get all these things taken care of for me…it’s off the 
peg  retailing.  Clearly  they  don’t  understand  the  agreement.’  (Business 
expert) 

 
Similarly most franchisor interviewees recounted examples of how franchisees who were 
evaluating their system often demonstrated that they had little understanding of their 
(expected) roles and responsibilities in the network. For instance, 

 
‘When [franchisor name] instigated a discovery day system, so that the 
potential franchisees come up to our operations and spend a day in the life 
of a franchisee and they get to experience it…some say, hey I never realised 
we had to sell?’ (Franchisor) 

 
When considering both  successful and  struggling/failed franchisee groups, the  interview 
data revealed that successful franchisees most often possessed a thorough understanding of 
the franchise contract, with most considering it to be both fair and equitable. For instance, 
when asked whether franchising matched their expectations, most agreed that their 
experience was consistent with what was communicated to them by franchisors, in the 
disclosure documentation and franchise agreements. The following comment is indicative of 
a majority of successful franchisee responses. 

 
‘Q. Did coming into franchising meet your expectations?  A. Definitely, yes. 
It’s been a really good decision for me. There was actually more in the 
bottom line that was actually displayed to me. I was fully aware of what I 
was getting into by agreeing to the franchise contract and I actually put in 
more effort than was expected and actually grew the business quite 
substantially in the first twelve months.’ (Franchisee, successful) 

 
In comparison, all of the struggling and failed franchisees commented (or inferred) that they 
had not fully understood the nature of the contractual stipulations specified in the franchise 
contract, or that the franchisee agreement did not provide a true representation of what 
was expected and involved in operating their franchise. For example, 

 
‘There   was   a   great   PowerPoint   presentation   that   [franchisor   name] 
presented to me on a number of occasions. It says the best and lowest 
possible price for franchisees. I thought that the agreement reflected this.  I 
focused  too  much  on  how it  was  a  lifestyle  choice.  None  of  us  have  a 
lifestyle, we are not getting the lowest price, it seems like a bunch of lies.’ 
(Franchisee, exited) 

 
However, in the context of shopping centre leases, a different picture emerges. All 
respondent groups identified difficulties associated with shopping centre rent increases 
(which did not accommodate reductions in consumer demand in the context of uncertain 
economic  conditions),  opportunistic  behaviours  of  landlords  and  a  lack  of  franchisor 
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assistance in negotiating appropriate leasing agreements. For instance, one business expert 
suggested that: 

 
‘Franchisees tend to ask for rent abatements or reductions, but landlords 
are not giving any rent relief, they are quite inflexible…rents determined 
before the GFC were extremely high…property values have plummeted, but 
rents haven’t gone down. Lots of franchisees are asking franchisors for help 
with this, but they don’t really get it.’ (Business expert) 

 
Similarly, all franchisors nominated that they were experiencing ongoing problems with 
shopping centre leases, with most suggesting that unrealistic rent increases (beyond their 
control) were encouraging them to seek alternative locations for their franchisees. For 
instance, 

 
‘We look at strip malls and drive through pads. We’ve got a great leasing 
facility now, because it was hard for us to gather enough information about 
likely rent increases...Now, basically if the rent isn’t something we think will 
add up in the equation we just don’t take the site, no matter how good we 
think it is. It’s a lot easier when your rent is right from day one and you 
have enough information to plan for the future.’ (Franchisor) 

 
A consistent picture regarding shop leasing emerges in both the successful and 
struggling/failed franchisee groups. For example, 

 
‘[Franchisor name] hold the head lease so they did the negotiating. It was 
quite a hefty increase in my lease.  They put it up by 27% but in saying that, 
my rent is extremely low. So 27% on a low rent wasn’t a great lot to me 
anyway…but rent is a big issue.  I think in choosing a business rent is a huge 
thing to look for, otherwise you end up working for the centre and would be 
better off working for wages. Not everyone considers this when they first 
get in.’ (Franchisee, successful) 

 
In agreement with the sentiments forwarded in other discussant groups, one exited 
franchisee suggested: 

 
‘The trouble is [Shopping Centre] is horrible. Like, our rents went up 
astronomically.  [Shopping  Centre]  don’t  let  you  get  away  with 
anything…and its rent is a standard each year, so its not linked to a 
percentage of sales. So you estimate as much as you can about how much it 
will cost and rise, but in the end you just don’t know it all before you are in.’ 
(Franchisee, exited) 

 
All successful independent business operators ran businesses from their home premises, 
had purchased premises or favoured renting more affordable shop space outside of 
mainstream shopping centres. Most suggested that commercial leases in shopping centres 
presented too greater risk especially in relation to potential (uncontrollable) rent increases 
at the point of lease agreement renewal. However, many of struggling/failed independent 
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business operators recounted difficulties in terms of paying rents and negotiating rental 
leases.  Many  suggested  that  they  did  not  realise  how  much  power  landlords  had  in 
arbitrarily increasing rents, with three interviewees suggesting that landlords would often 
adopt  this  strategy  to  encourage  them  to  close  or  relocate  their  businesses,  so  that 
landlords could accommodate the requests of other (potential and actual) lessees.   For 
example, 

 
‘Man…I had no idea about  this.    Landlords can do what they like. I lay 
awake at night thinking ‘could I have done this any better?’  I mean, could I 
have planned for this. The answer is “no”, you just don’t know what you are 
getting   into   when   you   sign   the   leasing   agreement.’   (Independent, 
struggling) 

 
Summary 

 
Although many business experts and franchisors suggested that many franchisees and small 
business owners were often unaware of the nature and scope of the business contracts they 
were entering into in their business ventures, most successful franchisees and independent 
business   operators   suggested   that   their   expectations   of     business   contracts   were 
appropriate.  Moreover, successful franchisees appeared to have a thorough understanding 
of the franchise agreement after reviewing disclosure documentation and speaking with 
franchisors and third-party advisors. In comparison, struggling or failed franchisees did not 
appear to fully understand their roles and responsibilities (especially in  relation to their 
sales  obligations)  as  specified  in  the  franchise  contract,  with  some  suggesting  that 
franchisors would  ‘gloss over’ contractual detail, often  painting an  unrealistic picture of 
what was entailed in purchasing and managing the franchise unit. However, all interviewees 
expressed concern in terms of the nature of shopping centre lease agreements and the 
propensity for landlords to act unethically in increasing rent requirements. While some 
franchisors assisted in negotiating (and re-negotiating) lease agreements, all expressed 
concern with their inability to accurately assess likely increases in rents (prior to entering 
their business) which they perceived were beyond their control. 

 
2.4.5 Theme 5: Start-up costs and financial accessibility 

 
All interviewee groups self-identified issues pertaining to the accessibility of finance during 
the pre-entry stages of their business evaluation process. The business experts believed that 
the Global Financial Crisis (GFC) had  impacted on  bank lending policies with a notable 
‘tightening’  of  lending  policies  and  reduction  in  the  number  of  lending  approvals.  For 
example, 

 
‘Sales of businesses are tough at the moment. Not many people can get 
finance to buy or start a business at the moment.’ (Business expert) 

 
However, some business experts described differences in relation to methods and amounts 
of financing in the context of franchising and independent business operations. In particular, 
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‘Independents have…lower initial investment costs and therefore lower 
borrowing costs and repayments. Banks may see this as more attractive, but 
they still haven’t got the brand or support that franchising has.’ (Business 
expert) 

 
And 

 
‘If franchisees have a good franchisor it is more of a buffer for them…it can 
carry them along a bit. Smaller businesses are on their own. They have to 
negotiate with landlords, banks and so on. Franchisees have a better chance of 
getting the finance.’ (Business expert) 

 
In  addition,  a  majority  of  franchisor  interviewees  agreed  that  although  banks  were 
restricting their financing approaches, they would often lend more to franchisees than 
independent businesses. However, half of the interviewees indicated that they were 
cognisant  of  the  need  to  encourage  prospective  franchisees  to  borrow  less  than  the 
maximum amount (presented by banks) in light of current economic conditions and the 
potential for franchisee failure. For example, 

 
‘Well banks are willing to give us more, but we don’t want them to give our 
franchisees any more than 50%...to be honest with you, we are even more 
so now, because we have that luxury. They [franchisees] have got to have 
cash.’ (Franchisor) 

 
When considering successful franchisees’ and independent business operators’ approaches 
to  financing  their  ventures,  clear  distinctions  emerge.  Overall,  successful  franchisees 
reported that they had borrowed significant amounts from banking institutions (which may 
reflect the higher start-up requirements of entering franchising), while successful 
independent  operators  would  tend  to  self-finance  their  own  business  start-ups,  often 
sourcing  private  equity  investment  from  friends  and  family.  Moreover,  independent 
operators recounted difficulties in accessing sufficient finance from financial intermediaries, 
necessitating alternative financing arrangements. For example, 

 
‘I mean, I went through it myself, I don’t know, three or four months ago 
and it was just ridiculous the hoops you have to jump through to get hold of 
money from banks’ (Independent, successful) 

 
And, 

 
Q. So, did you get any finance?   A. Yes…we borrowed the full amount for 
both  stores,  we  used  some  personal  assets  as  security.  The  franchisor 
helped a little too, but like I said, with the sort of money I was earning 
previously, it was a no brainer for the bank.’ (Franchisee, successful) 

 
However, the interview data revealed that a majority of struggling or failed independent 
business operators had accumulated large debts, often utilising personal assets as equity for 
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bank loans.   Most suggested that servicing large amounts of debt was the single biggest 
issue for them. For example, 

 
Q. Did you have to get finance to start the business? A. Yes, I did, just from 
the bank. Even though I make money each year, I had to put it all into the 
business just to survive, so the debt is still there … growing. (Franchisee, 
struggling) 

 
Similarly, all the independent business operators in the struggling/failed group, nominated 
that they had accumulated significant debts (with banks) and suggested that many of their 
problems were associated with borrowing too much money in the boom times (which were 
characterised by fairly relaxed lending policies in the banks). For instance, 

 
‘It’s the big debts that are killing us, because we are not getting that extra 
work or income. We are bumping along, but it’s not enough. We borrowed 
too much in the good times and we are paying for it now.’ (Independent, 
struggling). 

 
Summary 

 
 

While franchisees were often ‘locked into’ entering shopping centres (with large anchor 
stores), successful independent operators chose to work from their homes or rent cheaper 
premises often with little street visibility. In the context of the availability of finance, 
successful franchisees appeared to have significantly lower debt-to-equity ratios than 
franchisees  and  independent  business  operators  who  were  struggling  or  had  failed. 
However, overall, franchise start-up costs were significantly higher than those reported by 
independent business operators. In comparison, successful independent operators seemed 
better equipped to access (lower levels of) private sources of equity from friends and family, 
often after finding it too difficult to source finance from financial intermediaries. 

 
2.4.6 Theme 6: Nature of business relationships 

 
 

A   dominant   theme  in   the   interviews  related   to   how   interviewees  perceived  their 
relationship (either positive or negative) with their business partners. Overall, franchise 
experts highlighted a number of antecedent influences on relationship quality in franchise 
operations. These centred on the role of the franchisor (transparent communication and use 
of appropriate field support staff, leadership, attitude towards franchisees, provision of 
support, innovativeness), the franchisee (innovativeness, local market responsiveness) and 
perceptions on the ‘soundness’ of the relationship (trust, perceived fairness, support 
mechanisms, permitted autonomy at the unit level). For example, 

 
‘Leadership and attitude are absolutely key, and the franchisor has to learn 
that they need to show by doing. There are still too many franchise groups 
who spend most of their time inspecting stores and driving franchisees 
around the twist. Communication is the key.’ (Business expert) 

 
And, 
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‘You have to build relationships with your franchisees. If you don’t get close 
to your franchisee when trust levels are high, particularly at the CEO level, it 
can be disastrous. They [franchisors] need to foster the franchisee’s 
independence and allow them to be innovative, otherwise they will be 
swallowed up by the competition.’ (Business expert) 

 
Moreover, 

 
‘I still strongly believe in the giftedness of the franchisee. Successful 
franchisors of the future will be very, very good at developing business 
acumen…providing a learning environment where business acumen can be. 
Good business relations are not based on walking into a store and taking a 
look at the cake cabinet and then picking on it, it’s about working together 
so everyone [franchisor and franchisee] can provide consistent value to the 
brand.’ (Business expert) 

 
And, 

 
‘They [franchisees] have to really believe in you [franchisor] and that what 
you are doing is for all of us, not just me [franchisor]. You are in it for the 
long-haul.   You have to provide the right sort of support, not just a big 
hammer when things go belly-up, but a way of working as a group so we 
can find out likely problems before they happen.’ (Franchisor) 

 
Similarly, franchisors suggested that the more successful franchise systems were ones 
characterised by an open partnership in which franchisors and franchisees work together to 
meet the objectives of promoting unit profitability and unit growth in the system. In 
particular, a majority of interviewees suggested that they actively designed assistance 
packages for ‘struggling’ or ‘distressed’ franchisees, developed and utilised in-house 
educational programmes (for example, auditing/bookkeeping), and maintained open and 
transparent communication approaches with their franchisee partners. For instance, 

 
‘Okay, if I had a distressed franchise partner that was maybe finding it hard 
to make ends meet, having a cash flow problem or something…I would try 
to put something together,  maybe an  assistance package from us to try 
to find some way to reverse the problem.’ (Franchisor) 

 
Also, 

 
‘It’s about recognising the weaknesses they [franchisees] have. Now we are 
making training free, everybody wants training, which is a great thing.’ 
(Franchisor) 

 
Moreover, 

 
‘So we are in business with our franchisees. A lot of franchisors think here’s 
the business model, here’s what you do, go out and do it…Whereas, we are 
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actually doing some of the work and putting our ‘hands up’ for taking the 
risk of getting that work with them as well. That’s a little bit different and 
what makes a good relationship prosper.’ (Franchisor) 

 
And, 

 
‘Yes we didn’t have a trustworthy relationship…Now we see it as an 
opportunity to cement those relationships and get behind our franchisees 
and work together.’ (Franchisor) 

 
In addition, a strong majority of successful franchisees suggested that the key elements 
fostering  positive  relational  outcomes  with  franchisors  centred  upon  two-way 
communication which was seen to promote trust in the relationship. Moreover, many 
suggested that franchisors that were committed to the well-being of their franchisees 
promoted an open learning environment with reciprocal (and fair) benefits for both parties. 
For example, 

 
‘And when I looked at the business plan and how he [franchisor] was going 
about things, and what infrastructure he was putting in place, you know, it 
all made sense. I do believe there are franchisors and franchisors…this guy 
worries about all of us…I’m not just saying that.  He really knows about me 
and what I am like…what I need.  The big dust up that we had, and it was a 
big one, still didn’t change that. I can honestly say he is a caring, gentle soul 
who allows me to be independent, but with some strings attached – for my 
own good.’ (Franchisee, successful) 

 
Also, 

 
‘One thing that was very nice was that [franchisor name] sent two business 
development managers to come and work with me for three or four days to 
help me while I interviewed and recruited some staff. It makes a difference 
because you feel like, hey I’m not doing it alone.’ (Franchisee, successful) 

 
However, an alternative view of the franchise relationship was provided by three successful 
franchisee interviewees who nominated specific issues and approaches that were currently 
damaging franchise relations in their systems. The following two comments are indicative of 
these responses. 

 
‘I mean specifically the [Franchise Group Name] they are no longer a 
franchise business. They are a corporate entity that is driven by shareholder 
returns and I think they have lost sight of how franchisees ‘fit in’ and that 
these returns are coming from us [franchisee] and how we work together. 
It’s all about sticking to their model, even when it’s broken (Franchisee, 
successful) 

 
Furthermore, 
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‘It has to be a partnership.  I am quite happy for it to be a bit unequal, as 
long as it’s not…unfair.  People are talking at the moment that the attitude 
of [franchisor name] towards us [franchisees] is totally toxic which is 
unacceptable.’ (Franchisee, successful) 

 
Moreover,  just  under  half  of  the  successful  franchisees  detailed  the  importance  of 
autonomy at the local market level. This was viewed as an integral element in promoting 
innovativeness and responsiveness to local market changes. For example, 

 
You know, [franchisor name] provided a lot of support during the GFC…it 
was like a new business approach, more inclusive, but more chance to make 
your own decisions as well.’ (Franchisee, successful) 

 
And, 

 
‘His [new Franchisor] attitude is simply ‘it’s my way or the highway’, you 
know, no room for me to do the things I know in my store and I know I 
understand more about these things that he does at the moment.  So in the 
end, after twelve months of individuals fighting and probably eight of us 
going to lawyers and seeking individual advice…we formed an independent 
association in which 75% of franchisees are now involved and we now have 
lawyers trying to resolve these issues. It’s a basic mistake, don’t take away 
our rights to do what we do best.’ (Franchisee, successful) 

 
In contrast to the successful franchisee group, all franchisees in the struggling/failed cohort 
suggested that their business problems often stemmed from the poor behaviour of their 
parent franchisor which was difficult to remedy given their high level of dependence on the 
franchisor. Salient issues centred on franchisor opportunistic behaviours (such as inflating 
prices of  supplies,  encroachment and  compliance) which  were nominated by  all 
interviewees. For example, 

 
‘Yes, the business had been owned by a lady for 30 odd years and then 
what happened was these  two  guys  owned  the  (State)  franchise  then 
decided to buy out Australia…It was fine, I kept it because I couldn’t afford 
not to, even though I knew what they were getting up to, they were doing 
extremely unethical things, our businesses were struggling, but they were 
selling out of their Head Office and not passing it on to the (franchisees). 
They sent me products when I ordered them each week. That was it. No 
support, no help, I was completely on my own and competing with my own 
franchisor.’ (Franchisee, exited) 

 
And, 

 
‘I sold it back to them because there was no money in it … but because you 
had to source all your products from [Franchisor name], you were paying 
52% each and every week and once you had paid them, there was nothing 
left … they were not committed to making the relationship work and would 
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not listen to any of my ideas on how to fix it [the relationship].’ (Franchisee, 
exited) 

 
Furthermore, the following statement is indicative of a majority of responses pertaining to 
how issues surrounding compliance and standardisation impacted relational sentiments in 
franchising. 

 
‘They never really came into the store unless they wanted to check that you 
had the right product in there. But no help with planning or strategy, just 
about  meeting  the  bare  minimum  standards  without  knowing  anything 
about my customers.’ (Franchisee, exited) 

 
From a review of the data procured from independent business owners, it appears that a 
majority of interviewees in the struggling and failed group perceived that their relationship 
with contractual partners (such as suppliers) was fairly unsupportive. In particular, most 
agreed that the nature of their business arrangement promoted their independence from 
other firms in the supply chain, and as a result, they were unable to extract consistent value 
from their exchange partners. For example, 

 
‘It’s all about us … I mean, we really are alone in this and our performance 
is based almost entirely on how we structure and run our business. Sure we 
had a close working relationship with some consultants, but on the supply 
side we have a fairly loose contract … with [supplier name], but they won’t 
even help us with point of sale … I mean, they don’t see us as big enough to 
invest in us.’ (Independent successful) 

 
And, 

 
‘We should have developed our relationships more, maybe then we could 
have ‘locked-in’ to some of the resellers. But we couldn’t always comply 
with the wishes of our main supplier because it would make it…difficult to 
service all of our customers.’ (Independent, exited) 

 
Summary 

 
 

The qualitative results reveal that issues relating to the nature of business relationships and 
decision-making authority play an integral role in the success of business operations. Within 
the  franchising  context,  the  role  of  transparent  and  open  communication,  field  and 
franchisee support, franchisor leadership, attitudes and empathy, permitted levels of 
franchisee autonomy at the unit level, and the equitable distribution of financial outputs 
were  nominated  as  key  issues  influencing the  quality of  franchise  relationships. 
Furthermore, and given the franchisee’s high level of dependence on their franchisors, how 
franchisors managed these issues either fostered (or inhibited) mutual feelings of trust, 
respect and commitment in the system. Central to these positive relational sentiments was 
how franchisors encouraged franchisees to work independently and the extent of freedom 
they  were  given  in  innovating  and  responding  to  changes  in  local  market  conditions. 
Overall,  while  successful  franchisees  (in  the  main)  detailed  many  instances  in  which 
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franchisors were managing the relationship with their franchisees well, struggling or failed 
franchisees most often perceived the franchise relationship as unfair, often characterised by 
franchisor opportunism. Factors relating to restricting supply, inflating supplier costs, 
encroaching on franchisee territories, forcing inhibitive compliance to set standards which 
limited individual autonomy and innovation, limiting franchisee decision-making autonomy, 
and limiting the provision of (required) training and support were nominated by participants 
in this group. In comparison, both successful and struggling/failed independent business 
owners did not view their contractual partnerships as supportive, with only a small minority 
of interviewees recalling positive relationships with external third-parties such as financial 
advisors and consultants. 

 
2.4.7 Theme 7: Business owner attitudes and ‘quality of life’ 

 
 

Another key issue raised by a majority of interviewees related to how business ownership 
had impacted their personal well-being. While most successful franchisees acknowledged 
that they often worked extremely long hours, often suggesting a lack of any ‘work-life’ 
balance, struggling/failed franchisees routinely reported how their business had impacted 
on their personal health. However, the interview data reveals that around a third of 
interviewees in the successful franchisee group reported being able to reduce their hours in 
recent times as they had been successful in building their franchise unit(s), and reducing 
associated  debt  levels,  and  were  now  in  a  position  to  employ  staff  to  cover  their 
involvement in daily operations. For instance, 

 
‘Q. Are you working in the stores?  A. No, we don’t anymore. Now it’s about 
having a lifestyle as a family because we can afford it. We can pay someone 
around $12 an hour to work in our shop.   I don’t really know what I am 
worth, but I’m … sure I am worth more than being alive and well.’ 
(Franchisee, successful) 

 
In comparison, struggling/failed franchisees mostly reported working long hours and being 
extremely stressed, often resulting in mental health problems and breakdowns in the 
personal and business relationships. Just under half of the interviewees regretted their 
decision to enter franchising. For example, 

 
‘But I’m great with people, but I just couldn’t make it work.  And you know, 
since I’ve lost the business, I’m seeing a Psychologist. I’ve suffered 
agoraphobia, anxiety attacks and depression …  I don’t really understand 
this as I have always been such a strong person. We had two houses, an 
investment property and a good lifestyle. We have nothing now. I’ve gone 
bankrupt and this is after working so hard … so many hours trying to make 
things work … I really regret my decision to buy [Franchise name].’ 
(Franchisee, exited) 

 
Although a range of responses were provided in the independent business operator 
interviewee groups, it appears that successful independent business operators followed a 
similar pattern to that discussed in relation to the successful franchisee cohort. Typically, 
most successful owners would spend considerable time in building their businesses in the 



30  

first 3 to 5 years, after which, many would ‘pull-back’ from day-to-day operations so as to 
accommodate family demands. However, just under half of the interviewees suggested that 
they had been forced to return to working longer hours in their franchises due to slowing 
economic conditions. 

 
‘Work-life balance? This is where I am getting to know, more of a balance. 
My kids and family are camping this week so I went there yesterday to help 
them set up a tent, but I still had to tell them that I am racing back to a 
meeting in Sunbury.  But I can see that the hours will cut down soon, I have 
employed a good manager and I hope to reap the rewards from the last 
few years.’ (Independent, successful) 

 
And,  

 
‘Work-life balance is ‘all out of kilter’ now. I work 85-90 hours a week at the 
moment … bring in staff for a respite, a sanity break and will go away for a 
few days.   They are all working more now because we had to cut back on 
staff during the GFC. It kind of changed everything.’ (Independent, 
successful) 

 
In   comparison,  struggling/failed   independent  business   operators   reported   high   (and 
ongoing) levels of stress, which were, in the main, due to perceptions that they were unable 
to extract basic wages from working in the franchise. Many reported that these financial 
pressures had resulted in the adverse family pressures and they regretted their decision to 
enter their business arrangement. The following two statements are indicative of a majority 
of struggling/failed independent business owner responses. 

 
‘I’ve worked for five years for … nothing as far as I can tell.  Not to mention 
the pressure it has but on us at home … it ferments … if I hadn’t been 
fortunate enough to meet my wife, you know, 33 years on, I don’t think 
anyone else would have put up with this. But even so, I have said to her 
recently, I think you would have been better off divorcing me … I’m not a 
good provider.’ (Independent, struggling) 

 
And, 

 
There is a lot of pressure on us … a lot of pressure. You tend to get a bit 
edgy with each other because of the stress it puts on you. I mean, its not 
providing us with a future. We’ll go on as long as we can but we are tired. I 
am 64 this year … we need to get out.’ (Independent, struggling) 

 
However the cross-group interview data revealed interesting patterns between a business 
owner’s personality and their resultant perceptions of the work and life balance afforded by 
their business. In particular, successful franchisees and independent business owners 
appeared to share a belief in their own abilities to deal with business-related problems in a 
positive and proactive manner. In particular, these individuals tended to believe that they 
were in control of business outcomes and they would often spend time in developing and 
refining  their  business  strategy to  accommodate their  predictions  about  how  external 
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pressures (such as competitors or the GFC) would likely impact on the operation of their 
businesses. Moreover, many of these interviewees developed and utilised multiple-level 
strategies in their business operations focusing on local area marketing, promotional 
discounting,  government  assisted  staff  training  programmes,  and  product  and  service 
delivery efficiencies. For example, one successful franchisee commented, 

 
‘I came to the conclusion years ago that work is life and therefore I am 
always in balance.  It sounds a little trite, but if you think about it a little bit, 
everything you do in life you work at and you can control to a great 
extent…work, relationships…its more about how you manage these 
relationships  and  if  you  plan  for  a  positive  outcome,  then it  is  in  your 
control to make it happen.’ (Franchisee, successful) 

 
Moreover, 

 
‘So we have driven average sale, we monitor it, we communicate it, and we 
have a culture in place that it’s not about what you achieve, its about your 
growth in that aspect you have an opportunity to grow your average sale 
no matter what shift you are on.’ (Franchisee, successful) 

 
And, 

 
‘We are always talking about what is going to make sense going ahead 
with our local store marketing. Going back to [Franchisor name]’s strategy 
…  they  have  always  been  involved  with  the  local  community,  always 
donating to school fetes, businesses of the week- booked out to February or 
March next  year  …  recently  [Franchisor  name]  did  a  ‘cappuccino  for  a 
cause’  where 50  cents  from  every cappuccino  sold  goes  to  a  particular 
charity … so the lesson is you have to be proactive if you are going to win 
against the competition and be seen as a good corporate citizen and that is 
at the national and local levels.’ (Franchisee, successful) 

 
Similarly, one successful independent business owner suggested that, 

 
‘We invested a lot in advertising, which seems counterintuitive given the 
conditions [GFC]. But it built our reputation and with our ‘text the customer’ 
programme, we have not only built our prospect list, but also kept our 
existing  customers.  It’s  about   being  confident  in  your  own  strategic 
direction, no matter what’s happening around you.’ (Independent, 
successful) 

 
In comparison, a majority of struggling/failed franchisees and (to a marginally lesser extent) 
independent business owners tended to focus on the detrimental impact of external 
conditions on their business operations. In essence, a majority of individuals in these groups 
considered that success or failure in business was largely due to economic conditions, rising 
competition, inhibitive regulation and/or inherent problems with their business model. 
Furthermore, both franchisees and independent business owners that had subsequently 
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exited from their business, would routinely detail how they felt enormous ‘pressure’ from 
external factors (for example, reductions in consumer spending due to the GFC, increasing 
royalty contributions, excessive rents) which, in effect, negated their ability to operate their 
business in a sustainable manner. For instance, one exited franchisee commented, 

 
‘Well, they are not forgiving if you say ‘Well, I didn’t pay you this week 
because I didn’t make enough to cover the shop rent’. It’s kind of out of 
your control.  How can we keep it all going when customers aren’t coming 
in. I’ve thought a lot about this and I don’t believe that anything I could 
have done would have made a difference.’ (Franchisee, exited) 

 
Similarly, 

 
‘We  don’t  make  any  changes  to  our  strategy.  To  be  honest,  we  can’t 
influence people visiting our area. I just have to work longer hours to keep 
the doors open.’ (Independent, struggling) 

 
However, three of the struggling independent operators did show some proactivity in 
developing local area campaigns, although the strategic intent of such initiatives were not 
always clearly communicated and often appeared to be made on an ad hoc (reactive) basis 
to recognised external pressures. For instance, 

 
‘I saw what [competitor’s name] was doing … so I asked for referrals so if 
somebody, if I put it on the card … for every three cards that I get back with 
your name on it that you referred that person, you will get half price … I 
basically just give a reward.’ (Independent, struggling) 

 
Summary 

 
While all interviewee groups (franchise and independent) nominated that their preferred 
work-life   balance   was   often   difficult   to   maintain,   both   successful   franchisees   and 
independent business operators appeared better able to manage work pressures and work- 
related  stress.  Indeed, most  of  the  interviewees in  these  groups  maintained  a  positive 
outlook towards their business and had a great self-belief in their ability to manage their 
business, regardless of (often radical) changes in external conditions. These groups tended 
to adopt comprehensive (and ongoing) approaches to strategy development, often involving 
multiple stakeholder groups in their industry or wider community. In comparison, many of 
the struggling and failed franchisees and independent operators abrogated personal 
responsibility when explaining difficulties associated with the business. Most regretted their 
decision to enter their businesses and often lacked confidence, and felt ‘powerless’ in their 
own ability to sustain their business operations. 

 
2.4.8 Theme 8: Market-level approaches to business management 

 
Another dominant theme to emerge from the interviews concerned the role of innovation in 
business operations and development, which was noted as particularly relevant in periods 
of economic uncertainty. While all interviewee groups nominated that business innovation 
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was dependent upon the personal characteristics of the business owner and was a function 
of  the nature  of  business  partnerships (with  the franchisor and  other business 
stakeholders), most suggested that it was dependent on the scope of business adaptation 
and approaches taken to customer and staff management. In particular, business experts 
suggested that the attitude of franchisees often played a significant role in innovation in 
franchising systems, however, it was still reliant upon how franchisors fostered innovation. 
For example, 

 
‘Innovators will come out of it [the GFC] in much better shape than people 
who just hold to the norm. I think it’s the franchisees that come into the 
brand with a passion or a love for the brand which makes the difference on 
how they manage change.’ (Business expert) 

 
And, 

 
‘In systems where the franchisor has a bunker mentality and the franchisee 
doesn’t we are seeing huge compliance issues.  Franchisees are doing what 
they  believe  is  right.  If  there  is  no  leadership,  they  are  forced  to  do 
something themselves … be innovative in their role.’ (Business expert) 

 
Franchisor interviewees shared similar sentiments, although many equated innovative 
behaviour with customer responsiveness. In particular, a majority of franchisors believed 
that franchisees that had the right ‘temperament’ and were ‘customer focused’, tended to 
be more innovative in managing staff and in the delivery of products and services. The next 
three quotations are broadly consistent with a majority of responses. 

 
 
 
 
 
 
 
And, 

‘Some of the guys out there have a hand full of brochures and they will go 
and talk to real estate agents, they will go and talk to builders. They have 
the right attitude to succeed through developing relationships with people.’ 
(Franchisor) 
 
 
 
‘They have a good attitude with customers. Customers like them, that is 
another quality you see. You get good feedback from our customers on 
their feedback forms. Their attitude and how lovely they are … people enjoy 
working for them … they are thoughtful communicators.’ (Franchisor) 

 
Moreover, 

 
‘The successful independents and franchisees are the ones who train staff 
themselves … by the business owners.’ (Franchisor) 

 
In addition, all successful franchisees self-reported that an emphasis on the customer was a 
focal part of their business strategy. In addition, a majority of interviewees suggested that 
appropriate staffing (that is, recruitment, training and performance systems) was an integral 
element in their approaches to innovation in their franchise unit. However, the degree of 
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innovativeness was dependent upon conditions detailed in the franchise agreement. For 
instance, 

 
‘That’s what I say to my staff, the hardest thing is getting them [customers] 
in the door. Once you have them you need to look after them or they are 
not going to come back. A good operator definitely has a better attitude 
and will be creative in working around problems … It takes 150% of your 
time, customer service and training … I’m not kidding.’ (Franchisee, 
successful) 

 
Also, 

 
‘(Name) has taken over now … and she is more customer focused and I was 
more systems’ focused … I think she knows every customer and every 
customer knows her … gives more room to problem-solve.’ (Franchisor, 
successful) 

 
And, 

 
‘You have to communicate with your staff and customers.  We try to do this 
well, but you have to know your limitations … personal and what you are 
permitted to do in [franchise system name].’ (Franchisee, successful) 

 
However, in comparison, struggling/failed franchisees mentioned little in relation to their 
role in the business innovation process. Some suggested that this was the role of the 
franchisor, while others believed that the nature of the franchise agreement curtailed any 
potential for them to engage in significant innovative behaviours in their franchise unit. In 
addition, most self-identified that they were ill-suited to the franchise concept and dealing 
with customers. For example, 

 
‘As I said before, I was probably the wrong person to go into this franchise. 
Too many years running a business.  State Manager for Queensland and that 
was 20 years ago.  I was a little too independent and it was hard to work in 
the constraints of the contract.’ (Franchisee, exited) 

 
When considering both successful and struggling/failed independent business operators, 
there was clear evidence of most adopting proactive and innovative behaviours in managing 
their businesses. However, successful independent business owners appeared more highly 
motivated and were more positive in their outlook to being innovative with their staff and 
customers. They were often willing to try new approaches to capture new customers and 
retain existing clients, and would routinely ‘benchmark’ their performance within industry, 
national and international contexts. For instance, 

 
‘You have to be constantly looking for alternatives. We were doing mail 
outs by email and doing leaflet drops and were trying new foods to get 
people  in.  You  know  when the  business  is  quiet, you  just  can’t  rest  on 
your laurels, you must act and do something.’ (Independent, successful) 
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And, 
 
 
‘We just started building our community involvement which really builds a 
good sense of loyalty to our brand. We sponsor local sports teams and state 
sports teams … and that has made an incredible difference for us.’ 
(Independent, successful) 

 
Also, 

 
‘[In response to  the new Workplace Guidelines regarding a  minimum  of 
three hours] So that’s when I offered them the school-based traineeship, 
where they could come in and they were really only taking half a day off 
school a week starting at 1pm and I was able to plug each of those staff on 
a particular day … Those staff have turned into team leaders for me, so in 
that respect I haven’t had to do any more hours myself, because I have 
fabulous staff, who I reward for their efforts.’ (Independent, successful) 

 
In comparison, struggling/failed independent business owners appeared to perceive their 
business negatively and while focusing on some innovative initiatives, reported that many 
did not work as expected. As opposed to the successful group, many of these approaches 
appeared to be made on an ad hoc basis, often not as part of an overarching strategic 
direction for the firm (or consistent with the intended market positioning of the firm). For 
instance, 

 
‘Catering  –  put  on  new  caterers,  didn’t  work.  Changed  to  a  different 
catering system which is working well now, but took several months to get 
there. Changed marketing, created a brand, changed name of shop to 
[Independent business brand] and remade website and events. It’s a ‘big 
ship’ with a small rudder. Everything takes too long.’ (Independent, 
struggling) 

 
Furthermore, 

 
‘I know I should have been investing in my staff, but I had to cut back. I’m 
doing the work myself even though I know it will be hard to replace them in 
peak season.’ (Independent, struggling) 

 
Summary 

 
Overall, all respondent groups acknowledged the importance of customer orientation and 
staff management in being innovative in both franchised and independent business 
operations. While successful franchisees focused on innovative approaches to recruiting and 
retaining customers and managing staff, their level of local market responsiveness was 
somewhat dependent upon the guidelines provided in the franchise agreement and the 
degree of flexibility afforded to them by their focal franchisors. While independent business 
owners did not have the same degree of contractual or relational constraints placed on 
innovative behaviour, members in the successful cohort clearly displayed more 
comprehensive    approaches    to    innovation    in    their    businesses.    In    comparison, 
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struggling/failed franchisees and independent operators appeared to hold negative beliefs 
about their capacity to innovate and would often adopt ad hoc approaches to local market 
adaptation in reaction to external events. 

 
2.4.9  Theme 9: Specific issues centring upon business survivability in periods 
of economic uncertainty 

 
 

Although  many  of  the  themes identified  above  were  discussed  by  interviewees in  the 
context  of   the  current  Global  Financial  Crisis   (GFC),   specific  issues  relating  to   the 
sustainability of enterprises in periods of economic uncertainty were also raised in this 
qualitative stage. Overall, business  experts suggested that  businesses in  ‘niche’ markets 
were more likely to survive (and prosper) in the GFC due to their emphasis on targeted 
customer management. Indeed, many suggested that the GFC had forced many business 
managers  to  adopt  more  innovative  approaches  to  product  procurement  and  service 
delivery. However, overriding concerns related to the impact of external issues on business 
strategy, such as delayed up-grading of shopping centre facilities and difficulties in accessing 
reliable third party advice (such as lawyers and financial consultants). One particular area 
mentioned  by  a  majority  of  experts  related  to  the  lack  of  support  for  independent 
businesses, which was less of an issue in franchise operations. The following quotations 
provide insight into the types of issues raised by business experts. 

 
‘Due to the GFC, there is a significant increase in instability , an inability to 
plan more than six months in advance, impact of the failure of long term 
projects which I have no doubt will continue, delays in product supply and 
hold-ups in manufacturing.’ (Business expert) 

 
And, 

 
‘Now I am picking up suicides and health problems from this…GFC…but I 
can’t quantify this.’ (Business expert) 

 
Furthermore, 

 
Independents have no support in the GFC. They have just bunkered down to 
control costs, releasing staff … In a good franchise they have proper 
strategies for this.’ (Business expert) 

 
Moreover, 

 
‘Leadership issues in franchising become paramount when there are levels 
of stress like we see in the current recession.’ (Business expert) 

 
Also,  

 
Because of the GFC, they are all having to sell differently. I see it every day 
… new products being brought in, promotions on existing stock.’ (Business 
expert) 
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And, 
 

‘I’ve seen a lot with regard to this economic downturn … sure the 
discretionary spend has plummeted, but I still believe that if you have 
excellence, however you define it, it’s attitude and all those things, you will 
still win and I see a lot of franchises doing just that.’ (Business expert) 

 
The main issue relating to the impact of the GFC from the perspective of the interviewed 
franchisors centred on the types of industries in which the franchise system was operating. 
In particular, service firms appeared to be doing well (such as coffee), achieving consistent 
growth, regardless of the prevailing economic conditions and somewhat contrary to what is 
expected on the basis of past experience (that is, customers often cut-back on utilising 
services in periods of economic uncertainty). However, the cost of services appears to be 
another factor related to service sector performance, with high cost services (such as 
domestic travel) being hit particularly hard and low-cost convenience services continuing to 
grow (for example, fast food restaurants). For instance, 

 
‘We have stores all over the state, but the tourism areas like the Gold Coast 
and Cairns are doing it particularly tough now.’ (Franchisor) 

 
And, 

 
‘With the GFC it’s about being conservative and being willing to work, 
especially if you are a sole proprietor, and this is franchisees … and what I 
have told them is just get out there and  work hard, because we just don’t 
know what is around the corner.’ (Franchisor) 

 
In addition, 

 
‘The stores that are performing well are still performing well because these 
franchise partners have good operations. They do their own marketing or 
become really good members of their local community and they create 
regular guests who keep coming back. If they get into trouble, we have the 
systems in place to help.’ (Franchisor) 

 
While  most  successful  franchisees  acknowledged  that  they  had  felt  the  effect  of  the 
economic downturn from either the supply- or demand-side, most agreed that they were 
still growing their businesses, often with the assistance of their franchisors and/or business 
consultants. A small minority suggested that the downturn was being felt more in some 
localities, however no consistent pattern (regional, rural, metropolitan) emerged in this 
sample. Again, many low-cost services appeared to be doing well in the current economic 
conditions, while the sale of physical goods (via retail and manufacturing) had declined.  For 
instance, 

 
‘Yes … I have felt the impact of the GFC. I’ll give an example, for the year to 
the end of June, across the network of Queensland, their comparative sales 
were down 6.7%, or something to that effect. But in [regional locality], we 
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grew by 13% and here we came out awash.  Are we seeing an impact?  I 
think we are now and we will going forward.’ (Franchisor) 

 
Also, 

 
‘And people at the end of the day can still afford a coffee.  They can find $4, 
go and sit and have a coffee. It’s the done thing now when you want to 
meet   someone,   ‘Meet  you   for   a   coffee   ’…   it’s   a   cultural   change.’ 
(Franchisor, successful) 

 
And, 

 
‘Q. Has the GFC affected you?    A. No not for us … we operate a niche 
business and if I didn’t turn on the TV, I wouldn’t even know there was an 
economic downturn. In the past three or four years, we have made more 
money than over the past decade.’ (Franchisor, successful) 

 
Moreover, 

 
‘Yes, the GFC affected us greatly and what we have done here, in particular, 
to keep our sales and grow the business is introduce a $2 day. We have 
turned that around to be a major success. [Franchise name] has been really 
supportive, really good. They have actually reduced their marketing fund by 
3%, we had sales driving seminars to talk to other franchisees about things 
that have worked for them … and I have a business consultant providing 
some ideas as well.’ (Franchisor, successful) 

 
However, struggling/failed franchisees revealed that the GFC had a profound impact on 
business operations, profitability and business continuance.  Indeed, many would apportion 
the poor performance (or failure) of their franchise units solely on the prevailing economic 
conditions. For example, 

 
‘It's impacted so much. The outcome really was that the top line dropped … 
That affected the franchisor as well but he still gets his 11%. The bottom 
line is there is only so much that you can cut-out.’ (Franchisee, struggling) 

 
And, 

 
‘Income  is  really  down  and  sales  have  dropped. The  Centre’s quiet  and 
while customers are here we don’t seem to be able to capture them, so the 
economy is not in a good place at the moment … hasn’t been for 5 to 6 
months.   Our  numbers   are  really  down   on   what   we  did   last   year.’ 
(Franchisee, struggling) 

 
In addition, 
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‘Q. Has the GFC impacted on your business? A. Massively. I’m losing about 
$1000 a week in [regional locality, QLD] and I’m not making the GST in 
[regional locality, QLD] so every quarter I am having to put my own money 
in just to pay the GST and the tax … I’m just thinking of walking at the 
moment. That’s the question you have to ask yourself – can I keep doing 
this?’ (Franchisee, struggling) 

 
Furthermore, 

 
‘The business was working quite well and then all of a sudden the economic 
downturn hit. I felt financially I was running the business fine … I didn’t feel 
the ramifications of it for at least a year after that and its only the last six to 
twelve months where it has been really, really slow. I really believe that the 
financial crisis has hit small business hard.’ (Franchisee, struggling) 

 
Finally,  

 
‘We did go through that time [GFC] and while I was there, it was pretty 
depressing. We saw a lot of people walk out of their stores and walk out on 
their livelihoods.’ (Franchisee, exited) 

 
Successful independent business owners, in the main, did not perceive that the GFC had 
impacted on their operations to a large extent. In fact, most of these individuals believed 
that they had benefited from people ‘downsizing’ their spending to low-cost services (for 
example, coffee shops, cake retail, hairdressing salons). Interestingly, many possessed a 
positive attitude to the GFC, believing that it was a normal course of events, and expected 
the economy to improve in the near future. In addition, many suggested that small changes 
in their promotional marketing approaches had maintained (and slightly improved) the 
number of customers frequenting their establishments. For instance, 

 
 
 
 
 
 
 
And, 

‘For the lunchtime trade, before the economic crisis, people would order an 
entrée, a glass of wine … but after the downturn they don’t do this, so we 
introduced our $7.50 meal  which is  really  popular.’ (Independent, 
successful) 
 
 
 
‘I have to admit that I haven’t felt any impact [from the GFC] and I know a 
lot of other practitioners in the same boat.’ (Independent, successful) 

 
Also, 

 
‘I set up in the middle of it and I knew it would be tough … but I knew that it 
won’t last forever and we are doing well regardless.’ (Independent, 
successful) 

 
Furthermore, 
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‘You know, my motto is that if you get through the GFC, you’ll have a much 
smarter operation and be a better business person … you’ll have a stronger 
business structure that will reap rewards after it is all over.’ (Independent, 
successful) 

 
Lastly, 

 
‘I think if I hadn’t restructured [moved to a home-based model], we would 
have suffered. But  by  reducing my overheads, I have been able to offer 
some really attractive incentives and the business is doing well.’ 
(Independent, successful) 

 
However, in comparison, the struggling/failed independent business owners believed that 
the uncertain economic conditions had a profound impact on their businesses, which were 
often  viewed  as  being  very  successful  prior  to  the  economic  crisis.  Most  interviewees 
believed that the GFC impacted businesses, regardless of the industry they were in. The 
following quotes provide a snapshot of the main issues raised in this group. 

 
‘Then  …  we  had  the  crash.  Now  the  crash  didn’t  impact  on  a  lot  of 
businesses, but unfortunately for us, by then we had become an agent for 
[Independent Holding Company]. We took that over in 2006. I invested 
around $300 000 into that. When the crash happened in the first week of 
September I was told that [Independent Holding Company] would not buy 
any scrap metal of any description. I sold everything I could, but how do you 
shift 1 000 tonne in two days?’ (Independent, struggling) 

 
And, 

 
‘So I tried to carry everybody until Christmas, but it just got worse … went 
from $120 000 to nil. I couldn’t even give it [the business] away.’ 
(Independent, exited) 

 
Furthermore, 

 
‘… we did reduce our loss each year and we did have what I saw as  a 
sizeable turnover, we were turning over around $120 000 to $130 000 a 
year. It’s just that in the awning business its hard to bump up the margins 
because you have new competitors entering every day.’ (Independent, 
exited) 

 
Also, 

 
Q. Did the business meet your expectations?    A. Yes it did, except the 
economic crash really threw us, because we were just starting to take off in 
2008. The October of 2008 we were 85% full and we through ‘this is great, 
this  is  how  it  is  going  to  be  and  it’s  great’. Then  overnight  the  phone 
stopped ringing, emails disappeared. We’d pick up the phone to see if it 
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was still working…I’m not joking.  We went down to 35% because see ours 
aren’t  long  bookings  and  they  ring  up  and  don’t  book  six  months  in 
advance. Then we tried a few things, but people weren’t listening.’ 
(Independent, struggling) 

 
Finally, 

 
‘There is no help for business by the government.  Should have some sort of 
financial support. We are down by $100 000. Have had to borrow from 
family and friends on their credit cards.’ (Independent, struggling). 

 
2.5 Overview of salient themes 

 
Figure 2.1 below depicts the conceptual model derived from the thematic analysis of the 
qualitative interviews with five respondent groups, namely, business experts, franchisors, 
successful   franchisees,   struggling/failed   franchisees,   successful   independent   business 
owners, and struggling/failed independent business operators.  The model categorises 
themes into   both   pre-entry  business   issues   and   issues   centring   upon   post-business 
ownership. The relationships espoused in the model reflect the relationships (between 
identified themes) elucidated by interviewees during the course of the in-depth interviews 
and were empirically tested in Phase 2 of this research. 



 

 
 
Figure 2.1 

 
Figure 2.1 
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3: Phase 2:  Quantitative survey and results 
 
 
 
 
 
3.0     Introduction 

 
The following section of this report outlines the results of a quantitative data collection 
phase which involved survey administration to four distinct groups of respondents i.e. 
franchisees (survivors), franchisees (failed), independent business owners (survivors) and 
independent  business  owners  (failed).  Four  surveys  were  developed  for  each  of  these 
groups.  While the surveys all measured identical variables, the wording of some questions 
was  changed  slightly  to  reflect  the  context  of  the  specific  group  being  measured.  All 
questions were presented as Likert-type statements where respondents were asked to 
indicate their level of agreement with each statement.  Responses were gathered via a six- 
point Likert scale presented as follows:    (1) strong disagree (2) moderately disagree (3) 
slightly disagree (4) slightly agree (5) moderately agree and (6) strongly agree.  In addition, 
(7) “not applicable” was included to enable respondents to opt out of the question where it 
was not relevant. The surveys were administered via an online questionnaire which resulted 
in  1,186 fully completed responses.    The final data  set  represented the four groups as 
follows: (1) franchisee survival group (n = 213), (2) franchisee failed group (n = 188), (3) 
independent survival group (n = 550), and (4) independent failed group (n = 235). 

 
For the purposes of clarity, the results are presented in five sections.  The first section gives 
a detailed account of each of the four samples in terms of their demographic make-up.  In 
section two, the results pertaining to what are labelled “Pre-Business Ownership” variables 
are presented and these include measures of business acumen, motivations, personality and 
attitudes.     The following section (section three) presents results associated with “Pre- 
Business Information and Resources” which includes variables such as due diligence, 
information availability, information quality, information usage, contractual understanding 
and access to finance.  Section four moves onto measures that are relevant during operation 
and these are labelled as “Business Operational Factors”.   This category includes business 
relationship  quality,  decision-making autonomy,  adaptability,  innovation,  internal  factors 
(i.e. personal well-being and regret) and external factors (i.e. contractual restrictions and 
economic uncertainty).  The final section presents an aggregated discussion of the findings 
which  integrates and  interprets the  results  relating to  all  sections  of  the  questionnaire 
across the four groups of respondents. 

 
3.1     The samples 

 
The data collection phase resulted in the collection of 1,186 complete responses across the 
four target groups, details of which are outlined and discussed in the ensuing sub sections. 
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3.1.1 Franchisees (survivors) 
 

Table 3.1 
FRANCHISEE SURVIVOR SAMPLE (N = 213) 

 
 
 

INDIVIDUAL DETAILS:  
Minimum Maximum Average 

Age (Years) 20 82 36.2 
Gender Male 67% 

Female 33% 
Education Level High School 14% 

 TAFE/Diploma 20% 
 University – Under/Grad 40% 
 University Post/Grad 26% 

Ownership Sole Male 43% 
 Male with Partner(s) 23% 
 Sole Female 24% 
 Female with Partner(s) 9% 

 
BUSINESS OPERATION DETAILS: 

 Minimum Maximum Average 
Years in business operation 1 32 6.4 
Years operating in current franchise system 1 28 3.9 
Years operating as a franchisee 1 31 4.4 
Years the whole franchise system  has been operating 1 50 9.3 
Number of franchise units in system 5 5000 82 
Total start-up costs 0 875,000 251,496 
Percentage of start-up costs borrowed 0 100% 44.2% 

 

BUSINESS MODE/LOCATION DETAILS: 
 

Retail site or kiosk 36% 
Mobile Unit Van or Trailer 19% 
Home Based 24% 
Commercial or Industrial Site 21% 

 

Capital City 
 

83% 
Regional Area 17% 

 
 
 
 

Summary: The average age of respondents amongst the sample of franchisee survivors was 
36 years, with 67% being male and 33% female.   A large proportion of the sample was 
university  educated  at  either  undergraduate  or  postgraduate  level  (total  66%). 
Predominately,  the  sample  consisted  of  individuals  who  operated solely  as  franchisees 
(67%), as opposed to being in partnerships with others.  Respondents had been involved in 
franchising for an average of 4.4 years; however, their average business experience was 
higher at 6.4 years.  Start-up costs were quite high with the average being $251,496. Some 
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44% of start-up costs were funded with borrowed finance. Most of the sample operated in 
capital cities across Australia (83%); via retail sites (36%), mobile units (19%), home-based 
operations (24%) and commercial/industrial sites (21%).   Respondents operated within a 
wide range of industry sectors which included retail (food), retail (other), manufacturing, 
services (commercial) and services (domestic). 

 
3.1.2    Franchisees (failures) 

 
Table 3.2 
FRANCHISEE FAILED SAMPLE (N = 188) 

 
 
 

INDIVIDUAL DETAILS:  
Minimum Maximum Average 

Age (Years) 18 75 38 
Gender Male 72% 

Female 28% 
Education Level High School 16% 

 TAFE/Diploma 27% 
 University – Under/Grad 36% 
 University Post/Grad 21% 

Ownership Sole Male 38% 
 Male with Partner(s) 34% 
 Sole Female 20% 
 Female with Partner(2) 8% 

 
BUSINESS OPERATION DETAILS: 

 
Years in business operation 

Minimum 
1 

Maximum 
57 

Average 
6.7 

Years operating in current franchise system 1 23 3.6 
Years operating as a franchisee 1 15 4.3 
Years the whole franchise system  has been operating 1 60 11.2 
How many franchise units in your system 5 4000 73 
Total start-up costs 0 1,000,000 316,321 
Percentage of start-up costs borrowed 0 100% 50.0% 

 

BUSINESS MODE/LOCATION DETAILS: 
 

Retail site or kiosk 38% 
Mobile Unit Van or Trailer 20% 
Home Based 21% 
Commercial or Industrial Site 21% 

 

Capital City 
 

72% 
Regional Area 28% 

 
 
 
 

Summary:  The average age of respondents amongst the sample of franchisee failures was 
38 years, with 72% being male and 28% female.   A large proportion of the sample was 
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university educated at either undergraduate or postgraduate level (total 57%).  The majority 
of respondents (58%) operated as sole franchisees as opposed to being in partnerships with 
others.      Respondents had  been  operating  as  franchisees for  an  average of  4.3  years; 
however, their business experience was higher at 6.7 years.  Start-up costs were quite high 
with the average being $316,321.  Some 50% of start-up costs were funded with borrowed 
finance. Most of the sample operated in capital cities across Australia (72%); via retail sites 
(38%), mobile units (20%), home-based operations (21%) and commercial/industrial sites 
(21%).  Respondents operated within a wide range of industry sectors which included retail 
(food), retail (other), manufacturing, services (commercial) and services (domestic). 

 
 
 
 

3.1.3    Independent operators (survivors) 
 

Table 3.3 
INDEPENDENT SURVIVOR SAMPLE (N = 550) 

 
 
 

INDIVIDUAL DETAILS:  
Minimum Maximum Average 

Age (Years) 20 76 48 
Gender Male 57% 

Female 43% 
Education Level High School 18% 

 TAFE/Diploma 39% 
 University – Under/Grad 25% 
 University Post/Grad 18% 

Ownership Sole Male 32% 
 Male with Partner(s) 25% 
 Sole Female 29% 
 Female with Partner(s) 14% 

 
BUSINESS OPERATION DETAILS:  

Minimum Maximum Average 
Years in business operation 1 46 11.8 
Total start-up costs 0 2,400,000 91,106 
Percentage of start-up costs borrowed 0 100% 18.7% 

 
BUSINESS MODE/LOCATION DETAILS: 

 
Retail site or kiosk 10% 
Mobile Unit Van or Trailer 8% 
Home Based 62% 
Commercial or Industrial Site 20% 

 

Capital City 
 

55% 
Regional Area 45% 
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Summary:  The average age of respondents amongst the sample of surviving independent 
operators was 48 years, with 57% being male and 43% female.   A large proportion of the 
sample was university educated at either undergraduate or postgraduate level (total 53%). 
The majority of respondents (61%) were sole operators as opposed to being in partnerships 
with others.  The respondents experience in business was, on average, 11.8 years. Average 
start-up costs were $91,106 and only 18.7% of start-up costs were funded with borrowed 
finance. The sample was relatively evenly split across Australian capital cities (55%) and 
regional areas (45%); via retail sites (10%), mobile units (8%), home-based operations (62%) 
and  commercial/industrial sites  (20%).      Respondents  operated  within  a  wide  range  of 
industry sectors which included retail (food), retail (other), manufacturing, services 
(commercial) and services (domestic). 

 
3.1.4    Independent operators (failures) 

 
Table 3.4 
INDEPENDENT FAILED SAMPLE (N = 235) 

 
 
 

INDIVIDUAL DETAILS:  
Minimum Maximum Average 

Age (Years) 16 83 50 
Gender Male 57% 

Female 43% 
Education Level High School 27% 

 TAFE/Diploma 41% 
 University – Under/Grad 20% 
 University Post/Grad 12% 

Ownership Sole Male 20% 
 Male with Partner(s) 37% 
 Sole Female 28% 
 Female with Partner(s) 15% 

 
BUSINESS OPERATION DETAILS:  

Minimum Maximum Average 
Years in business operation. 1 45 11.5 
Total start-up costs 0 1,200,000 65,824 
Percentage of start-up costs borrowed 0 100% 25.0% 

 
BUSINESS MODE/LOCATION DETAILS: 

 
Retail site or kiosk 15% 
Mobile Unit Van or Trailer 5% 
Home Based 53% 
Commercial or Industrial Site 27% 

 

Capital City 
 

48% 
Regional Area 52% 
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Summary:   The average age of respondents amongst the sample of failed independent 
operators was 50 years, with 57% being male and 43% female.   A large proportion of the 
sample was educated to high school or TAFE/diploma level (total 70%).  The majority of the 
respondents were sole operators (58%), as opposed to being in partnerships with others. 
On  average,  the  respondents  experience  in  business  was,  11.5  years.  Start-up  costs 
averaged $65,824 and only 25% of start-up costs were funded with borrowed finance. The 
sample was relatively evenly split across Australian capital cities (48%) and regional areas 
(52%); via retail sites (15%), mobile units (5%), home-based operations (53%) and 
commercial/industrial sites (27%).   Respondents operated within a wide range of industry 
sectors, which included retail (food),  retail (other), manufacturing, services (commercial) 
and services (domestic). 

 
 
 
 

3.1.5     Conclusion:  Sample compositions 
 

On viewing the demographic composition of the four groups, some clear differences 
emerged.  The differences relate more in the comparisons of the franchisees’ characteristics 
and the independent business owners’ characteristics, more so than when comparing 
survivors and failed business owners (across the board).  The key findings in relation to the 
samples’ demographics are summarised below: 

 
• Franchisees:   Overall, the franchisee samples comprised respondents that were, on 

average, 10 years younger than the independent groups.   In line with this younger 
age group, franchisees also had fewer years of experience in business, than the 
independents.  In fact franchisees, on average, had 5 years less business experience 
than   the   independents.   Although   experiencing   fewer   years   in   business,   the 
franchisee groups did exhibit higher levels of tertiary education, than the 
independents. In addition, the gender split was more uneven with the franchisee 
groups in which approximately 70% of respondents were male. In relation to start-up 
costs, franchisees paid roughly three times more to get into business than the 
independents.  This resulted in them also carrying much higher debt levels (47% of 
start-up costs). In fact, the group carrying the highest debt was the failed franchisees 
who borrowed, on average, 50% of their start-up costs. Place and mode of product 
delivery was also different for the sample franchisee groups, with 77% of them 
operating in Australian capital cities and they, largely, operated from retail sites 
and/or mobile units (58%). Finally, in terms of ownership, the franchisee survivor 
group stood apart from the other three groups with 67% of them being sole owners 
(as opposed to ownership with partners). 

 
 

• Independents:    Independent  business  owners,  as  previously  indicated  were,  on 
average, older than the franchisee groups, had more years of business experience 
and exhibited lower levels of tertiary education (around 40% of independents did 
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not hold tertiary qualifications, whereas around 25% of franchisees were not tertiary 
qualified).  The gender split was more even with the independents, with 57% being 
male and 43% being female.  In relation to start-up costs, the independents outlaid 
considerably less money to start their businesses (averages ranged from $65,000 to 
$91,000). They also had lower proportions of borrowings against start-up costs (only 
22%, on  average). Geographically, the  independent  samples  represented a  more 
even  spread  across  metropolitan  and   regional  areas,  with   52%  operating  in 
Australian capital cities and 43% operating in regional areas.     In addition, the 
independents were more likely to operate their businesses from home (56% on 
average), than from retail or commercial sites.   Finally, in terms of ownership, the 
independent failed group stood  apart from the other three groups, with a much 
lower percentage of sole ownership (i.e. 48%) than the other three groups. 

 
 
 

• Survivors/failed   businesses:      On   making  comparisons   between  the   surviving 
businesses and the failed businesses (across the board), the following differences 
were evident. In terms of gender, the samples were relatively evenly matched with 
males comprising roughly 60% and females around 40%.   The failed sample was 
slightly  older,  by  roughly  7  years on  average.    However, the  samples were  not 
different on years of experience in business, with both samples averaging around 9.5 
years.  However, level of formal education did differ between the samples with the 
survivors exhibiting slightly higher levels of education than the independents (50% of 
survivors were tertiary qualified, whereas only 43% of independents were tertiary 
qualified). While start-up costs were evenly matched across the samples (on average 
$140,000) the failed group held a much higher level of start-up borrowing (36% for 
the failed business owners, 25% for the survivors).  In addition, survivors were more 
likely to be sole business owners (63%) as opposed to the failed group (52%). In 
terms of geography (that is, capital city versus regional area) and business mode 
(retail site, mobile unit, home-based or commercial property) the samples were 
relatively evenly matched and no apparent differences were evident. 

 
 
3.2     Pre-business ownership 

 
This section examines the results pertaining to “pre-business ownership variables” such as 
business acumen, motivations, personality traits and attitudes. 

 
3.2.1    Business acumen 

 
Business Acumen refers to the amount of experience the respondent had in terms of (1) 
conducting a business (2) operating within a given industry and (3) operating a franchise 
(franchisee samples only).  Firstly, each question is presented along with the percentage of 
agreement and disagreement with these statements across the four groups.   Secondly, 
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mean  scores  across  groups  are  compared  to  determine  where  statistically  significant 
differences are evident. 

 
Q1:   Prior to buying my franchise/business, I had a lot of experience in conducting a business. 

 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 72 % 69 % 46 % 43 % 
Disagree 28 % 31 % 54 % 57 % 

 

 
 
 

Q2:   Prior to buying my franchise/business, I had a lot of experience in the industry. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 75 % 73 % 65 % 60 % 
Disagree 25 % 27 % 35 % 40 % 

 

 
 
 

Q3:   Prior to buying my franchise, I had a lot of experience in franchising. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

 
Agree 64 % 60 % 
Disagree 36 % 40 % 

 

 
 
 

Group mean comparisons – Business acumen 
 

Responses to the above three questions were combined to represent a “composite variable” 
representing business acumen via mean estimation.   Group means were then compared 
across  the four groups to  determine where statistical differences were evident. Uneven 
group numbers were statistically accounted for in the analysis.  Results are shown in Figure 
3.1 below. 
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Figure 3.1 
 

Business Acumen 
 
 
 

Independent - Failed 3.77 
 

 
Independent - Survivor 3.61 

 
 
 
 
 

Franchisee - Failed 4.11 
 
 

Franchisee - Survivor 4.16 
 

 
3.2 3.4 3.6 3.8 4 4.2 

 
 

Significantly stronger for franchisee groups 
 
 
 
 

In relation to business acumen, we grouped respondents into two groups “survivors” and 
“failed” (regardless of business format ownership) to determine if there was a significant 
difference in business acumen across these groups. Results appear below. 

 
 
 
 

Group  Mean Difference 

 
Survivors 

 
(n = 768) 

 
3.76 

 

Failed (n = 423) 3.78 No statistically significant difference 
 
 
 
 

Summary – Business acumen 
 

When comparing the means of the four groups, there is a significant difference between the 
means of the franchisee groups and the independent groups, with the franchisee groups 
rating themselves a lot higher on business acumen than the independent groups.  In other 
words, franchisees feel they have more business and industry experience than do the 
independents.    This  is  surprising,  given  that  the  franchisee  groups  were  considerably 
younger than the independent groups. 

 
In relation to franchisees, their experience was higher in business and the industry, as 
opposed to their experience in franchising.   In fact, 40% of failed franchisees admitted to 
having little experience in franchising prior to entry.     A different picture emerged for 
independents,  who  rated  their  industry  experience  higher  than  business  experience. 
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Specifically, over half of both the surviving and the failed independents admitted to having 
little business experience, prior to buying a business. Finally, when comparing survivors and 
failed businesses (across the board) there was no significant difference in their self-rating of 
business acumen. 

 
 
 
 

3.2.2     Motivations 
 

Motivations refers to the degree to which the respondent felt desperate/determined or 
forced (due to economic reasons) to buy a business/franchise.   Firstly, each question is 
presented along with the percentage of agreement or disagreement with these statements 
across the four groups.   Secondly, mean scores across groups are compared to determine 
where statistically significant differences are evident. 

 
Q1:   Prior to entering my current franchise/business, I was determined to buy a 
franchise/business, regardless of any advice from other people. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 71 % 69 % 61 % 56 % 
Disagree 29 % 31 % 39 % 44 % 

 
 
 
 

Q2:  I was forced to buy a business, so I could generate some income. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 61 % 64 % 49 % 48 % 
Disagree 39 % 36 % 51 % 52 % 

 
 
 
 

Q3:  I entered into my current franchise/business because I was desperate to be my own boss. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 69 % 76 % 60 % 57 % 
Disagree 31 % 24 % 40 % 43 % 
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Q4:  I didn’t care what franchise/business I bought into, I just wanted to buy a franchisee/in 
business. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 56 % 58 % 21 % 16 % 
Disagree 44 % 42 % 79 % 84 % 

 
 
 
 
 
 

Group mean comparisons –Motivations 
 

Responses to the above four questions were combined to represent a “composite variable” 
representing motivations via mean estimation.   Group means were then compared across 
the four groups to determine where statistical differences were evident. Uneven group 
numbers were accounted for in the analysis. See Figure 3.2 below for results. 

 

 
 

Figure 3.2 
 

Motivations 
 
 
 

Independent - Failed 3.17 
 
 

Independent - Survivor 3.19 
 
 
 
 
 

Franchisee - Failed 4.05 
 
 

Franchisee - Survivor 3.95 
 

 
0 1 2 3 4 5 

 
Significantly stronger for franchisee groups 

 
 

In relation to business survival, we grouped respondents into two groups “survivors” and 
“failed” (regardless of business format ownership) to determine if there was a significant 
difference in motivations across these groups. Results appear below. 

 
Group  Mean Difference 

 
Survivors 

 
(n = 768) 

 
3.39 

 

Failed (n = 423) 3.56 Significantly stronger for “failed” group. 
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Summary – Motivations 
 

Once again franchisees and independents did differ significantly on the degree to which 
they felt strongly motivated into owning a franchise/business.   Clearly, franchisees scored 
higher on this with 70% of franchisees saying that they were determined to buy a franchise, 
regardless of any advice they got.   They were also the highest in citing the generation of an 
income as a highly motivating factor.    Furthermore, 76% of failed franchisees and 69% of 
surviving franchisees said that they entered into their franchise to be their own boss.   This 
was also a highly motivating factor for independents (survivors 60%, failed 57%); however, 
franchisees scored much higher on this factor. Finally, it appears that independents were 
much more discerning (that is, not getting into business just for the sake of it), than were 
franchisees.    In  fact,  approximately  57%  of  franchisees  said  they  did  not  care  which 
franchise system they bought into as they just wanted to buy a franchise.   This suggests 
they were sold  on  the idea of  franchising long before they selected a franchise system 
(brand) to buy into. 

 
Finally, when comparing survivors and failed businesses (across the board), failed business 
owners scored significantly higher on what we may label “reckless motivation” and their 
eagerness to buy a business to generate an income, be their own boss, or get into business 
regardless of any pre-entry advice may well have been a contributing factor to the demise of 
their business. 

 

 
 
 

3.2.3    Personality and attitudes 
 

Two key personality traits and one attitude variable were measured to determine how 
personality/attitudes affects business entry, survival and failure.  The first personality trait is 
self-efficacy and the second is self-regulatory focus (comprising two categories: promotion- 
focussed and prevention-focussed). In addition, attitude towards customers was also 
considered an important variable of measurement for this study.   Both personality and 
attitudes were measured via banks of questions to determine an individuals’ overall score 
on the specific trait/attitude.   All questions are included, but not analysed individually, as 
the aim is to provide a combined assessment for each individual on each specific trait or 
attitude. 

 
 
 
 

3.2.3.1  Self-efficacy 
 

Self-efficacy refers to an individual’s belief about his or her own ability to do something or 
achieve something. Presented below is the bank of questions used to measure this trait. 
Respondents were asked to indicate their level of agreement or disagreement with the 
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statements listed below.   Their responses to the complete set of questions produced an 
overall mean score. 

 
 
 

Q1              I can always manage to solve difficult problems if I try hard enough. 
 

Q2 If someone opposes me, I can find the means and ways to get what I want. 

Q3 It is easy for me to stick to my aims and accomplish my goals. 

Q4              I am confident that I could deal efficiently with unexpected events. 
 

Q5 Thanks to my resourcefulness, I know how to handle unforeseen situations. 

Q6 I can solve most problems if I invest the necessary effort. 

Q7 I can remain calm when facing difficulties because I can rely on my coping abilities. 

Q8 When I am confronted with a problem, I can usually find several solutions. 

Q9 If I am in trouble, I can usually think of a solution. 

Q10 I can usually handle whatever comes my way. 
 

 
 

Group comparisons – Self-efficacy 
 

Responses to the above ten questions were combined to represent a “composite variable” 
representing self-efficacy via mean estimation.   Group means were then compared across 
the four groups to determine where statistical differences were evident. Uneven group 
numbers were accounted for in the analysis. The results are displayed in Figure 3.3 below. 

 
Figure 3.3 

 
Self-Efficacy 

 
 
 

Independent - Failed 4.85 

 
Independent - Survivor 4.86 

 
 
 
 

Franchisee - Failed 4.78 

 
Franchisee - Survivor 4.64 

 
4.5 4.55 4.6 4.65 4.7 4.75 4.8 4.85 4.9 

 
Significantly stronger for independent groups 



56  

Q1 I don’t mind doing things even if they involve extra effort. 

Q2 I feel excited just before I am about to reach a goal. 

Q3 I enjoy actively doing things, more than just watching and ob s 

Q4 I am a “doer.” 
 

In relation to business survival, we grouped respondents into two groups “survivors” and 
“failed” (regardless of business format ownership) to determine if there was a significant 
difference in self-efficacy across these groups. Results appear below. 

 
 
 
 

Group  Mean Difference 

 
Survivors 

 
(n = 768) 

 
4.80 

 

Failed (n = 423) 4.82 No statistically significant difference 
 
 
 
 

Summary – Self efficacy 
 

While the franchisee groups scored lower on self-efficacy than the independents, it was 
actually the franchisee survivors that scored significantly lower than the independent 
survivors.  On this basis, it appears that the independents (survivors and failed), do have a 
certain confidence in their own ability.  Such confidence is not as important for franchisees, 
in order to survive, as they are in “partnership” with their franchisors and, thus, do not need 
to  rely  on  their own  ability to  succeed.    This  might  be  why  they are  attracted to  the 
franchise business format to begin with (i.e. perceived reduced risk). 

 
3.2.3.2.  Self-regulatory focus 

 
Self-regulatory focus is concerned with an individual’s goal focus in guiding their behaviour 
and individuals are said to have either a promotion-focus or a prevention-focus.  Individuals 
with a promotion-focus make decisions and behave with the goal of achieving positive 
outcomes, whereas individuals with a prevention-focus make decisions and behave in order 
to avoid negative outcomes. All individuals are said to have both promotion and prevention 
orientations, but these are largely situational (e.g., across product categories). However, 
individuals are believed to be dominated by either a promotion or a prevention focus in 
their decision-making. Self-regulatory focus was measured by a bank of questions relating to 
promotion-focussed traits and a separate bank of questions relating to prevention- focussed 
traits. Respondents were asked to indicate their level of agreement or disagreement with 
the statements listed below.   Their responses to all of the questions produced an overall 
mean score. 

 
Promotion-Focussed 

 
 
 
 
 

erving. 
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Prevention-Focussed 
 

Q1 I spend a great deal of time taking inventory of my positive and negative 
 

characteristics. 

Q2 I like evaluating other people’s plans. 

Q3 I often compare myself with other people. 

Q4 I often critique work done by myself and others. 
 
 
 

Group comparisons – Self regulatory focus 
 

Responses to the above eight questions were combined to represent two “composite 
variables” representing (1) promotion focus and (2) prevention focus via mean estimation. 
Group means were then compared across the four groups to determine where statistical 
differences were evident. Uneven group numbers were accounted for in the analysis.  The 
results are displayed in Figure 3.4 and 3.5. 

 
Figure 3.4 

 
Promotion-Focus 

 
 
 

Independent - Failed 5.22 
 
 

Independent - Survivor 5.15 
 
 
 
 
 

Franchisee - Failed 4.92 
 
 

Franchisee - Survivor 4.76 
 

 
4.5 4.6 4.7 4.8 4.9 5 5.1 5.2 5.3 

 
Significantly stronger for independent groups 

 
 

In relation to business survival, we grouped respondents into two groups “survivors” and 
“failed” (regardless of business format ownership) to determine if there was a significant 
difference in promotion focus across these groups. Results appear below. 

 
Group  Mean Difference 

 
Survivors 

 
(n = 768) 

 
5.04 

 

Failed (n = 423) 5.08 No statistically significant difference 
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Figure 3.5 
 

Prevention-Focus 
 
 
 

Independent - Failed 4.2 
 

 
Independent - Survivor 4.07 

 
 
 
 
 

Franchisee - Failed 4.64 
 
 

Franchisee - Survivor 4.53 
 

 
3.6 3.8 4 4.2 4.4 4.6 4.8 

 

Significantly stronger for franchisee groups 
 
 

In relation to business survival, we grouped respondents into two groups “survivors” and 
“failed” (regardless of business format ownership) to determine if there was a significant 
difference in prevention focus  across these groups. Results appear below. 

 
 
 
 

Group  Mean Difference 

 
Survivors 

 
(n = 768) 

 
4.20 

 

Failed (n = 423) 4.40 Significantly stronger for “failed” group. 
 
 
 
 

Summary – Self-regulatory focus 
 

Clearly, the results indicate that self-regulatory focus differs on the basis of business type 
(franchised or independent ownerships).     In comparing franchisees and independents, 
franchisees were significantly higher prevention-focussed individuals (and significantly lower 
promotion-focussed individuals).   This means that franchisees have a tendency to act and 
make  decisions  in  order  to  avoid  negative  outcomes,  as  opposed  to  actively  pursuing 
positive  outcomes,  as  independents  do.     This  result  seems  intuitive  given  that  the 
franchising business model inherently represents a less risky business strategy, thus, being 
perceived by franchisees as reducing the likelihood of negative outcomes. 

 
When comparing surviving businesses and failed businesses (across the board), there was 
no significant difference on promotion-focus but there was on prevention-focus, with the 
failed group scoring significantly higher on this trait.     Therefore, it appears that failed 
business owners are more likely to view the “glass as being half empty” and act in fear of 
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Q1 Overall, I like to make friends with my customers. 

Q2 I am very empathetic towards my customers. 

Q3 I really value my customers. 

Q4 I go out of my way to ensure my customers are hap py 

Q5 I enjoy problem-solving with customers. 

Q6 Overall, customers are too demanding (reversed sc ore 

Q7 Generally, customers are a "pain in the neck" (rever s 

Q8 It is so hard to make customers happy these days (r ev 
 

negative outcomes, rather than actively pursuing positive outcomes.   On this basis, their 
lack of proactivity may have been detrimental to their business. 

 
 
 
 

3.2.3.3  Attitudes toward customers 
 

Given that the success of any business is dependent upon the operator’s ability to forge 
strong customer relationships, the business owner’s attitude toward customers is very 
important. Presented below is the bank of questions used to measure this attitude. 
Respondents were asked to indicate their level of agreement or disagreement with the 
statements shown below.  Their responses to all of the questions produced an overall mean 
score. 

 
 
 
 
 
 
 
 
 
 

. 
 
 
 

d). 

ed scored). 

ersed scored). 
 
 
 

Group comparisons – Attitudes toward customers 
 

Responses to the above eight questions were combined to represent a “composite variable” 
representing attitude toward customers via mean estimation.    Group means were then 
compared across the four groups to determine where statistical differences were evident. 
Uneven group numbers were accounted for in the analysis.    The results are displayed in 
Figure 3.6. 
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Figure 3.6 
 

Attitude Toward Customers 
 
 
 

Independent - Failed 4.98 
 

 
Independent - Survivor 5.01 

 
 
 
 
 

Franchisee - Failed 4.53 
 
 

Franchisee - Survivor 4.37 
 

 
4 4.2 4.4 4.6 4.8 5 5.2 

 

Significantly stronger for independent groups 
 

 
 

In relation to business survival, we grouped respondents into two groups “survivors” and 
“failed” (regardless of business format ownership) to determine if there was a significant 
difference in attitudes toward customers across these groups. Results appear below. 

 
 
 
 

Group  Mean Difference 

 
Survivors 

 
(n = 768) 

 
4.83 

 

Failed (n = 423) 4.77 No statistically significant difference 
 
 
 
 

Summary – Attitudes toward customers 
 

Once  again  significant  differences  were  found  when  comparing  the  franchisee  groups 
against the independent groups.   Higher scores indicated more positive attitudes towards 
customers, therefore, as shown above, the independent business owners had much more 
positive attitudes toward customers than did the franchisee groups. However, when the 
sample  was  split  (across  the  board)  into  surviving  and  failed  business,  there  was  no 
significant difference the attitudes toward customers across the two groups. 

 
 
 
 

3.2.4    Conclusion:    Pre-business ownership 
 

The pre-business ownership variables, measured in this study, are classified as such because 
they  are  variables  that  describe  the  experience,  motivations,  traits  and  attitudes  of 
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individuals that existed prior to entering into business.  Thus, they are more enduring and 
less “situational” than other measures used in this report and can be used to glean a good 
understanding of the characteristics of specific business owners and those that differentiate 
surviving and failed business owners. The key findings in relation to pre-business ownership 
are: 

 
• Franchisees:   The results of this study regarding the personality characteristics and 

motivations of franchisees can be tied directly to the unique characteristics of the 
franchising business model.  For example, franchising provides an avenue of business 
ownership whereby the entrant (i.e. franchisee) is not in business alone, pays a 
premium for business and brand support and considers it to be a less risky business 
option.  Therefore, it is not surprising that franchising attracts those individuals who 
have less confidence in their own ability (that is, self-efficacy), and who are possibly 
motivated to buy into a business because they need a job or need to be become 
their own boss. These motivations may stem from negative occurrences such as 
previous job loss and stress and, therefore, franchise ownership becomes a 
mechanism by which they can rectify these negative situations (that is, they have a 
prevention focus).   On this basis, buying into a proven business concept and brand 
(franchise system) becomes very attractive to  them as  a  way in  which  they can 
reduce  business  risk,  once  again  avoiding  the  possibility  of  loss  or  a  negative 
outcome.   What is surprising, in the results, is that franchisees see themselves as 
having more business acumen (that is, business and industry experience) over their 
independent counterparts. Recalling that the independents in this study were 
significantly  older  than  the  franchisees,  one  explanation  could  be  that  younger 
people may overestimate their experience, as opposed to older people who may be 
more conservative with their self-assessments. 

 
 

• Independents:     Independent  business  owners,  on   the  other  hand,  are  more 
confident in their abilities, more proactive in seeking out positive goals, appear to be 
more motivated by factors of their own choice, rather than desperation to enter 
business.  Therefore, they are not hesitant into going into business on their own and 
bearing the  full  burden of  business  risk.      They may enter with  the  mindset  of 
achieving success (rather than avoiding failure).    They have no business support 
system to fall back on and this may explain why they also have a much more positive 
attitude toward customers than do franchisees.  Independents seem to have a better 
understanding of their customers’ needs and the pivotal role their customers will 
play in their business success. 
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• Survivors/failed businesses:    The findings indicate that the two key pre-business 
ownership variables that differentiate surviving and failed business owners, are (1) 
having a prevention-focus and (2) being what we label as “recklessly” motivated. 
Clearly, it can be argued that these variables may well go hand-in-hand,  given that 
individuals who are desperate to buy into a business (to generate an income 
regardless of other’s advice) may, indeed be acting in a manner  to avoid negative 
outcomes (such as being unemployed or having no money).  On this basis, they are 
entering business to prevent a negative situation (therefore reacting to a situation), 
rather than actively pursuing a positive situation or being proactive in the form of 
business growth and success.   The findings indicate that those individuals who are 
“recklessly  motivated”  and  have  a  prevention  focus  are  more  likely  to  fail  in 
business.  Hence it is their reactionary (rather than proactive) mindset that may well 
disadvantage their business success from the outset. 

 

 
 

3.3     Pre-business information and resources 
 

This section presents the results pertaining to information/resource search prior to buying a 
franchise or independent business.       The variables measured include due diligence, 
information availability, information quality and the usage/influence of search information 
on   decision-making.     Also   measured  is  the  business   owner’s  understanding  of   the 
contractual obligations prior to buying a business.     Finally, in terms of resources, the 
individual’s access to business finance at start-up is also measured. 

 
 
 
 

3.3.1    Due diligence 
 

Due Diligence refers to the degree to which the respondent exercised due diligence prior to 
acquiring their business/franchise.     Firstly, each question is presented along with the 
percentage of agreement or disagreement with these statements across the four groups. 
Secondly, mean scores across groups are compared to determine where statistically 
significant differences are evident. 

 
 

Q1   Prior to buying my franchise/business, I carefully inspected the financials of the business. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 82 % 85 % 66 % 68 % 
Disagree 18 % 15 % 34 % 32 % 
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Q2:   Prior to buying my franchise/business, I got professional advice about financials of the 
business. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 81 % 80 % 48 % 54 % 
Disagree 19 % 20 % 52 % 46 % 

 
 
 
 

Q3:   Prior to buying my franchise/business, I took precautionary steps to protect/maximise my 
investment. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 81 % 83 % 59 % 62 % 
Disagree 19 % 17 % 41 % 38 % 

 
 
 
 

Q4:   Prior to buying my franchise/business, I got professional advice about my investment. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 87 % 80 % 47 % 52 % 
Disagree 13 % 20 % 53 % 48 % 

 
 
 
 

Q5:   Prior to buying my franchise/business, I was very careful to understand exactly how my 
money was being invested. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 85 % 84 % 70 % 71 % 
Disagree 15 % 16 % 30 % 29 % 

 
 
 
 
 
 

Group mean comparisons –Due diligence 
 

Responses to the above five questions were combined to represent a “composite variable” 
representing due diligence via mean estimation.  Group means were then compared across 
the four groups to determine where statistical differences were evident. Uneven group 
numbers were accounted for in the analysis. These results are displayed in Figure 3.7. 
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Figure 3.7 
 

Due Diligence 
 
 
 

Independent - Failed 4.05 
 

 
Independent - Survivor 3.66 

 
 
 
 
 

Franchisee - Failed 4.71 
 
 

Franchisee - Survivor 4.59 
 

 
0 1 2 3 4 5 

 
Significantly stronger for franchisee groups 

 
 

In relation to business survival, we grouped respondents into two groups “survivors” and 
“failed” (regardless of business format ownership) to determine if there was a significant 
difference in due diligence across these groups. Results appear below. 

 
 
 
 

Group  Mean Difference 

 
Survivors 

 
(n = 768) 

 
3.93 

 

Failed (n = 423) 4.26 Significantly stronger for “failed” group. 
 
 
 
 

Summary – Due diligence 
 

In comparing the franchisee groups and the independent groups, it is clear that franchisees 
rated themselves as exercising more due diligence than the independent groups.     In 
particular, on average, 85% of franchisees sought professional advice prior to buying their 
business, as opposed to only 50% of independents. When making comparisons of business 
survivors  and  failed  business  owners, there was  a  significant  difference  between these 
groups, although the direction of difference was surprising.  The failed business group rated 
their due diligence significantly higher than the survivor group.   In other words, the failed 
business owners felt they were more diligent in their pre-business entry search activities 
than did the surviving business owners. 
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3.3.2    Information availability 
 

Information availability refers to the degree to which respondents felt that the amount of 
information available, prior to entering the business, was adequate and accessible to them. 
Firstly, each question is presented along with the percentage of agreement or disagreement 
with these statements across the four groups.   Secondly, mean scores across groups are 
compared to determine where statistically significant differences are evident. 

 
Q1:  There was a lot of information available to me, prior to buying my franchise/business. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 87 % 80 % 61 % 58 % 
Disagree 13 % 20 % 39 % 42 % 

 

 
 
 

Q2:   Enough information was given to me to make an informed decision about buying my 
franchise/business. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 84 % 80 % 75 % 71 % 
Disagree 16 % 20 % 25 % 29 % 

 
 
 
 

Q3:  I wish there was more information provided to me before I bought my franchise/business. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 45 % 28 % 63 % 49 % 
Disagree 55 % 72 % 37 % 51 % 

 
 
 
 

Q4:   There were many different avenues that I could access information from before I bought my 
franchise/business. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 79 % 79 % 62 % 54 % 
Disagree 21 % 21 % 38 % 46 % 
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Group mean comparisons –Information availability 
 

Responses to the above four questions were combined to represent a “composite variable” 
representing information availability via mean estimation (please note, Q3 was reversed 
scored as it was a negatively worded question).  Group means were then compared across 
the four groups to determine where statistical differences were evident. Uneven group 
numbers were accounted for in the analysis. Figure 3.8 displays the results. 

 
Figure 3.8 

 
Information Availability 

 
 
 

Independent - Failed 3.7 
 
 

Independent - Survivor 3.83 
 
 
 
 
 

Franchisee - Failed 4.12 
 
 

Franchisee - Survivor 4.19 
 

 
3.4 3.6 3.8 4 4.2 

 

Significantly stronger for franchisee groups 
 
 

In relation to business survival, we grouped respondents into two groups “survivors” and 
“failed” (regardless of business format ownership) to determine if there was a significant 
difference in information availability across these groups. Results appear below. 

 
 
 
 

Group  Mean Difference 

 
Survivors 

 
(n = 768) 

 
3.93 

 

Failed (n = 423) 3.89 No statistically significant difference 
 
 
 
 

Summary – Information availability 
 

There were some obvious differences in respondents’ views of how much information was 
available to them prior to entering into their businesses.   Overall the franchisee groups 
rated information availability significantly higher than did the independent groups.       In 
particular, over half of all independent respondents wished that they had more information 
available to them, with 63% of failed independents dominating this response. Furthermore, 
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the independent failed group rated significantly lower than all other groups in relation to 
their overall rating of information availability. 

 

 
 
 

3.3.3    Information quality 
 

Information quality refers to the degree to which respondents felt that the information 
available to them, prior to entering the business, was relevant, accurate, complete and 
helpful. Firstly, each question is presented along with the percentage of agreement or 
disagreement with these statements across the four groups.  Secondly, mean scores across 
groups are compared to determine where statistically significant differences are evident. 

 
Q1:   Prior to buying my franchise/business, the information I gathered (or was given) was very 
relevant. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 58 % 85 % 80 % 76 % 
Disagree 42 % 15 % 20 % 24 % 

 
 

Q2:   Prior to buying my franchise/business, the information I gathered (or was given) was very 
accurate. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 86 % 80 % 75 % 78 % 
Disagree 14 % 20 % 25 % 22 % 

 
 

Q3:   Prior to buying my franchise/business, the information I gathered (or was given) was 
complete. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 85 % 77 % 70 % 60 % 
Disagree 15 % 23 % 30 % 40 % 

 
 

Q4:   Prior to buying my franchise/business, the information I gathered (or was given) was very 
helpful. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 89 % 85 % 81 % 79 % 
Disagree 11 % 15 % 19 % 21 % 
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Group mean comparisons –Information quality 
 

Responses to the above four questions were combined to represent a “composite variable” 
representing information quality via mean estimation.  Group means were then compared 
across  the four groups to  determine where statistical differences were evident. Uneven 
group numbers were accounted for in the analysis. The results are displayed in Figure 3.9. 

 
Figure 3.9 

 
Information Quality 
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Significantly stronger for franchisee groups 
 
 

In relation to business survival, we grouped respondents into two groups “survivors” and 
“failed” (regardless of business format ownership) to determine if there was a significant 
difference in information quality across these groups. Results appear below. 

 
 
 
 

Group  Mean Difference 

 
Survivors 

 
(n = 768) 

 
4.33 

 

Failed (n = 423) 4.34 No statistically significant difference 
 
 
 
 

Summary – Information quality 
 

Overall, respondents rated the quality of information available to them prior to entering 
their franchise/business quite favourably.   However, there was a difference between the 
franchisee and independent groups with the independents generally rating the quality of 
information significantly lower than did the franchisees.  In particular, independents did not 
view the accuracy and completeness of the information they received as being as high as did 
franchisees.    However, when comparing the  surviving  businesses and  failed  businesses 
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(across the board) there was no significant difference in the perceived quality of information 
evident in the findings. 

 
3.3.4    Information usage 

 
Information usage refers to the degree to which respondents felt that the information 
available to them, prior to entering the business, was useful and influential in their decision- 
making. Firstly, each question is presented along with the percentage of agreement or 
disagreement with these statements across the four groups.  Secondly, mean scores across 
groups are compared to determine where statistically significant differences are evident. 

 
 

Q1:   Prior to buying my franchise/business, the information I gathered (or was given) enriched my 
understanding of what I was getting into. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 88 % 86 % 74 % 70 % 
Disagree 12 % 14 % 26 % 30 % 

 
 

Q2:   Prior to buying my franchise/business, the information I gathered (or was given) reduced my 
uncertainty about buying a franchise. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 87 % 83 % 68 % 68 % 
Disagree 13 % 17 % 32 % 32 % 

 
 
 
 

Q3:   Prior to buying my franchise/business, the information I gathered (or was given) highlighted 
some aspects that I had not thought about. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 86 % 83 % 65 % 66 % 
Disagree 14 % 17 % 35 % 34 % 

 
 

Q4:   Prior to buying my franchise/business, the information I gathered (or was given), made a big 
difference in my decision-making. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 88 % 84 % 60 % 65 % 
Disagree 12 % 16 % 40 % 35 % 
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Group mean comparisons – Information usage 
 

Responses to the above four questions were combined to represent a “composite variable” 
representing information usage via mean estimation.   Group means were then compared 
across  the four groups to  determine where statistical differences were evident. Uneven 
group numbers were accounted for in the analysis. Figure 3.10 summaries the results. 

 
Figure 3.10 

 
Information Usage 
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Significantly stronger for franchisee groups 

 
 

In relation to business survival, we grouped respondents into two groups “survivors” and 
“failed” (regardless of business format ownership) to determine if there was a significant 
difference in information usage across these groups. Results appear below. 

 
 
 
 

Group  Mean Difference 

 
Survivors 

 
(n = 768) 

 
4.15 

 

Failed (n = 423) 4.26 No statistically significant difference 
 
 
 
 

Summary – Information usage 
 

Overall, the franchisee groups found the information they received prior to entry as being 
quite useful in helping them make an informed decision.  Independents, on the other, rated 
much  lower  on  this  measurement.    For  example,  franchisees  believed  the  information 
helped reduce uncertainty, highlighted aspects or issues they had not thought of and was 
quite influential towards their final decision.  Independents rated these aspects significantly 
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lower than franchisees.  However, in relation to survival, there was no significant difference 
in information usage between the survivor group and failed group (across the board). 

 
3.3.5    Contractual understanding 

 
Contractual understanding refers to the degree to which respondents felt they understood 
their contractual obligations upon entering into business contracts.  Firstly, each question is 
presented along with the percentage of agreement or disagreement with these statements 
across the four groups.   Secondly, mean scores across groups are compared to determine 
where statistically significant differences are evident. 

 
 

Q1:  I fully understood my contractual obligations (franchise agreement, finance, rent, leasing, 
etc.) when entering into the contracts. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 84 % 85 % 89 % 87 % 
Disagree 16 % 15 % 11 % 13 % 

 

 
 
 

Q2:   Upon entering into contracts (franchise agreement, finance, rent, leasing, etc.), I believed my 
contractual obligations to be fair and equitable. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 82 % 84 % 91 % 87 % 
Disagree 18 % 16 % 9 % 13 % 

 

 
 
 

Q3:  I really had no idea what I was getting into when I signed the contracts associated with 
buying my franchise (franchise agreement, finance, rent, leasing, etc.) 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 57 % 47 % 43 % 54 % 
Disagree 43 % 53 % 57 % 46 % 

 
 

Q4:  I did not have enough information about my contractual obligations (franchise agreement, 
finance, rent, leasing, etc.) when I signed the contracts. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 48 % 44 % 39 % 49 % 
Disagree 52 % 54 % 61 % 51 % 
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Q5:  I feel the contracts I signed (franchise agreement, finance, rent, leasing etc.) were quite 
deceptive. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 54 % 46 % 43 % 55 % 
Disagree 46 % 54 % 57 % 45 % 

 

 
 
 

Q6:  I did not understand (or was aware of) the “fine print” in the contracts I signed (franchise 
agreement, finance, rent, leasing  etc.) 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 55 % 45 % 45 % 54 % 
Disagree 45 % 55 % 55 % 46 % 

 
 
 
 

Group mean comparisons –Contractual understanding 
 

Responses to the above six questions were combined to represent a “composite variable” 
representing contractual understanding via mean estimation (please note, Q3, Q4, Q5 and 
Q6 were reversed scored as they were negatively worded questions).   Group means were 
then compared across the four groups to determine where statistical differences were 
evident. Uneven group numbers were accounted for in the analysis.     The results are 
summarised in Figure 3.11 
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Figure 3.11 
 
 

Contractual Understanding 
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Significantly stronger for franchisee groups 

 
 

In relation to business survival, we grouped respondents into two groups “survivors” and 
“failed” (regardless of business format ownership) to determine if there was a significant 
difference in contractual understanding across these groups. Results appear below. 

 
 
 
 

Group  Mean Difference 

 
Survivors 

 
(n = 768) 

 
4.09 

 

Failed (n = 423) 3.78 Significantly stronger for “survivor” group. 
 
 
 
 

Summary – Contractual understanding 
 

All respondents rated this category quite poorly with approximately half of all respondents 
claiming they had very little idea what they were getting into when they undertook their 
contractual commitments.  While they felt they understood their contracts upon entry and 
felt they were fair and equitable, they did believe they could have done with more 
information about their contractual obligations, and obtained a better understanding of the 
“fine print”.    In addition, around 50% of respondents claimed they felt the contracts they 
signed were quite deceptive. In comparing franchisees and independents, the independents 
rated significantly lower in their contractual understanding.    Similarly, when comparing 
survivors and failed business, the failed business owners also rated significant lower in their 
contractual understanding. 
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3.3.6    Access to finance 
 

Access to finance refers to the degree to which respondents felt business finance was easily 
assessible to them in order for them to fund their business.     Firstly, each question is 
presented along with the percentage of (dis)agreement with these statements across the 
four groups.     Secondly, mean scores across groups are compared to determine where 
statistically significant differences are evident. 

 
 

Q1:  It was very easy to get finance to buy my franchise/business. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 74 % 70 % 62 % 60 % 
Disagree 26 % 30 % 38 % 40 % 

 
 
 
 

Q2:   Financial institutions were very obliging in accommodating my financial needs to buy my 
franchise/business. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 76 % 75 % 58 % 58 % 
Disagree 24 % 25 % 42 % 42 % 

 
 

Q3:  I had to approach many different financial institutions before I got money to buy my 
franchise/business. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 53 % 60 % 66 % 67 % 
Disagree 47 % 40 % 34 % 33 % 

 
 

Q4:  Generally, financial institutions were not interested in discussing my financial needs to buy 
my franchise/business. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 49 % 59 % 66 % 65 % 
Disagree 51 % 41 % 34 % 35 % 



75  

Q5:  The only way I could get finance to buy my franchise/business was by agreeing to pay a very 
high interest rate. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 47 % 57 % 67 % 64 % 
Disagree 53 % 43 % 33 % 36 % 

 
 

Q6:   When I applied for finance to buy my franchise/business I was treated very badly. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 49 % 54 % 69 % 60 % 
Disagree 51 % 46 % 31 % 40 % 

 
 

Q7:  I feel I was discriminated against when I applied for finance to buy my franchise/business. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 50 % 56 % 68 % 62 % 
Disagree 50 % 44 % 32 % 38 % 

 
 

Q8:   My franchisor assisted me by providing or arranging finance to start up my franchise. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

 
Agree 75 % 73 % 
Disagree 25 % 27 % 

 

 
 
 

Group mean comparisons – Access to finance 
 

Responses to the above seven questions (the franchisee only question was not included) 
were combined to represent a “composite variable” representing access to finance via mean 
estimation  (please  note,  Q3,  Q4,  Q5,  Q6  and  Q7  were  reversed  scored  as  they  were 
negatively  worded).     Group  means  were  then  compared  across  the  four  groups  to 
determine  where  statistical  differences  were  evident.  Uneven  group   numbers  were 
accounted for in the analysis. Figure 3.12 displays the results. 
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Figure 3.12 
 
 

Access to Finance 
 
 
 

Independent - Failed 2.99 
 
 

Independent - Survivor 2.76 
 
 
 
 
 

Franchisee - Failed 3.55 
 
 

Franchisee - Survivor 3.74 
 

 
0 1 2 3 4 

 
Significantly stronger for franchisee groups 

 
 

In relation to business survival, we grouped respondents into two groups “survivors” and 
“failed” (regardless of business format ownership) to determine if there was a significant 
difference in access to finance  across these groups. Results appear below. 

 
 
 
 

Group  Mean Difference 

 
Survivors 

 
(n = 768) 

 
3.03 

 

Failed (n = 423) 3.34 Significantly stronger for “failed” group. 
 
 
 
 

Summary – Access to finance 
 

Clearly the franchisee groups were much more successful in accessing finance than the 
independent groups.   This could, partially, be due to the fact that approximately 75% of 
franchisees were assisted by their franchisor with their finance needs.  Almost two-thirds of 
independents, on the other hand, said that financial institutions showed a lack of interest, 
or were not obliging in accommodating their financial needs.     They also felt financial 
institutions discriminated against them and that they were forced to pay higher rates of 
interest just to secure the necessary business funding.    When comparing the survivor and 
failed groups (across the board), the failed group had better access to finance than the 
survivor group.  In this sense, it could be suggested that, having access to finance may be 
detrimental in the long term, particularly if it leads to a business being financially over- 
committed. 
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3.3.7    Conclusion:    Pre-business information and resources 
 

The pre-business information and resource variables, measured in this study, provide an 
account of some of the issues experienced by individuals in orchestrating entry into business 
(via franchising or independently).   Largely, this section of the surveys measured issues 
relating to pre-entry search effort, information (depth and breadth), comprehension and 
finance.         On  this  basis,  we  gain  an  appreciation  of  the  issues  that  were 
beneficial/detrimental to the far different groups of business owners. The key findings in 
relation to pre-business information and resources are: 

 
• Franchisees:   Overall, franchisees painted a “rosy picture” in relation to their pre- 

entry activities in relation to information search. They reported being very diligent in 
accessing what  they  believed to  be  relevant, accurate and  complete information 
prior to making their decision to buy their franchise.  They felt that this paid off as 
some information enlightened them to various issues they had not considered and 
was very influential in their pre-entry decision-making.   However, one area that 
appeared to be problematic to both the franchisee and  independent groups was 
their understanding of their contractual obligations, with many respondents claiming 
to not fully understand the intricacies of the contracts they entered into and their 
subsequent contractual obligations. Finally, upon believing they had made an 
informed decision to buy their franchise (based on a belief that their access to, and 
quality of, information was good), they also appeared to have easy access to finance 
to fund their decision.  However, they were advantaged over independents, in this 
sense, as many franchisees (75%) received financial assistance from their franchisor. 
In addition, it appears that financial institutions are more open to partnering with 
franchisees, than they are with independent business owners. 

 
 

• Independents:   Independent business owners, on the other hand, appeared to be 
less diligent in their pre-entry information search than franchisees.  For example, in 
relation to seeking professional advice, only 50% of independents engaged in this 
search activity, as opposed to 80% of franchisees.  Furthermore, a large proportion 
of independents felt that the information they had access to was not accurate and 
was incomplete.  Therefore, in relation to their pre-ownership decision-making, they 
felt the information they had accessed did little to reduce uncertainty, did not reveal 
factors that may have come to light upon business entry and provided little guidance 
to their subsequent decision (to enter business).   As with franchisees, they indicated 
difficulty in understanding their contractual obligations, but even more so than 
franchisees.   This situation could be attributed to the fact that independents were 
much  less  likely to  seek out  professional advice, than  were franchisees. 
Independents also experienced more difficulty in accessing finance for start-up.   In 
this sense, they felt “hard done by” with financial support.   However, given that 
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failed businesses had greater access to finance (as opposed to survivors), this could 
have been a blessing in disguise for franchisee survivors. 

 
 

• Survivors/failed businesses:   The findings indicate that the four key pre-business 
information/resource variables, that differentiate surviving and failed business 
owners, are (1) due diligence, (2) information availability, (3) contractual 
understanding and (4) access to finance.   Surprisingly, failed business owners felt 
they were more diligent in pre-business information gathering than were survivors. 
However, failed business owners also felt they had less access to information (that is 
information  available  to  them)  and,  as  a  result,  less  understanding  of  their 
contractual commitments.  On this basis, they may attribute their failure not to any 
shortcomings by themselves (such as lack of due diligence) but to their belief that 
the information available to them was not complete or entirely accurate. Thus, they 
could be classified as having an external attribution to blame.  In other words, they 
feel it was not for “the want of trying” to gather all the relevant information (internal 
attribution), but it was the inadequacy of information available to them by external 
partners (external attribution) that was problematic. Finally, failed businesses rated 
themselves  as  having  better  access  to  finance  (as  opposed  to  survivors).     As 
previously stated, the greater ease of access to finance may have been instrumental 
in putting failed business owners in an “over-committed” financial situation, thus, 
contributing to the demise of their business. 

 
 
 
3.4     Business operational factors 

 
This section presents the results pertaining to the influences that occur, or occurred, during 
the operation of the business. The following sections present the results in relation to (1) 
relationships and decision-making with the measured variables being business relationship 
quality,  decision-making  autonomy,  adaptability  and  innovation,  (2)  internal  (personal) 
factors measured via personal well-being and regret, and (3) external factors such as 
contractual restrictions and economic uncertainty. 

 
3.4.1    Relationships and decision-making 

 
This section examines four variables that fall under the broad category of relationships and 
decision-making.   These include business relationship quality, decision-making autonomy, 
adaptability and innovation. These are individually presented in the following sections. 

 
3.4.1.1 Business relationships quality 

 
Business Relationships Quality refers to the degree to which respondents believed they had 
positive relationships with their respective business partners. Two banks of questions 
comprise this section including (1) a bank of questions regarding the quality of business 



79  

partner relationships in general (administered to all groups of respondents) and (2) a bank 
of questions regarding the quality of franchisee/franchisor relationships (administered only 
to the franchising groups). Firstly, each question is presented along with the percentage of 
agreement or disagreement with these statements across the four groups.  Secondly, mean 
scores across groups are compared to determine where statistically significant differences 
are evident. 

 
Business relationship quality (General) 

 

 
 

Q1:  I trust my contractual partners (finance, rent, leasing, etc.). 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 84 % 85 % 79 % 73 % 
Disagree 16 % 15 % 21 % 27 % 

 
 

Q2:  I am treated fairly by my contractual partners (finance, rent, leasing,  etc.).. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 85 % 83 % 82 % 74 % 
Disagree 15 % 17 % 18 % 26 % 

 
 

Q3:  I am satisfied with the relationship I have with my contractual partners (finance, rent, 
leasing,  etc.). 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 82 % 82 % 83 % 73 % 
Disagree 18 % 18 % 17 % 27 % 

 
 

Q4:  I am committed to my contractual partners (finance, rent, leasing, etc.). 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 87 % 87 % 81 % 86 % 
Disagree 13 % 13 % 19 % 14 % 
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Q5:   My contractual partners (finance, rent, leasing, etc.) provide me with all the support I need. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 84 % 81 % 73 % 59 % 
Disagree 16 % 19 % 27 % 41 % 

 
 
 
 

Q6:  I have confidence in my contractual partners (finance, rent, leasing, etc.). 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 83 % 81 % 78 % 70 % 
Disagree 17 % 19 % 22 % 30 % 

 

 
 
 

Group mean comparisons – Business relationship quality (General) 
 

Responses to the above six questions were combined to represent a “composite variable” 
representing business  relationship  quality  (general) via  mean  estimation.    Group  means 
were then compared across the four groups to determine where statistical differences were 
evident.  Uneven  group  numbers  were  accounted  for  in  the  analysis.    The  results  are 
depicted in Figure 3.13. 

 

 
 

Figure 3.13 
 

Business Relationship Quality (General) 
 
 
 

Independent - Failed 4.1 
 
 

Independent - Survivor 4.36 
 
 
 
 
 

Franchisee - Failed 4.61 
 
 

Franchisee - Survivor 4.5 
 

 
3.8 4 4.2 4.4 4.6 4.8 

 
Significantly stronger for franchisee groups 
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In relation to business survival, we grouped respondents into two groups “survivors” and 
“failed” (regardless of business format ownership) to determine if there was a significant 
difference in business relationship quality (general)   across these groups.   Results appear 
below. 

 
 
 
 

Group  Mean Difference 

 
Survivors 

 
(n = 768) 

 
4.41 

 

Failed (n = 423) 4.35 No statistical significant difference. 
 
 
 
 

Franchisee/Franchisor Relationship Quality 
 

Q1:  I can trust my franchisor. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

 
Agree 82 % 85 % 
Disagree 18 % 15 % 

 
 
 

Q2:  I am treated fairly by my franchisor. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

 
Agree 83 % 81 % 
Disagree 17 % 19 % 

 
 

Q3:  I am satisfied with the relationship I have with my franchisor. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

 
Agree 82 % 80 % 
Disagree 18 % 20 % 

 
 

Q4:  I am committed to my franchisor. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

 
Agree 82 % 86 % 
Disagree 18 % 14 % 
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Q5:   My franchisor provides me with all the support I need. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

 
Agree 82 % 77 % 
Disagree 18 % 23 % 

 
 

Q6 I have confidence in my franchisor. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

 
Agree 83 % 82 % 
Disagree 17 % 18 % 

 
 
 
 

Group mean comparisons – Franchisee/franchisor relationship quality 
 

Responses to the above six questions were combined to represent a “composite variable” 
representing franchisee/franchisor relationship quality via mean estimation.   Group means 
were  then  compared across  the  two  franchising  groups  to  determine where statistical 
differences were evident. Uneven group numbers were accounted for in the analysis. 

 
 
 
 

Group  Mean Difference 

 
Survivors 

 
(n = 768) 

 
4.43 

 

Failed (n = 423) 4.50 No statistical significant difference. 
 
 
 
 

Summary – Business relationship quality 
 

In terms of business relationships (in general), franchisee survivors, franchisee failures and 
independent survivors did not differ much in their responses, with 80% of respondents in 
these three groups rating their relationship partners as being trustworthy and fair and their 
relationships  with  them  to  be  satisfactory.    Alternatively,  independent  failed  business 
owners rated the trustworthiness, fairness and satisfaction with their business partners 
significantly lower than the other three groups.  However, in relation to perceived support 
and confidence in their partners, both independent groups rated these significantly lower 
than did the franchisee groups.   However, when comparing survivors and failed business 
owners (across the board) there was no significant difference in the ratings of these groups. 

 
In relation to franchisee/franchisor relationship quality all franchisee respondents (survivors 
and  failed)  rated  their  relationship  quality  quite  highly  with  approximately 80%  of  all 
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franchisee respondents responding favourably to questions relating to trust, fairness, 
satisfaction,  confidence, support  and  commitment in  the  relationships  with  their 
franchisors. 

 
 
 
 

3.4.1.2  Decision-making autonomy 
 

Decision-Making Autonomy refers to the degree to which respondents believed they had 
control and freedom associated with decision-making in relation to their business.   Firstly, 
each question is presented along with the percentage of agreement or disagreement with 
these  statements  across  the  four  groups.     Secondly,  mean  scores  across  groups  are 
compared to determine where statistically significant differences are evident. 

 
 

Q1:  I am my own boss, when it comes to making decisions about my business. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 82 % 83 % 88 % 89 % 
Disagree 18 % 17 % 12 % 11 % 

 
 

Q2:  I have the freedom to do whatever I liked with my business. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 77 % 72 % 88 % 87 % 
Disagree 23 % 28 % 12 % 13 % 

 
 

Q3:  There are very few constraints on my decision-making associated with my business. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 75 % 76 % 85 % 81 % 
Disagree 25 % 24 % 15 % 19 % 

 

 
 
 

Group mean comparisons – Decision-making autonomy 
 

Responses to the above three questions were combined to represent a “composite variable” 
representing decision-making autonomy via mean estimation.    Group means were then 
compared across the four groups to determine where statistical differences were evident. 
Uneven group numbers were accounted for in the analysis. Figure 3.14 depicts the results. 



84  

Figure 3.14 
 

Decision-Making Autonomy 
 
 
 

Independent - Failed 4.93 
 

 
Independent - Survivor 5.03 

 
 
 
 
 

Franchisee - Failed 4.37 
 
 

Franchisee - Survivor 4.42 
 

 
4 4.2 4.4 4.6 4.8 5 5.2 

 
 

Significantly stronger for independent groups 
 
 

In relation to business survival, we grouped respondents into two groups “survivors” and 
“failed” (regardless of business format ownership) to determine if there was a significant 
difference in decision-making autonomy  across these groups. Results appear below. 

 
 
 
 

Group  Mean Difference 

 
Survivors 

 
(n = 768) 

 
4.89 

 

Failed (n = 423) 4.68 Significantly stronger for “survivor” group. 
 
 
 
 
 
 

Summary – Decision-making autonomy 
 

There was a clear difference between the franchisee and independent groups in relation to 
decision-making  autonomy,  with  the  independent  groups  significantly  higher  on  this 
measure.  This finding is expected given that franchisees are restricted, to a certain extent, 
in their independent decision-making opportunities within a franchise system.   However, 
the results also indicate that surviving business owners (across the board) had significantly 
higher decision-making autonomy than did the failed business owners, which indicates that 
decision-making autonomy could be considered a success factor in business. 
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3.4.1.3  Adaptability 
 

Adaptability  refers  to  the  degree  to  which  respondents  believed  they  could  adapt  to 
changing customer, market and business forces. Firstly, each question is presented along 
with the percentage of agreement or disagreement with these statements across the four 
groups.  Secondly, mean scores across groups are compared to determine where statistically 
significant differences are evident. 

 
 

Q1:  In my franchise/business, I can easily make changes to suit business needs. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 80 % 74 % 90 % 83 % 
Disagree 20 % 26 % 10 % 17 % 

 
 

Q2:  In my franchise/business, I can experiment with different approaches. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 80 % 74 % 89 % 87 % 
Disagree 20 % 26 % 11 % 13 % 

 
 

Q3:  In my franchise/business, I can adapt from situation to situation. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 83 % 80 % 93 % 95 % 
Disagree 17 % 20 % 7 % 5 % 

 
 

Q4:  In my franchise/business, I feel confident I can change things when necessary. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 85 % 72 % 91 % 89 % 
Disagree 15 % 28 % 9 % 11 % 

 
 

Q5:   When times get tough, I could easily adjust my finances accordingly. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 78 % 71 % 76 % 58 % 
Disagree 22 % 29 % 24 % 42 % 
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Q6:   When times get tough, I could easily adjust my staffing levels accordingly. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 72 % 76 % 77 % 73 % 
Disagree 28 % 24 % 23 % 27 % 

 
 
 
 
 

Group mean comparisons – Adaptability 
 

Responses to the above six questions were combined to represent a “composite variable” 
representing adaptability via mean estimation.   Group means were then compared across 
the four groups to determine where statistical differences were evident. Uneven group 
numbers were accounted for in the analysis. The results are summarised in Figure 3.15. 

 
Figure 3.15 

 
Adaptability 

 
 
 

Independent - Failed 4.64 
 
 

Independent - Survivor 4.55 
 
 
 
 
 

Franchisee - Failed 4.49 
 
 

Franchisee - Survivor 4.48 
 

 
4.4 4.45 4.5 4.55 4.6 4.65 

 
Significantly stronger for independent groups 

 
 

In relation to business survival, we grouped respondents into two groups “survivors” and 
“failed” (regardless of business format ownership) to determine if there was a significant 
difference in adaptability  across these groups. Results appear below. 

 
 
 

Group  Mean Difference 

 
Survivors 

 
(n = 768) 

 
4.62 

 

Failed (n = 423) 4.46 Significantly stronger for “survivor” group. 
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Summary – Adaptability 
 

Overall, the independent groups scored higher on adaptability.  For example, in relation to 
responding to changing business needs, adapting to different situations and experimenting 
with different approaches, independents felt they were more able to do these things (as 
opposed to franchisees).   However, when asked about adaptability in relation to finances 
and staffing levels all groups scored relatively evenly on this, except for the independent 
failed group who scored significantly lower on adaptability in relation to finances. In fact 
42% of respondents from the independent failed group said they were unable to adjust their 
finances accordingly, when times got tough. Finally, when comparing the survivor and failed 
groups (across the board), the survivors were significantly more adaptable than the failed 
business owners. 

 
3.4.1.4. Innovation 

 
Innovation refers to the degree to which respondents believed they were able to explore 
new  ideas  and  new  ways  of  doing  things  in  their  business.    Firstly,  each  question  is 
presented along with the percentage of agreement or disagreement with these statements 
across the four groups.   Secondly, mean scores across groups are compared to determine 
where statistically significant differences are evident. 

 
 

Q1:  In my franchise/business, we seek innovative ideas. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 82 % 85 % 89 % 85 % 
Disagree 18 % 15 % 11 % 15 % 

 
 

Q2:  In my franchise/business, people are not penalised for new ideas that don’t work. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 80 % 75 % 78 % 79 % 
Disagree 20 % 25 % 22 % 21 % 

 
 

Q3:  In my franchise/business, innovation is readily accepted. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 85 % 82 % 88 % 85 % 
Disagree 15 % 18 % 14 % 15 % 
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Group mean comparisons – Innovation 
 

Responses to the above three questions were combined to represent a “composite variable” 
representing Innovation via mean estimation.  Group means were then compared across the 
four groups to determine where statistical differences were evident. Uneven group numbers 
were accounted for in the analysis. Figure 3.16 depicts the results. 

 
Figure 3.16 

 
Innovation 

 
 
 

Independent - Failed 4.64 
 
 

Independent - Survivor 4.55 
 
 
 
 
 

Franchisee - Failed 4.49 
 
 

Franchisee - Survivor 4.48 
 

 
4.4 4.45 4.5 4.55 4.6 4.65 

 
No significant difference between groups 

 
 

In relation to business survival, we grouped respondents into two groups “survivors” and 
“failed” (regardless of business format ownership) to determine if there was a significant 
difference in Innovation across these groups. Results appear below. 

 
 
 
 

Group  Mean Difference 

 
Survivors 

 
(n = 768) 

 
4.53 

 

Failed (n = 423) 4.57 No statistically significant difference. 
 
 
 
 

Summary – Innovation 
 

The ability to seek out, create and embrace new ideas was rated quite highly by all groups. 
In   fact,  70  –   90%  of   all  respondents  rated  their  innovation  capabilities  positively. 
Furthermore, all group comparisons resulted in no mean differences being evident between 
any of the groups in relation to innovation. 
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3.4.2    Internal (personal) factors 
 

This section examines two variables that fall under the broad category of internal (personal) 
factors. They include personal well-being and regret and are further discussed individually. 

 
3.4.2.1  Personal well-being (Detrimental) 

 
Personal Well-Being refers to the degree to which respondents felt that ownership of their 
business led to detrimental effects on their health and quality of life.  Firstly, each question 
is   presented  along   with  the  percentage  of  agreement  or  disagreement  with  these 
statements across the four groups.  Secondly, mean scores across groups are compared to 
determine where statistically significant differences are evident. 

 
 

Q1:   Ever since owning this franchise/business, I have been more stressed. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 72 % 80 % 62 % 70 % 
Disagree 28 % 20 % 38 % 30 % 

 
 

Q2:   Ever since owning this franchise/business, my health has suffered. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 66 % 73 % 37 % 49 % 
Disagree 34 % 27 % 63 % 51 % 

 
 

Q3:   Ever since owning this franchise/business, I now have lots of free time. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 39 % 52 % 33 % 28 % 
Disagree 61 % 48 % 67 % 72 % 

 
 

Q4:   Ever since owning this franchise/business, my private life has suffered. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 67 % 80 % 43 % 55 % 
Disagree 33 % 20 % 57 % 45 % 
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Group mean comparisons – Personal well-being (Detrimental) 
 

Responses to the above four questions were combined to represent a “composite variable” 
representing  personal  well-being  via  mean  estimation  (please  note,  Q3  and  Q5  were 
reversed scored  to  reflect  detrimental well-being).    Group  means  were  then  compared 
across  the four groups to  determine where statistical differences were evident. Uneven 
group numbers were accounted for in the analysis. The results are displayed in Figure 3.17. 

 

 
 
 

Figure 3.17 
 

Personal Well-Being (Detrimental) 
 
 
 

Independent - Failed 3.82 
 
 

Independent - Survivor 3.48 
 
 
 
 
 

Franchisee - Failed 4.08 
 
 

Franchisee - Survivor 3.84 
 

 
3 3.2 3.4 3.6 3.8 4 4.2 

 
Significantly stronger for franchisee groups 

 
 

In relation to business survival, we grouped respondents into two groups “survivors” and 
“failed” (regardless of business format ownership) to determine if there was a significant 
difference in personal well-being (detrimental) across these groups. Results appear below. 

 
 
 
 

Group  Mean Difference 

 
Survivors 

 
(n = 768) 

 
3.58 

 

Failed (n = 423) 3.95 Significantly stronger for “failed” group. 
 
 
 
 

Summary – Personal well-being (Detrimental) 
 

In  relation to personal well-being, franchisees rated the detrimental effects of being in 
business much higher than did the independent business owners.   In fact, approximately 
70% of franchisees said that they were more stressed and their health and private lives had 
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suffered significantly since buying their franchise.   While 65% of independents said they 
were more stressed, they rated significantly lower on all other questions than did the 
franchisees.   When comparing survivors and failed business owners, it is not surprising to 
find  that  the  failed  group  cited  personal  detriment  significantly  higher  than  did  the 
survivors. 

 
 
 
 

3.4.2.2  Regret 
 

Regret  refers  to  the  degree  to  which  respondents  regretted  their  decision  to  go  into 
business.   Firstly, each question is presented along with the percentage of agreement and 
disagreement with these statements across the four groups.  Secondly, mean scores across 
groups are compared to determine where statistically significant differences are evident. 

 
 

Q1:  The worst thing I ever did was buy this franchise/business. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 60 % 70 % 22 % 30 % 
Disagree 40 % 30 % 78 % 70 % 

 
 

Q2:  If I had my time over again, I would not buy a franchise/business. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 64 % 73 % 24 % 33 % 
Disagree 36 % 27 % 76 % 67 % 

 
 

Q3:  I regret ever getting into franchising/business. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 64 % 71 % 20 % 25 % 
Disagree 36 % 29 % 80 % 75 % 

 

 
 
 

Group mean comparisons – Regret 
 

Responses to the above three questions were combined to represent a “composite variable” 
representing regret via mean estimation.   Group means were then compared across the 
four groups to determine where statistical differences were evident. Uneven group numbers 
were accounted for in the analysis. Figure 3.18 depicts the composite results. 
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Figure 3.18 
 

Regret 
 
 
 

Independent - Failed 2.61 
 

 
Independent - Survivor 2.18 

 
 
 
 
 

Franchisee - Failed 4.31 
 
 

Franchisee - Survivor 3.8 
 

 
0 1 2 3 4 5 

 
Significantly stronger for franchisee groups 

 
 

In relation to business survival, we grouped respondents into two groups “survivors” and 
“failed” (regardless of business format ownership) to determine if there was a significant 
difference in regret across these groups. Results appear below. 

 
 
 
 

Group  Mean Difference 

 
Survivors 

 
(n = 768) 

 
2.63 

 

Failed (n = 423) 3.67 Significantly stronger for “failed” group. 
 
 
 
 

Summary – Regret 
 

The franchisee groups regretted their decision to buy a business significantly higher than 
did the independents. There was quite a marked difference between franchisee and 
independents with 65 – 70% of franchisees saying it was the worst thing they had ever done 
and that, if they had their time over again, they would not buy a franchisee.   This is in 
contrast to independents, whereby only 20 – 30% of respondents regretted their decision to 
buy a business.  In comparing survivors and failed business owners (across the board), failed 
group registered significantly higher regret in relation to buying their business. 

 
3.4.3    External factors 

 
This section examines two variables that fall under the broad category of external factors. 
They include contractual restrictions and economic uncertainty and are further discussed 
individually. 
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3.4.3.1  Contractual restrictions 
 

Contractual Restrictions refers to the degree to which respondents believed that the 
restrictions placed upon them by their contractual business arrangements were detrimental 
to the ongoing success and potential of their business.    Firstly, each question is presented 
along with the percentage of agreement and disagreement with these statements across 
the four groups.   Secondly, mean scores across groups are compared to determine where 
statistically significant differences are evident. 

 
 

Q1:  Complying with my contractual obligations (franchise agreement, finance, rent, leasing, etc.) 
has been easy. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 23 % 26 % 23 % 30 % 
Disagree 77 % 74 % 77 % 70 % 

 
 

Q2:  Complying with my contractual obligations (franchise agreement, finance, rent, leasing, etc.) 
has created some real problems for me. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 64 % 74 % 40 % 44 % 
Disagree 36 % 26 % 60 % 56 % 

 
 

Q3:  Complying with my contractual obligations (franchise agreement, finance, rent, leasing, etc.) 
has hindered my business considerably. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 66 % 75 % 38 % 42 % 
Disagree 34 % 25 % 62 % 58 % 

 
 

Q4:  Complying with my contractual obligations (franchise agreement, finance, rent, leasing, etc.) 
restricts my business potential. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 67 % 76 % 45 % 47 % 
Disagree 33 % 24 % 55 % 53 % 
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Q5:  I am very dependent on my contractual partners. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 71 % 75 % 49 % 50 % 
Disagree 29 % 25 % 51 % 50 % 

 
 

Q6: Being dependent on my contractual partners restricts my business’s potential. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 66 % 79 % 50 % 41 % 
Disagree 31 % 21 % 50 % 59 % 

 
 

Q7:  I feel I am working solely for the benefit of my contractual partners and not for my own 
benefit. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 66 % 76 % 43 % 42 % 
Disagree 34 % 24 % 57 % 58 % 

 
 

Q8:   My contractual partners support, rather than hinder, my business. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 21 % 20 % 36 % 44 % 
Disagree 78 % 80 % 64 % 56 % 

 

 
 
 

Group mean comparisons – Contractual restrictions 
 

Responses to the above eight questions were combined to represent a “composite variable” 
representing contractual restrictions via mean estimation (please note, Q1, and Q8 were 
reversed scored  as  they  were  negatively worded).    Group  means  were  then  compared 
across  the four groups to  determine where statistical differences were evident. Uneven 
group numbers were accounted for in the analysis. Figure 3.19 records the results. 
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Figure 3.19 
 

Contractual Restrictions 
 
 
 

Independent - Failed 3.4 
 

 
Independent - Survivor 3.31 

 
 
 
 
 

Franchisee - Failed 4.39 
 
 

Franchisee - Survivor 4.12 
 

 
0 1 2 3 4 5 

 
Significantly stronger for franchisee groups 

 
 

In relation to business survival, we grouped respondents into two groups “survivors” and 
“failed” (regardless of business format ownership) to determine if there was a significant 
difference in contractual restrictions across these groups. Results appear below. 

 
 
 
 

Group  Mean Difference 

 
Survivors 

 
(n = 768) 

 
3.59 

 

Failed (n = 423) 3.90 Significantly stronger for “failed” group. 
 
 
 
 
 
 

Summary – Contractual restrictions 
 

In relation to the effect of contractual restrictions on the potential of their businesses, 
franchisees  felt  more  restricted  than  the  independents.       For  example,  65  –  75%  of 
franchisees said that their contracts created real problems for their businesses and hindered 
their potential.  In addition, they felt they were working entirely to benefit their contractual 
partners who, in turn, were hindering (rather than supporting) their businesses.   On the 
other  hand,  under  half  of  the  independent  operators  felt  that  their  contracts  were 
restricting to their business.   Once again, when comparing survivors and failed business 
owners, the failed group scored significantly higher on contractual restrictions than the 
survivor group. 
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3.4.3.2  Economic uncertainty (Detrimental) 
 

Economic Uncertainty refers to the degree to which respondents believed that the current 
turbulent economic environment had a detrimental effect on their business. Firstly, each 
question is presented along with the percentage of agreement and disagreement with these 
statements across the four groups.  Secondly, mean scores across groups are compared to 
determine where statistically significant differences are evident. 

 
 

Q1:   My business has not really been affected by the economic climate (i.e. national and/or 
global). 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 47 % 53 % 40 % 44 % 
Disagree 52 % 47 % 60 % 56 % 

 
 

Q2:  Things would be a lot different if it hadn’t been for the economic downturn (i.e. national 
and/or global). 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 82 % 84 % 67 % 62 % 
Disagree 18 % 16 % 33 % 38 % 

 
 

Q3:  The economic climate (i.e. national and/or global) has had a significant positive influence on 
by business. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 52 % 55 % 27 % 33 % 
Disagree 48 % 45 % 73 % 67 % 

 
 

Q4:  The economic climate (i.e. national and/or global) has had a significant negative influence on 
by business. 

 
Franchisee 

Survivor 
Franchisee 

Failed 
Independent 

Survivor 
Independent 

Failed 
 

Agree 76 % 80 % 65 % 62 % 
Disagree 24 % 20 % 35 % 38 % 
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Q5:   Economic uncertainty has taken its toll on my business. 
 

Franchisee 
Survivor 

Franchisee 
Failed 

Independent 
Survivor 

Independent 
Failed 

 
Agree 75 % 80 % 64 % 59 % 
Disagree 25 % 20 % 36 % 41 % 

 

 
 
 

Group mean comparisons – Economic uncertainty (Detrimental) 
 

Responses to the above five questions were combined to represent a “composite variable” 
representing economic uncertainty (detrimental) via mean estimation (please note, Q1, and 
Q3 were reversed scored to represent detriment).       Group means were then compared 
across  the four groups to  determine where statistical differences were evident. Uneven 
group numbers were accounted for in the analysis.  The results are summarised in Figure 
3.20. 

 
Figure 3.20 

 
Economic Uncertainty (Detrimental) 

 
 
 

Independent - Failed 3.94 
 
 

Independent - Survivor 3.93 
 
 
 
 
 

Franchisee - Failed 3.98 
 
 

Franchisee - Survivor 4 
 

 
3.88 3.9 3.92 3.94 3.96 3.98 4 

 
No significant difference between groups 

 
 

In relation to business survival, we grouped respondents into two groups “survivors” and 
“failed” (regardless of business format ownership) to determine if there was a significant 
difference in  economic  uncertainty  (detrimental)    across  these  groups.    Results  appear 
below. 

 
Group  Mean Difference 

 
Survivors 

 
(n = 768) 

 
3.95 

 

Failed (n = 423) 3.95 No statistically significant difference. 
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Summary – Economic uncertainty (Detrimental) 
 

Statistically, in relation to the effect of the economic downturn, there was no significant 
difference between franchisees and independents or when comparing survivors and failed 
business owners.  All parties appear to agree equally that economic uncertainty has, indeed, 
had a negative effect on their businesses.   In fact, 60 – 80% of all respondents said that 
economic uncertainty had certainly taken its toll on their businesses. Surprisingly though, 
the  detrimental  effect  of  economic  uncertainty  did  not  appear  to  differ,  at  all,  across 
survivors and failed business owners. 

 
 
 
 

3.4.4    Conclusion: Business operational factors 
 

The business operational factors, measured in this study, provide an account of some of the 
issues facing individuals as they conduct/conducted their businesses (via franchising or 
independently).      This section of the surveys focussed on issues relating to business 
relationships, decision-making, adaptability, innovation, personal well-being, regret and the 
effects of contractual restrictions and economic uncertainty. The key findings, relating to 
these factors, are summarised below: 

 
 
 
 

• Franchisees:  Overall, the findings in this section relating to franchisees’ experiences 
in their franchised businesses, are quite contradictory.  For example, in terms of the 
business relationships (in general) and relationships with their franchisors (in 
particular) franchisees were quite complimentary.     As for the most important 
contractual and  operational relationship they have (that  is with their franchisor), 
they were very positive with approximately 80% of franchisees saying they trusted 
their franchisor, had confidence in them, and they felt they were supported and 
treated fairly.   Alternatively, franchisees felt they were less adaptable to changing 
circumstances and had less decision-making autonomy than did the independent 
business owners.   However, this finding was expected, given the very structure of 
the  franchising  business  model  that  is  promoted  as  “not  being  in  business  by 
oneself”.   Furthermore,   the   finding   that   franchisees   felt   there   were   greater 
contractual restrictions (as opposed to independents) also was expected, given that 
they had the added contractual obligations to their franchisor over and above the 
normal business contracts (such as leasing and finance).   The contradictions in the 
findings, however, are in relation to personal well-being and regret (considering that 
business relationship and, in particular, franchisor relationship quality was highly 
rated).   Overwhelming, franchisees rated themselves as being highly stressed and 
that their health and personal lives had suffered significantly since being in business. 
In addition, they were much more likely to regret their decision to enter into their 
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business, than were the independents.  Although contradictory, this is an interesting 
finding which is further discussed in the concluding comments of this report. 

 
 

• Independents:     The  findings  in  relation  to  the  independent  business  owner’s 
perceptions of operational factors were to be expected.   For instance, they rated 
decision-making autonomy and adaptability much higher than did franchisees.  This 
makes sense, given that they are the key decision-makers in their business and, as a 
result, they would perceive more control, not only in their decision-making, but also 
in exercising their capabilities in adapting to changing business and market needs. 
However, they were critical of their relationships with contractual partners (as 
opposed to franchisees) with many citing trustworthiness, confidence and perceived 
support as being lacking in these relationships. While the majority of independents 
(65%) said they were more stressed since being in business, they did not rate the 
effect on their private lives and health as negatively as the franchisees.  In addition, 
when asked whether they regretted their decision to enter business, a much smaller 
proportion agreed with this statement (20 – 30%) as opposed to franchisees where 
the majority regretted the decision (65 – 70%). Finally, in terms of contractual 
restrictions, the independents did feel the effect of these, to some extent, but not to 
the degree experienced by franchisees. 

 
 

• Survivors/failed   businesses:   The   findings   indicate   that   the   five   key   business 
operational factors, that differentiate surviving and failed business owners, are (1) 
decision-making autonomy, (2) adaptability, (3) contractual restrictions, (4) person 
well-being and (5) regret.   Failed business owners felt that they had less decision- 
making autonomy and adaptability (as opposed to the survivors).   Given today’s 
competitive marketplace, where quick decisions and adaptable strategies are a must 
in  order  to  stay  competitive,  this  result  is  not  surprising.    Furthermore,  failed 
business owners cited contractual restrictions as impeding their business’s success 
and   potential.   Finally,   an   obvious   finding   was   that   failed   business   owners 
experienced higher levels of detriment to their personal well-being and significant 
regret in their decision to enter into business (as opposed to survivors).  However, it 
is interesting to note that there was no difference in an individual’s perception of the 
influence of economic uncertainty on their business success/potential across both 
the survivor and failed groups.   Therefore, economic uncertainty is not cited as a 
differentiating factor in terms of business survival/failure. 

 
 
 
Section 3 Conclusion 

 
In this section the Phase 2 quantitative survey and results were described. The model for 
developing this second phase of the research arose from the Phase 1 interviews conducted 
with franchising and small business experts, franchisors, and current and former franchisees 
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and independent small business owners. In the next section of the report we revisit the 
franchisee and independent interviewees from Phase 1 to monitor their outcomes during a 
period  of  economic  instability  before  providing  an  overall  discussion  of  the  research 
findings. 
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4:  Phase 3: Qualitative survey and results 
 
 

4.0  Background 
 

In  order  to  understand  the  effect  and  consequences  of  the  economic  downturn  on 
franchisees and independent small business owners, follow-up interviews were conducted 
with the original participants of the research in Phase 1. These interviews took place almost 
two years after the original contact, providing a longitudinal examination of the cases. The 
follow-up interviews were conducted by telephone by a single researcher. Conversations 
lasted from 10 to 30 minutes, depending on the participant’s willingness to divulge 
information about their situation. With permission of the participants, the interviews were 
recorded and notes were taken. 

 
Table 4.1 itemises the participants involved in the Phase 3 interviews. Only franchisees or 
independents who were operating their businesses during the Phase 1 interviews were 
approached (that is, we did not attempt to re-interview any ‘failed’ business operators that 
participated in Phase 1). Of the 37 relevant cases, some 25 people (68 percent) were re- 
interviewed for Phase 3. We were unable to contact seven of the original participants and 
three people were too busy to participate in the follow-up interview. 

 
Table 4.1 
PHASE 3 INTERVIEW PARTICIPANTS 

 
Phase 1 Participants Phase 3 Participants 

13 ‘successful’ franchisees  
 

5 ‘struggling’ franchisees  
 

14 ‘successful’ independents  
 

5 ‘struggling’ independents  

9 franchisees still in operation 
 

3 former franchisees (no longer operating) 
 

10 independents still operating 
 

3 former independents (no longer operating) 

37 interviews 25 interviews 

 
 
 

The  Phase  3  interviews  comprised  9  franchisees  and  10  independents  who  were  still 
operating their businesses plus a further 3 franchisees and 3 independents who were no 
longer operating their businesses. Participant demographics and a summary of outcomes of 
the Phase 1 and Phase 3 interviews are provided in Table 4.2 followed by a discussion of the 
outcomes for the Phase 3 participants. 
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Table 4.2 
‘Survival factors’ – Phase 1 & Phase 3 Interviews 
List of participants (n=41) 
Interviews (Phase 1=41; Phase 2=25) 

 
Franchisees and independent small business operators 

Case In operation Failed/ Industry State Location Gender Origin Years 2010 2012 Outcome 
  Struggling      op1

 

Fran Indep Fran Indep 
A1*     Fast food Qld Urban M&F New 1 Positive outlook but 

losing money. 
Barely coping. Will exit 
when lease expires. × 

A2*     Fast food Qld Rural F New 6 Negatively affected by 
GFC. 

Trying to sell. Business 
performance has 
declined. 

× 

A3*     Fast food Qld Urban F Existing 3 Bargain purchase. Built 
business up; performing 
well. 

Performing adequately. 
Will possibly renew the 
lease. 

 

A4*     Fast food x7 Qld Urban M New 10 Growth stalled during 
GFC. 

Wants to exit. Trying to 
sell all 7 units; 1 sold. × 

A5*     Carwash x 3 WA Urban M New 4 Performing well. Not 
affected by GFC. 

Expanding. Has acquired 
4th territory. 

 

A6*  ()   Bakery (F) 
Restaurant (I) 

Qld Rural M New 
New 

20 
5 

GFC has affected both 
businesses. 

Would like to sell 
franchise and 
concentrate on 
restaurant. 

 
--- 

A7*     Cafes x 2 Qld Urban M New 
Existing 

4 
2 

One franchise performing 
much better than the 
other. 

Wants to repay debt. Will 
continue to invest in the 
business. 

 
--- 
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A8*     Fast food Qld Rural M&F Existing 18 Affected more by 
competition than GFC. 

In legal dispute with 
franchisor. Very 
distressed. 

× 

A9*     Cafe x 2 Qld Urban M New 7 Not affected by GFC. Performing well. Will 
continue operating. 

 

A10     Business coach Qld Urban F New 2 Performing well. Unknown – unable to 
contact for 2nd interview. ? 

A11     Fast food x 4 Qld Urban M New & 
Existing 

9 One store making a loss. 
The others are struggling. 

Unknown, but stores are 
still operating. ? 

A12     Fast food Qld Rural F Existing 7 Affected by competition 
as well as GFC. 

Has purchased a second 
store; too busy to do 
second interview. 

? 

A13     Gymnasium SA Urban F New 1 Slower than expected and 
worsening. 

Unknown, but still in 
operation. ? 

B1*     Fast food NSW Urban M Existing 3 Losing money. Walked away (between 
interviews), still carrying 
debt. 

× 

B2*     Trade services ACT Urban M New 1 Slower than expected but 
optimistic. 

Walked away (between 
interviews), operating 
independently in similar 
business. 

× 

B3*     Transport Vic Rural M New 2 Sales lower than 
expected. 
Disappointed with 
performance. 

Sold due to personal 
issues. New franchisee 
interviewed; broke even 
after 9 months. 

 
--- 

B4     Fast food x 2 Qld Urban M Existing 7 Recently sold both 
businesses. Affected by 
competition, high rents 
and GFC. 

N/A.  
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B5     Fast food x 2 Qld Rural M New & 
Existing 

6 Performing very poorly; 
making a loss. Working 
very long hours. 
Contemplating walking 
away. 

Outcome unknown. 
Would have been 
affected by floods. 

? 

B6     Fast food x 2 NSW Urban F Existing 5 High debt level, poor 
sales. Franchisor 
threatened termination 
so franchisee walked 
away. 

N/A  

B7     Health clinic Qld Urban F Existing 4 Performing well until 
GFC. Walked away. 
Traumatised. 

N/A.  

C1*     Restaurant NSW Rural M Existing 2 Struggling. Entered voluntary 
administration between 
interviews. 

× 

C2*     B&B NSW Rural M&F Existing 3 Doing well until GFC. Lack 
of customers. 

Coping. Hoping to sell in 
12 months and retire. 

 
--- 

C3*     Organic grocer Tas Rural F Existing 7 Not affected by GFC. 
Niche industry. 

Performing well. No plans 
to expand. 

 

C4*     Tree surgeon Tas Rural M New 10 Not affected by GFC. 
Niche industry. 

Performing well. No 
expansion plans. 

 

C5*     Nail salon NSW Rural F New 1 Struggling. Has decided not to 
franchise. Losing money. × 

C6*     Hairdresser Qld Urban F Existing 10 Performing well. Budget 
end of market. 

Performing well. 
Expanding. 

 

C7*     General store NSW Rural F Existing 6 Affected by GFC. Working 
long hours. 

Profits are down. Hoping 
to sell. × 
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C8*     Management 
consultant. 

Vic Urban F New 6 Not affected by GFC. 
Positive outlook. 

Now finding economic 
conditions difficult. 
Controlling costs and 
increasing client spend. 

× 

C9*     Manufacturer Vic Urban M New 2 Not affected by GFC. Niche industry. 
Performing well. 

 

C10*     Delicatessen Qld Rural M New 2 Has been difficult to build 
up the business. Working 
very long hours. 

Still struggling. × 

C11     Tailor Vic Urban F New 8 Moved to home-based 
business as the GFC hit 
and was relatively 
unaffected. 

Uncontactable. Business 
still operating. ? 

C12     Restaurant Tas Rural M New 1 Planned around GFC. 
Performing well. 

Uncontactable. Business 
still operating. ? 

C13     Fast food Qld Urban M Existing 1 Built business up and sold 
it at a profit. 

N/A  

C14     Hair and beauty SA Urban F New 5 Performing well. 
Intending to expand and 
possibly franchise the 
business. 

Unable to be contacted. ? 

D1*     Metal recycling Qld Rural M New 16 Badly affected by GFC 
and business was 
flooded. 

Closed business in 2012. 
Walked away carrying 
large debt. 

× 

D2*     Naturopath Tas Rural F New 8 Not affected by GFC. 
Modest income. 

Closed business. Not 
interested in this career 
path any more. 

× 
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D3*     Alternative 
health therapies 

SA Urban F New 2 Set up during GFC and 
performed as expected. 

Closed business following 
a car accident. × 

D4     Child care x 2 Vic Urban M New 5 Poorly performing. High 
level of debt. 

Uncontactable. Business 
website closed. Assumed 
no longer operating. 

× 

D5     Craft supplies Tas Rural F New 5 Worked from home for 3 
years, then opened a 
shop. Affected by GFC 
and an unreliable 
supplier. Discretionary 
spend on hobbies has 
declined. 

Uncontactable. Phone 
disconnected and website 
no longer available. 
Assumed no longer 
operating. 

× 

D6     Awnings Qld Urban F&M New 3 Part-time business relying 
on a single product. High 
overheads. Lost money. 
Closed business down. 

N/A  

D7     Fast food NSW Rural M Existing 5 Performed well first 
couple of years. Affected 
by GFC. Closed business, 
lost his house. 

N/A  

1 Number of years operating at time of first interview in 2010 
* Two interviews were conducted (2010 and 2012) 
Outcome:  = improvement; x = decline; -- = neutral; ? = unknown 
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4.1  Outcomes of business operators 
 

The time span that elapsed between the Phase 1 and Phase 3 interviews was approximately 
22  months  (almost  two years), occurring between October 2010 and  August  2012. The 
global and national economic downturn continued throughout this period of time. The retail 
sector, in particular, was affected negatively during the economic downturn. However, 
despite this economic instability the number of (all) businesses operating in Australia 
increased during this period. The Australian Bureau of Statistics (ABS) reported growth rates 
of businesses of -0.1% during 2007-08, -1.0% during 2008-2009, 3.6% in 2009-10 and 
moderate growth of 0.4% in 2010-11 (ABS 2012). 

 
Reports of franchise sector statistics during this period of time provide evidence that the 
franchise sector outperformed business generally. The PriceWaterhouseCoopers (PwC) 
Franchise Sector Indicator revealed that medium and large franchise systems experienced 
10 percent growth in revenue and 10 percent in profitability (PwC 2012). Similarly, the 
Franchising Australia 2012 survey indicated that the franchise sector had grown in terms of 
sales turnover, franchise systems and franchise units during the 2010-2011 financial year 
(Frazer, et al. 2012). Both reports revealed that non-retail franchises were responsible for 
most of the growth, whilst retailing continued to struggle. This backdrop about the state of 
the small business and finance sectors nationally illustrates the context for the participants 
of this research. 

 
All the franchisees and independents who had been operating ‘successfully’ at the time of 
the first interview were still in operation when the second round of interviews took place. 
Most had found the economic conditions challenging. Of the nine franchisees that were re- 
interviewed, three were performing quite strongly, two were continuing to cope with little 
change in performance and four were underperforming. Three of the underperformers were 
intending to exit (upon expiry of the lease or through selling) and one (couple) was in a 
prolonged legal dispute with the franchisor. 

 
A similar pattern emerged from the 10 independents who were re-interviewed for Phase 3. 
Four respondents were performing well, two of whom had plans to expand. A further five 
independents were underperforming and one was coping but not performing well. 

 
The major themes emerging from the Phase 3 interviews are discussed below and are 
summarised in Table 4.3. 
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Table 4.3 
THEMES EMERGING FROM PHASE 3 INTERVIEWS 
Survival factors Franchisees Independents 

Low levels of debt   
Low rents   
Positive attitude   
Franchisor support (especially field support and national 
brand and advertising) 

  

Good working relationship with franchisor   

Positive culture in the network (franchisor and other 
franchisees) 

  

Niche industry or market segment   
Adaptability   
Control (eg over marketing budget, source of supplies)   

 
 
 

4.1.1  Common outcomes 
 
 

Three  themes  that  emerged  from  Phase  3  of  the  research  were  common  across  the 
franchisee and independent samples. These were related to the level of debt being carried, 
the impact of rents or leases and the attitude of the operator. 

 
4.1.1.1 Theme 1: Debt levels 

 
 

The differences in debt-to-equity ratios between successful and struggling operators were 
noted in the Phase 1 interviews. Those who had borrowed heavily and/or paid a premium 
price to purchase an existing business found great difficulty in servicing the debt. Not 
surprisingly, the subsequent passage of time during continued unfavourable economic 
conditions, had not relieved the situation for these operators. Those who were burdened by 
debt during Phase 1, but who had continued to operate, were feeling even greater pressure 
by the second interview. (The inability to service debt may have even been responsible for 
the  disappearance  of  some  firms  from  the  sample.)  Strategies  to  deal  with  finances 
remained a major pre-occupation for those who were operating with levels of debt. For 
example,  a  multiple-unit  franchisee  retailer  who  had  been  cautiously  optimistic  during 
Phase 1 was experiencing mixed performance results amongst his outlets by Phase 3. His 
main priority was to manage the level of debt whilst continuing to develop business 
opportunities. 
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‘Our overarching plans are to pay down the debt in the business ... we will 
continue to invest in the business and we will continue to engage with the 
community.’ (Multi-unit franchisee, mixed performance) 

 
Similarly, the independent operators were concerned about controlling their exposure to 
debt. A restaurant operator, with substantial capital tied up in infrastructure, revealed a 
similar plan of consolidating debt: 

 
‘We will continue on because we believe we can. But let’s work out how we 
are going to finance the inherent debt and move forward.’ (Independent, 
struggling.) 

 
4.1.1.2 Theme 2: Impact of Leases and Rent 

 
Tied closely to the issue of managing debt repayments was the impact of leases and high 
rentals. Those most affected were retail businesses (mostly franchises) located in urban 
shopping centres. The problem was not as marked in regional locations where rental 
arrangements were less costly and appeared to be more flexible in terms of achieving rent 
relief. 

 
The leasing problem surfaced in the initial interviews in Phase 1 and remained a pressing 
issue in Phase 3. A couple of people were biding their time until the lease expired and, 
unless they managed to sell their business in the meantime – a prospect rated by the 
interviewees as  most  unlikely  –  they  would  exit  upon  expiry  of  the  lease.  One  of  the 
struggling franchisees, whom we interviewed in Phase 1, indicated at the time that he was 
either going to bide his time until the lease expired or he would ‘do a runner’. He confided 
his escape plan to us and appeared to be in two minds as to what he would do. We were 
unable to contact this franchisee in Phase 3 and his business appeared to have closed. 

 
Another franchisee located in an urban shopping centre had been relatively upbeat in his 
first interview with us, anticipating that the economy would soon recover. He had managed 
to survive his first year of trading but predicted that the lease would be his downfall. He said 
during Phase 1 that: 

 
‘ ... we were sort of just scraping in with breaking even in the first year, we 
were  nowhere  near  that.  I  think  there  should  be  a  clause  with  the 
franchisor  and  landlord  (that  says)  if  we  go  way  over  and  above  the 
budget, we’ll gladly pay the increase. But if we come so far under, the 
landlord and franchisor should look at trying to lessen the blow by saying 
‘okay,  if  you’re  that  far  under  we’ll  change  your  lease  arrangement’ 
(Franchisee, struggling, Phase 1 interview) 

 
When this franchisee was re-interviewed in Phase 3 he commented: 

 
‘We  have  three years  left  on  this  lease  and,  in  all  honesty,  if  nothing 
changes dramatically, we won’t renew the lease. The reason being is that 
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the costs are too high, based on our sales versus occupancy being over 30 
percent.’ (Franchisee, struggling, Phase 2 interview) 

 
Several of the franchisees indicated that their franchisors had been proactive in negotiating 
a change in lease arrangements on their behalf, whereas the independents did not have this 
support structure available. Nevertheless, the independent operators in our sample tended 
to be in locations outside shopping centres and leasing appeared to be less of an issue for 
them. 

 
4.1.1.3 Theme 3: Positive attitude 

 
 

Without exception, all the successful franchisees and independent operators whom we 
interviewed displayed a positive attitude rather than looking for someone to blame about 
the economic conditions. Of course, we were aware that, should their businesses be 
performing reasonably well, the owners were more likely to exhibit a positive response. 
However, a strong sense of self-belief and self-determination was evident in the successful 
operators. Common sentiments expressed were: 

 
‘People who fail blame everyone but themselves’. (Franchisee, successful) 

 
‘If you want more money, then you need to work harder’. (Independent, 
successful) 

 
‘I like to see my staff flourish’. (Independent, successful) 

 
‘Work is life and life is work’. (Franchisee, successful) 

 
‘We all know that it’s tough. We all have to tighten our belts and hang in 
there until things improve’. (Franchisee, successful) 

 
In contrast, the people who were struggling were very downbeat and despondent. They 
rarely took responsibility for their predicament, instead blaming the economy, customers, 
the franchisor, competitors, or shopping centre management. The contrast in attitude 
between the two groups (successful and struggling operators) was quite noticeable. We did 
not observe a difference between franchisees and independents in this regard. A franchisee 
whom we interviewed in Phase 3, but who had walked away from his business between our 
interviews, felt the franchise was at fault for his failed business. For example: 

 
‘They’ve (the franchisor) got you over a barrel ... I believe I was set up to be 
churned’. (Former franchisee) 

 
Another franchisee exited the franchise but continued operating under his own brand 
(apparently with agreement of the franchisor). He blamed the failure of the franchise unit 
as: 
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‘100  percent  because  of  the  relationship  with  the  franchisor  ...  it  was 
nothing to do with the GFC ... I believe with 100 percent certainty that (the 
franchisor) is a psychopath ... the (franchise) is a cult.’ (Former franchisee) 

 
In conjunction with their negative attitudes, the struggling operators also took less pride in 
their businesses. We noticed on our first visit that they appeared to pay less attention to 
detail in tidiness of the premises. One franchisee expressed a strong degree of disdain for 
his customers. In contrast, the successful operators were very conscious of providing good 
customer service. For example: 

 
‘I feel there are six reasons why we are successful: (1) we always try to do 
the right things by the client, (2) we work hard, (3) we answer phone calls 
politely, (4) we are always on time, (5) we charge reasonable rates, and 
finally (6) we treat clients respectfully’. (Independent, successful) 

 
In brief, there were marked differences in attitudes on a range of issues between the 
successful and struggling/failed operators. The successful owners remained upbeat, despite 
the challenging environment in which they were operating. The unsuccessful owners were 
keen  to  blame  external  influences  on  their  downfall.  In  addition,  they  seemed  quite 
exhausted with the struggle they had endured. 

 
Summary of common outcomes 

 
 

The Phase 3 interviews revealed three areas which franchisees and independents shared. 
Two related to financial aspects of the business. These were the ability to service debts and 
the ability to pay rent for their premises. Regardless of business model, if a small business 
owner had paid a premium price to enter the business and had borrowed a large amount of 
funds to start up, the decline in economic conditions had been a major force in their ability 
to survive. Greater diligence in valuing the business was key to purchasing the business at 
correct market value. Similarly, meeting lease repayments was an issue for some operators, 
particularly in urban shopping centres where it appeared to be more difficult to negotiate a 
reduction commensurate with the prevailing economic conditions. 

 
A third area of commonality was personal attitude. Positive attitudes were expressed by 
successful  operators,  whereas  struggling  operators  were  in  danger  of  becoming 
overwhelmed with negative emotion at their difficult predicament. 

 
4.1.2  Success factors related to franchising 

 
 

As well as the common themes identified above, the interviews in Phase 3 revealed three 
additional themes that were related to success with franchisees. These were factors that 
were related to belonging to a franchise network, namely, franchisor support, positive 
franchisor-franchisee relationships and a positive culture in the network. Each of these 
themes will be discussed in more detail. 
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4.1.2.1 Theme 4: Franchisor support 
 
 

The value of the franchisor’s support was evident in the success or otherwise of franchisees. 
Most  franchisees  recognised the  value  of  being  part  of  a  larger network, especially in 
relation to the power of the national brand and advertising. Similarly, franchisees had access 
to support in the field from trained personnel who were able to advise on matters such as 
local marketing and budget control. Conversely, independent operators do not have this 
support network at their disposal, although they chose to outsource expert advice in a few 
cases, thus providing a substitute for the in-built support structure provided automatically 
through  franchising.  For  example,  an  independent  hairdresser  used  the  services  of  a 
business mentor to help develop strategies for achieving growth through the economic 
downturn. 

 
Belonging to a franchise network does not, however, guarantee the benefits outlined above. 
We witnessed cases where franchisor support was strong, leading to positive outcomes for 
the franchisees. On the other hand, a less rosy picture was painted by some franchisees who 
were clearly dissatisfied with the perceived support provided by the franchisor. 

 
A franchisee whose performance was in decline since the first time we interviewed her 
indicated that, although her business was struggling to survive, she was grateful for the 
support provided by her franchisor: 

 
‘Because  of  the  GFC  we  have  had  to  let  go  of  some  very  good  staff. 
However,   there   have   been   some   great   marketing   efforts   from   the 
franchisor ... they provide adequate support. I probably couldn’t have 
survived during this difficult period on my own.’ (Franchisee, struggling) 

 
This franchisee had originally contemplated starting her own independent business but felt 
she would not actually have been better off had she taken that path. 

 
The  dilemma  of  whether  his  performance might  have  been  better  as  an  independent 
operator was faced by another (multi-unit) franchisee. During the second interview he 
expressed dissatisfaction with the franchisor’s support: 

 
‘The less we sell, the less the franchisor gets. The less he gets, the less he 
helps us. The less he helps us, the less he gets. So it’s a bit of a vicious 
cycle.’ (Franchisee, successful) 

 
Yet, when asked whether he would have been better off operating independently, the 
franchisee reflected: 

 
‘No. The brand is still important. But other than that we get nothing.’ 

 
Thus, even where the franchisor’s level of support was judged by the franchisee as non- 
existent, the value of the brand outweighed the lure of independence. 
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A further example of the perceived attractiveness of the franchisor’s brand power occurred 
with a franchisee with 20 years’ experience with a large franchise system. Despite admitting 
that the franchisor had not changed its level of support during the economic downturn, the 
franchisee conceded that brand recognition amongst customers was a strong motivator for 
him to remain in the system. In fact, he was accustomed to operating without franchisor 
support. 

 
‘Because we are a regional franchise we operate a lot on our own anyway.’ 
(Franchisee, successful) 

 
Similarly,  a  successful  multi-unit  franchisee  felt  that  a  major  benefit of  belonging  to  a 
national well-known brand was because of the franchisor’s investment in marketing. 

 
‘We’re  quite  pleased  to  be  a  part  of  a  national  brand  because  the 
franchisor  continues  to  invest  in  advertising  and  promotion  during  the 
GFC’. (Franchisee, successful) 

 
Nevertheless, we encountered a failed franchisee who lamented the perceived absence of 
support in his former franchise system, whilst acknowledging the benefits that franchise 
membership should bring. 

 
‘The reasons that you buy into a franchise are that you get a competitive 
advantage on your rent, on your food, on your insurances, along all those 
lines. The (franchise)  model gives you  absolutely none of  those.’ 
(Franchisee, unsuccessful). 

 
In summary, franchisees confirmed that there were significant benefits in belonging to a 
franchise  (in  terms  of  the  brand,  national  advertising  and  promotion,  and  franchisor 
support), although some unsuccessful franchisees felt that their own franchisors had let 
them down. 

 
4.1.2.2 Theme 5: Positive franchisor-franchisee relationships 

 
 

Not surprisingly, the successful franchisees tended to have a good working relationship with 
the franchisor (or the franchisor’s corporate staff, in the case of large systems). The 
relationship  appeared  to  be  active  in  some  cases  (for  example,  with  regular  contact 
between the parties) or latent in others (for instance, with experienced franchisees who no 
longer needed regular contact). 

 
The presence of trust and open communication between the parties was apparent from our 
interviews with several successful franchisees. These franchisees were aligned with the 
franchisor’s strategic views and were able to appreciate the synergies associated with 
belonging to the system. One such franchisee commented: 

 
‘I  wanted  to  grow  my  business  as  much  as  I  wanted  to  grow  the 
(franchisor) brand.’ (Franchisee, successful) 
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Another franchisee emphasised the importance of having clear and open communication 
channels: 

 
‘Trust is extremely important and we continue to build trust because we 
talk frankly.’ (Franchisee, successful) 

 
Some franchisees openly praised their franchisors for guiding them through the economic 
downturn or for their overall level of ongoing support. For instance: 

 
‘Our franchisor is 100 percent supportive to everybody …. absolutely 
brilliant.’ (Franchisee, successful) 

 
Similarly, another franchisee commented: 

 
‘Our business has grown because our operating procedures and our 
franchisor guidance is second to none.’ (Franchisee, successful) 

 
Whilst praising the franchisor was a common reaction from successful franchisees, some 
also like to provoke and challenge the franchisor as demonstrated by this statement: 

 
‘It is important to leverage your franchisors. Make them work harder for 
you and question what they are doing.’ (Franchisee, successful) 

 
The  examples  above  support  the  notion  that  successful  franchisees  tend  to  maintain 
positive relationships with the franchisor. This positive attitude may be closely related to the 
personality attributes we recognised with successful operators noted in Theme 3 above. The 
question remains whether positive relationships will survive if the franchisee’s performance 
declines. There were few participants available in Phase 3 of the research to explore this 
hypothesis but we can relate two examples. 

 
In the first example, the franchisee had converted from an independent operator to a 
franchisee at the time of the first interview. He was positive about the future and spoke 
favourably of the franchisor. For example, he mentioned: 

 
‘In (franchise brand) it’s like a marriage … you’ve got to hold hands the 
whole way along and … the success often depends on the relationships.’ 
(Former franchisee, first interview) 

 
By the time of the second interview, almost two years later, the operator had exited the 
franchise and was operating independently again. He described his experience as ‘a huge 
mistake’ and had switched from using a ‘marriage’ analogy to describe his franchising 
relationship to one of a ‘cult’, lamenting that: 

 
‘This whole experience (franchising)  has been a waste of time …. For me, I 
just want to move on. We decided for my sake, emotionally and mentally 
and  everything  else  that  we  were  just  going  to  move  on.’  (Former 
franchisee) 
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In the second example, the franchisee was struggling to survive at the time of the Phase 1 
interview. His relationship with the franchisor had already broken down, describing the 
management as ‘no better than insurance salesmen’ and commenting that ‘there is no trust’ 
in the relationship and ‘they don’t come and speak to me unless they really have to’. In 
discussing the Chairman of the Board the franchisee commented: 

 
‘ … blah blah blah, (the Chairman) wouldn’t even know my name; wouldn’t 
know how to find (my location) if you gave him a street map and an atlas. 
They do nothing.’ (Franchisee, struggling, first interview) 

 
By the time of the second interview the operator had exited the franchise and had suffered 
a considerable loss. Not surprisingly, he had not regained any trust in the franchisor: 

 
‘The ultimate issue is not whether you make money or not – the issue is 
that the franchisor does promise to give you a competitive advantage …. 
The core product … is supplied to you from a factory owned by the same 
company … and they absolutely rape you for the price.’ (Former franchisee, 
second interview) 

 
In brief, the successful franchisees exhibited healthy and positive relationships with their 
franchisors   whereas  the   franchising   relationship   broke   down   with   the   unsuccessful 
operators. 

 
4.1.2.3 Theme 6: Positive culture in the network 

 
 

Co-existing with a positive franchisor-franchisee relationship is an overall positive culture 
within the franchise network. By their very nature, franchises rely on a network of 
communication, collaboration and sharing of values throughout the organisation. This 
network  includes  the  franchisor  leadership  and   management  team,  corporate  staff, 
company owned operations, franchisees, suppliers, customers and other stakeholders. The 
franchise organisation culture affects the way that the network members interact with each 
other. 

 
Successful franchisees tended to talk about shared goals and visions with the franchisor and 
other franchisees in our interviews. They were ‘big picture’ thinkers who recognised that 
their success was (somewhat) due to being part of a successful franchise system. These 
franchisees appeared to be closely aligned to the franchisor’s vision and values, enabling 
them  to  participate  and  contribute  effectively  to  the  established  environment.  There 
seemed  to  be  little  need  to  rely  on  external  forms  of  control,  such  as  the  franchise 
agreement, to operate effectively in these franchise systems. 

 
As stated by one franchisee when referring to his relationships with other franchisees in the 
system: 
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‘(We  have)  a  very  positive  culture  within  the  group.  Relationships  are 
positive and keep improving within the group as the group itself grows.’ 
(Franchisee, successful) 

 
Conversely, a franchisee who was struggling perceived the other franchisees in the system 
as competition: 

 
‘I keep to myself … the others (franchisees) don’t need to know how I’m 
going or what I’m planning to do next … best to keep a competitive edge.’ 
(Franchisee, struggling) 

 
Although independent operators do not have the luxury of a network of business owners 
with whom to share ideas or obtain support, they may use the external community in a 
similar fashion. For instance, one of the independent operators we interviewed highlighted 
the strong community culture within his regional centre: 

 
‘We  are  advantaged  being  in  the  country  (regional  area,  small  town) 
because the general businesses that  we use need our livelihood just  as 
much as we need theirs. So a lot of the businesses have been prepared to 
ride with us over the last 18 months knowing that we have been able to 
trade solvently … and honour our debts.’ (Independent, struggling) 

 
Although the above example of community support was evident for a small independent 
operator,  the  interviews  consistently  revealed  the  presence  of  a  strong  organisational 
culture within the franchise systems of the successful franchisees. 

 
Summary of success factors related to franchising 

 
 

The Phase 3 interviews revealed three prominent success factors that were unique to 
franchising. These were direct benefits of belonging to an established franchise system and, 
hence, were unavailable to independent small business owners who operate alone. The first 
advantage was  access to  franchisor  support,  particularly  the  benefits deriving from  the 
brand and national advertising, which only a large organisation can provide. In addition, 
franchisees were supported in the field by specialist advisors. Independent operators need 
to outsource this service from professionals, if they wish to achieve a similar outcome. 

 
The second success factor related to franchising was the existence of a positive working 
relationship with the franchisor and corporate staff and a high level of trust. 

 
The final factor was the existence of a positive culture in the franchise organisation, 
influencing the way that franchisees interacted with and responded to other franchise 
stakeholders. 

 
4.1.3 Success factors related to independent operations 

 
A further three themes arising from the Phase 3 interviews related specifically to success 
factors  experienced  by  independent  small  business  owners.  In  contrast  to  franchising, 
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where specific benefits arose due to the size of the system, the three themes that pointed 
to independent success were consistent with the businesses being small. One was the ability 
to identify and enter small niche markets, another was the ability to rapidly adapt to change 
and the third was the degree of personal control available. 

 
4.1.3.1 Theme 7: Niche industry or market segment 

 
 

Amongst the sample of independent operators in this study were a few businesses that had 
entered a niche industry or market segment of an industry. These markets may not be 
suitable for franchising as they are difficult to replicate on a large scale. A large potential 
customer base needs to be available to allow franchise systems to grow – no doubt 
accounting for the popularity of industries such as fast food and home service franchises. 
However,  independent  small  business  owners  often  create  businesses  that  will  remain 
small, providing an opportunity to enter a niche market. 

 
Three examples of niche market segments in the independent sample were a tree surgeon, 
an  organic  grain  grocer and  a  manufacturer of  a  unique  food  product2.  There  are  no 
franchise systems operating in these particular industries. 

 
All  three  business  operators  indicated  they  had  not  been  affected  by  the  economic 
downturn. The tree surgeon had plans to expand and the other two operators were satisfied 
with their current growth. The manufacturer was in the enviable position of being able to 
‘knock back clients’: 

 
‘I’m not feeling any downturn … all I’m feeling is our business has been 
established and we’re on a growth pattern. We don’t feel the knocks and 
bumps that others would.’ 

 
Also: 

 
‘We were in the right place at the right time … the harder you work the 
luckier you become.’ (Independent, successful) 

 
The organic grain grocer credited her industry segment for her success: 

 
‘My business is reasonable because everyone needs to eat …. The industry 
is growing as everyone is trying to get healthy.’ (Independent, successful) 

 
Similarly, the tree surgeon indicated that he was unaffected by the GFC and that the 
economic outlook for his business was positive: 

 
‘When the GFC was in full operation … I had apprehensions of how would 
this global financial situation affect (my regional location) overall and my 
business specifically. I guess, in the weeks and months that followed, for 

 

 
 
 

2   The food product has not been identified in order to protect the confidentiality of the participant. 
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me  personally  there  was  no  impact  whatsoever  …  We  kind  of  joked 
amongst ourselves, you know, what recession?’ (Independent, successful) 

 
In brief, niche industry segments may be less susceptible to economic volatility and 
independent operations are more suited to niche industries than franchises. Although the 
small business experts interviewed in Phase 1 also observed this phenomenon, it was not 
specifically measured in the quantitative analysis in Phase 2 and therefore, remains 
subjective. 

 
4.1.3.2 Theme 8: Adaptability 

 
 

The ability to adapt quickly to change appeared to be more easily achieved by independent 
operators than  franchisees. Nimble responses to economic conditions proved crucial for 
some businesses. Whereas franchisees were bound by the system and the franchisor’s 
strategies, independent operators were free to make key strategic decisions at any time. 

 
Some of the adaptations that independents made to their business operations were cutting 
rental  costs  by  operating from home,  adding  to  the  existing  product  line,  tailoring  the 
product offering, reducing prices and changing the promotional mix. For instance: 

 
‘I use text messaging now to tell clients about special offers and new 
products. We’ve had a really good response.’ (Independent, successful) 

 
Franchisees lacked this flexibility in responding quickly to market conditions. Regardless of 
whether or not they agree with the franchisor’s direction, franchisees have to follow suit as 
illustrated by this comment: 

 
‘We do trust our franchisor, but there are things as franchisees we have to 
question that the franchisor does; that’s part and parcel...’ (Franchisee, 
struggling) 

 
Some franchisees expressed frustration at what they perceived was a lack of recognition by 
the franchisor of worsening economic conditions, with one franchisee likening it to a ‘ship 
that turns slowly’. 

 
Hence, due to the fact that independent operations are generally small and involve only one 
or two owners, there is greater capacity for the operators to adapt quickly to current market 
conditions. 

 
4.1.3.3 Theme 9: Control 

 
 

The final factor that differentiated franchisees and independent operators was their degree 
of personal control over all aspects of the business. Whereas franchisees are expected to 
follow  the  Operations  Manual  in  order  to  maintain  consistency  across  the  franchise 
network, independent operators have no such requirement. 
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An illustration of the difference in control is reflected in this comment from an interviewee 
who was both a franchisee in a large franchise system and an independent small business 
operating as a partnership. He confided that he was better off in his independent business 
than the franchise because: 

 
‘I have more control over the marketing budget and what it is spent on. 
Control over our spending dollars for marketing certainly has a positive 
impact.  If  your  marketing  dollars  are  spent  locally,  focusing  on  your 
business as an independent, the more you get benefit from them than if 
they are spent nationally with the national franchisor.’ (Franchisee/ 
Independent, successful) 

 
In  contrast to  franchising,  independent business  operators do  not  have  to  follow a  set 
system or answer to a higher authority. There are no rules or regulations governing the 
operations of an independent business, not only providing the flexibility noted in theme 8 
but  also  allowing independent owners to  try new ideas or  alternative approaches. This 
ability  to  innovate  at  the  ground  level  is  less  accessible  in  a  franchise  operation.  For 
instance, the owners of an independent ‘B&B’ (Bed & Breakfast accommodation) responded 
to worsening economic conditions by experimenting with a variety of approaches. 

 
‘I sent emails out to people that have been before, just reminding them 
we’re here ... and gift vouchers for Christmas ... or come and stay (for) 
Valentines and you get a free meal and all that kind of stuff. You’ve just 
got to try anything and everything ... If it’s a special occasion I bake them 
a cake or something like that, so then people think ok, ok we might come 
back.’ (Independent, struggling) 

 
In  brief,  the  opportunity  to  innovate  is  greater  in  an  independent  business.  Whilst 
franchisees are encouraged to provide suggestions to the franchisor (for instance, through a 
formal Franchise Advisory Council) their individual capacity to try new ideas is extremely 
limited. Franchise systems experiment in a much more controlled manner, such as through 
company stores, to test new products and processes and measure their performance. If the 
innovation is considered to benefit the system, procedural changes are then rolled out. Not 
only is this a time consuming process that may result in missed opportunity, franchisees lack 
autonomy in responding to market conditions. 

 
Summary of success factors related to independent operations 

 
The success factors, revealed in the Phase 3 interviews, that were evident in independent 
operations related to the fact that independent businesses were typically small and with 
simple structures, thus allowing them to respond quickly to changes in the external 
environment.  Moreover,  ownership  resides  with  the  independent  operator,  unlike  a 
franchise whereby the franchisee only retains the rights to operate an individual unit in the 
broader system under the control and direction of the franchisor. 

 
Three key factors were identified from the interviews. Firstly, independent businesses may 
have a greater ability to enter niche market segments. Their entrepreneurial owners may 



120  

recognise and seek to fill a gap in the market by offering a specialised product or service. 
Franchises could do this too, but the markets may be too small to be attractive to a large- 
scale network. During the economic downturn some niche markets may have continued to 
perform well due to their unique positioning. 

 
Secondly, independent businesses may be more flexible than franchise systems, enabling 
their owners to adapt and respond quickly to changes in the market. It was the speed of 
change that was noticeable when comparing the two business models, with independent 
businesses being able to make quick decisions and concomitant changes in operations. 
Franchise systems can also change, and have the resources behind them to enact change, 
but their size and complexity (for example, layers of management) may limit their ability to 
respond swiftly. 

 
Finally,  independent  business  owners  have  full  control  over  their  business  decisions 
whereas franchisees must follow the franchisor’s system. This power to act independently 
provides small business owners with an advantage over franchisees, enabling them to find 
innovative solutions to problems without disrupting the business. 

 
4.2 Overview of salient themes identified in Phase 3 follow-up interviews 

 
 

The purpose of the Phase 3 interviews was to revisit the participants (franchisees and 
independent small business owners) of Phase 1, after a period of almost two years, to judge 
how they had coped during the period of economic instability from 2010 to 2012. Some 25 
participants were able to be contacted. In general, those who had been struggling at the 
time of the first interview continued to do so or had failed or exited their businesses by the 
time of the follow-up interviews. Those who had expressed a more positive outlook during 
the first interview ended up with a mixture of outcomes. 

 
The follow-up interviews identified several factors that may be connected to the success of 
small businesses and franchises during an economic downturn. Some were common across 
both business models, namely finance issues and the positive attitude of the owner. Other 
factors were unique to each business model. Franchising success factors were related to 
benefits of  belonging to  a  well-known brand  backed by a  strong support  structure and 
positive organisational culture. Characteristics that were unique to independent business 
ownership were due to the size and simplicity of small business, allowing operators to adapt 
and innovate. Due to the small sample size for the qualitative phase of the research, no 
generalisations  may  be  drawn.  However,  the  themes  outlined  above  provide  general 
support for some key indicators of the survival model that was tested in Phase 2. 

 
The following section examines the relationship between the findings of the three phases of 
this research. 
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5: Conclusions 
 
 
5.0 Summary of research 

 
This research was undertaken in three separate phases. Phase 1 (reported in Section 2) 
involved in-depth interviews with 56 participants, including small business and franchising 
experts, franchisors, currently operating and former franchisees and independent small 
business owners. This phase of the research produced very rich qualitative data from which 
we developed a model of small business survival during an economic downturn. 

 
The model was tested in Phase 2 (reported in Section 3) via a quantitative analysis of data 
collected from four separate online surveys conducted with 1186 respondents comprising 
franchisee and independent ‘survivors’ and ‘failures’. 

 
Finally, Phase 3 of the research (reported in Section 4) involved follow-up interviews with 25 
franchisees and independents who participated in Phase 1. The purpose of this final phase 
of the research was to track the progress of the original participants and seek confirmation 
of the model developed from Phase 1 and tested in Phase 2. 

 
The following section synthesises all three phases of the research and offers an overall 
interpretation of the findings. 

 
 
 
 
5.1 Conclusions 

 
The  ensuing  discussion  aggregates  the  results  of  the  research  in  order  to  provide  a 
meaningful   interpretation   and   commentary  of   the   findings   of   the   qualitative   and 
quantitative phases of the research project. The discussion is organised according to 
implications  about  franchising,  independent  business  operations  and  general  survival 
factors across both models. 

 
• Franchisees:  The  findings  of   this  study  lead  to  some  interesting  conclusions 

regarding franchisees as a whole (that is, both survivors and failures).  What sets the 
experiences of franchisees apart from independents is the role that the franchisor 
plays in providing pre-entry information and the ongoing support they provide in the 
day-to-day operations of the franchisee’s business.  This added “support” (along with 
buying into an established brand) comes at a cost, in the form of larger financial 
outlays at start-up (leading to subsequent higher debt levels) and on-going royalties. 
However, regardless of larger financial outlays, franchising is appealing to individuals 
in an attempt to reduce the inherent risk associated with starting a new business.  In 
addition, the findings confirm that the risk-reduction factor of franchising appears to 



122  

advantage franchisees when seeking finance, as it appears they are much better 
received by financial institutions than are independents. 

 
 

Bearing in mind the perceived advantages of franchising, the findings clearly indicate 
that this business model tends to attract individuals who are distinctly different from 
those individuals who chose to run their businesses independently. From the outset, 
franchisees are more likely to be those individuals who find themselves in a position 
that necessitates that they “buy” themselves a job.   On this basis, they may find 
franchising to be an attractive option because of the business partnership they can 
forge with franchisors, rather than being in business “alone”. While their motivations 
to enter business may be different from independents, franchisees also appear to 
have different psychological traits. For example, franchisees have less confidence in 
their own capabilities and are motivated to act in order to avoid negative outcomes, 
rather than being proactive in achieving positive outcomes (as is a characteristic of 
independent business owners). Therefore, it is logical for them to be attracted to 
franchising and use this business model as a mechanism to utilise the capabilities of 
others (franchisors) towards achieving their own business success. Furthermore, as 
their actions are driven by a prevention-focus (that is avoiding negative outcomes), 
they are risk avoiders, not risk-takers, as are independent business owners. On this 
basis, the franchising business model fits well with their goal orientations. 

 
 

Having established that the type of individual attracted to franchising fits well with 
the unique characteristics of the franchising business model, one would expect that 
franchisees’ experiences, both in the pre-entry stage and operational stages of their 
franchising  relationship,  should  sit  well  with  them  and  be  viewed  in  a  positive 
manner. Overall, the  findings  support  this  notion.  For  example, in  the  pre-entry 
stage, franchisees reported that the depth and breadth of information available to 
them  was  quite  good  and,  more  importantly,  very  useful  in  expanding  their 
knowledge of franchising and assisting them to make informed decisions.  The only 
area that appeared to be problematic to franchisees was their difficulty in 
understanding their contractual obligations, prior to entering the franchising system. 
However, they were not alone with this issue as independent business owners also 
rated  their  comprehension  of  their  contractual obligations  poorly  (in  fact,  even 
worse   than     franchisees).   Overall,   though,   franchisees   rated   their   pre-entry 
experiences quite positively. 

 
 

In terms of their operational experiences, franchisees were also quite complimentary 
in terms of the relationships they had with their business partners and, in particular, 
with their franchisors. In fact, a large majority of franchisees cited trust, confidence, 
equity and support as being strong exemplars of the quality of the relationship they 
held with their franchisors.  While they did rate their decision-making autonomy and 
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adaptability (that is, business and contractually) much lower than independent 
business owners, these factors did not appear to influence their positive ratings of 
the relationship quality with their franchisor. This may be because franchising does 
not require them to be independent decision-makers or to make strategic decisions 
alone. In summary, in relation to their operational experiences, it appears that 
franchisees were quite positive and the only poorly rating factors were factors that 
were possibly expected from the franchising business model anyway (that is, lower 
decision-making autonomy, less adaptability and contractual restrictions). 

 
 

Recalling that franchisees were, overall, quite positive about their pre-entry and 
ongoing operational experiences in franchising, their overwhelming negative 
responses in relation to person well-being and regret were not to be expected.  They 
rated their experience with franchising as being highly stressful and having a 
detrimental effect on their health and private lives.   On this basis, the majority of 
franchisees  highly  regretted  their  decision  to  enter  into  franchising,  yet  they 
appeared to be quite happy with the relationship they had with their franchisor. In 
trying to make sense of these findings, we propose a possible explanation which, at 
this point, represents only conjecture, but is worthy of discussion and possible future 
research in this area. 

 
 

Proposed  Explanation:    What is  drawn  from the  findings  is  that  franchisees are 
largely positive about the role played by their franchisor within the pre-entry and 
operational stages of their franchising experience.  For example, franchisees felt that 
they were provided with ample, relevant and useful information prior to entering 
into their respective systems and provided with the appropriate on-going support 
from their franchisors. On this basis, we can say that franchisees’ pre-entry 
expectations of their franchisor have generally been met. This conclusion is made on 
the basis that franchisees were asked to rate their franchisor’s behaviour on many 
different aspects (that is, pre-entry and operational factors) and these ratings project 
an overall positive assessment.  However, for any business partnership to be fruitful 
the input of resources (tangible and intangible,) from both parties, is a necessity. 
Given that, by the franchisees’ own admission, franchisors appear to be upholding 
“their end of the bargain”, we must take a closer look at the role being played by the 
franchisee. 

 
 

For franchisees to be so negative about the decision they made to enter franchising, 
and the detriment they report in terms of their health and private lives, means that 
their  discomfort  arises  from  conflicting  cognitions.  In  other  words,  what  they 
expected   would   happen   in   their   franchising  business   is   not   what   they  are 
experiencing. That is, their expectations are not being met.  Given that the findings 
indicate  that  franchisors  are,  largely,  acting  in   accordance  with  franchisees’ 
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expectations, then the franchisee’s expectation disconfirmation may well come from 
the franchisee’s own behaviour. On this basis, it might be that franchisees may be 
discontent because the role that they are expected to play within the franchising 
partnership has never really been clearly articulated for them. It may be that the 
very characteristics of the franchising business model that are “sold” to franchisees 
(such as risk reduction and established brand) are causing franchisees to 
underestimate the role they must play for successful franchising outcomes to 
eventuate.  Furthermore, franchisees may view the greater start-up costs, involved 
in buying a franchise, as payment for franchisor “effort”, thus, reducing their 
responsibilities (in terms of behaviour and effort). The findings, in relation to attitude 
toward customers, support this notion, to some extent.  As franchisees exhibited a 
relatively negative attitude toward customers (compared with independents) it may 
indicate   that,   in   viewing   themselves  as   “customers”   of   franchisors   (that   is, 
exchanging money for franchisor services), they are looking to franchisors to create 
business value for them, rather than acknowledging that it is ultimately the customer 
who creates business value in any business (franchised or otherwise). It may be that 
the franchisee’s important role as the conduit between the franchisor and the 
customer has not been fully understood. 

 
 

In assuming there is some truth to the above explanation, franchisees must be 
schooled, right from the pre-entry stages, as to the important role they play within 
their business in order to achieve satisfaction and success.   It is not sufficient for 
franchisors  to  tell  franchisees  what  they  (the  franchisors)  can  do  for  them. 
Franchisors must be realistic in clearly communicating what franchisees must do for 
themselves (in terms of their roles, behaviours and effort). Franchisees must come to 
the realisation that, while they have paid money to the franchisor for the brand and 
its associated business support systems and business intelligence, success will only 
eventuate if the franchisor support mechanisms are coupled with franchisee 
capabilities and effort in delivering the brand effectively to their respective customer 
markets. As  a  consequence,  if  franchisees  enter  their  businesses  with  a  clearer 
picture of what they must “bring to the table”, along with clear expectations of what 
their franchisors must contribute, then the likelihood of expectations/experience 
disparity is reduced and a more positive assessment of the franchising experience is 
likely.  It  is,  thus,  proposed  that  the  effective management of  franchisee 
expectations, in relation to their own contribution to the partnership, may well 
provide the key to fostering healthy, prosperous business relationships in franchising 
in the future. 

 
 
• Independents:  The findings indicate that independent business ownership attracts a 

distinctly different type of person, than does franchising. Firstly, these individuals 
appear to enter into business more of their own choosing, rather than feeling forced 
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to buy themselves a job. Secondly, they are more proactive in seeking out positive 
goals and, subsequently, tend to be greater risk-takers than franchisors. Thirdly, they 
have considerable confidence in their own capabilities to achieve goals. This 
personality fits well with the independent business model, that is characterised by 
decision-making autonomy and unrestricted adaptability. Furthermore, independent 
business owners appear to value their customers more than do franchisees. This 
might be so because they acknowledge the value of their customers and, more 
importantly, the vital role their customers play in achieving business success. 

 
 

In terms of their pre-business entry decision-making, independents appear to 
approach information search in a less diligent manner than franchisees.   They are 
also  critical  of  the  information  available  to  them  prior  to  start-up  saying  they 
believed that the information, they had access to, was not always complete, or 
entirely  accurate.  Overall,  they  believed  that  the  pre-business  ownership 
information  did  little  to  inform  them  in  their  decision-making  or  reduce  any 
associated uncertainty.  Whether the blame for lack of quality information lies with 
external parties could be questioned as independents, by their own admission, were 
much less likely to seek out professional advice than franchisees. This may be 
indicative of their risk-taking nature and their confidence in their own ability. It is 
possible that they might not be as receptive to pre-entry information as they feel 
they do not need the help, or the advice, of others. 

 
 

Given what we know of independent business owners in the pre-entry stage, the 
findings  associated  with  some  operational  factors  measured  in  this  study  were, 
largely,  to  be  expected.  For  example,  independents  felt  they  had  much  more 
decision-making autonomy and were more freely adaptable to changing market and 
business forces, than were franchisees. The area that appeared to be problematic for 
independents, in the operational stages, lay within their business relationships with 
contractual partners.  Many cited that they did not trust or have confidence in their 
contractual partners and, in addition, viewed them as hindering the operation of 
their business, rather than providing support. This may be because the contracts 
they entered into (such as leasing and finance) were associated with the “costs” of 
running their business, so they deemed little “added value” to be associated with 
them.   Also, given that independents were less diligent in seeking out professional 
advice from the outset, they may have come across some contractual “surprises” 
during the operation of their business. This was evident, when independents were 
asked about their understanding of their contractual obligations, with many saying 
that, upon operation, they realised that some of the contracts they had signed upon 
business entry (which they had originally thought to be fair and equitable), turned 
out to be deceptive and had hidden surprises in the “fine print”. However, given 
their criticisms of their contracts they were much less likely (than franchisees) to 
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nominate their contractual obligations as key restrictions in the operation of their 
businesses. 

 
 

In  terms  of  detriment  to  personal  well-being  and  regret  (associated  with  their 
decision to  enter business), the independents scored significantly lower on  these 
dimensions. In fact, even when the failed independent business owners were asked 
if  they regretted their business entry decision, only 25% said they did. This is in 
contrast to 64% of surviving franchisees and 71% of failed franchisees who regretted 
their  business  decision.  Given  that  independents  rated  the  quality  of  pre-entry 
information and their on-going business relationships much lower than franchisees, 
this is an unexpected result. We surmise that these findings could be explained in 
terms of (1) personality, (2) expectations, and (3) attribution of blame. 

 
 

As previously discussed, the independent business model attracts a distinct type of 
person (than does the franchising business model).  These people are self-confident, 
risk-takers who are actively seeking out positive goals (that is, business success) and 
feel that the decision to enter business is more voluntary (of their own choosing) 
than franchisees. As they do not have the close “business partner” (franchisor), that 
the franchisee does, they thrive on making their own decisions and, subsequently, 
take responsibility for their own actions.  In doing so, they knowingly take risks that 
they hope will pay off, but at the same time they are aware that outcomes may be 
uncertain. In other words, their very personality (while maybe being more 
adventurous/reckless)  may  well  assist  them  in  constructing  more  realistic 
expectations in the sense they understand and accept the risks they are taking in 
knowing that success is not guaranteed. On this basis, they almost accept that things 
can go wrong, so when and if they do, they do not come as such a great shock to 
them. Furthermore, seeing as they are responsible for their own decision-making, 
when things go wrong, it is hard to attribute blame to others. 

 
 

Psychologically, it is a lot easier to cognitively reconcile disparities when an individual 
assumes personal responsibility for  the blame. While no-one  likes to admit  they 
made a wrong decision, the independent business owner, when attributing blame to 
themselves, may well reconcile the problem by making statements such as “well, at 
least I had a go”. In other words, it is a lot less psychologically damaging to take 
ownership of a problem and move on.  Alternatively, individuals who attribute blame 
externally suffer greater psychological suffering as the uncontrollable behaviour of 
others begins to  “eat away” at them, thus, resulting in long-term bitterness and 
regret. Therefore, we suggest that the independent business owners’ approach to 
business entry may serve them well in the long-term, due to them having more 
realistic   expectations  of   the   nuances   of   business,   and   their   ability   to   take 
responsibility for outcomes, both positive and negative. 
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• Survivors/failed  businesses:    In  terms  of  business  survival/failure,  a  total  of  14 
factors, that differentiate survivors from failed business owners, have emerged from 
this research, (1) age, (2) level of education, (3) business ownership, (4), debt levels, 
(5) access to finance, (6) motivation to enter business, (7) prevention-focus goal 
orientation, (8) due diligence, (9) pre-entry information availability, (10) contractual 
understanding, (11) decision-making autonomy, (12) adaptability, (13) contractual 
restrictions, and (14) personal well-being and regret. 

 
 

In terms of the business owner’s characteristics, the results indicate that failed 
business owners tend to be older, have lower levels of formal education, feel (to a 
certain extent) that they were forced into business ownership, and are more likely to 
have a prevention-focus, than do survivors. While the failed business owners were 
marginally  older  than  the  survivors,  there  was  no  difference  in  their  years  of 
business experience across the groups.  In other words, years of business experience 
appears to have no bearing on the success, or otherwise, of the business. What did 
have an effect is formal education, with failed business owners being less tertiary 
qualified than survivors, thus, we can conclude that university education does have 
an impact on business survival. 

 
 

Goal motivation was another area that differentiated survivors from failed business 
owners, with failed business owners tending to be prevention-focussed individuals. 
In this sense, failed business owners are motivated to make decisions and act with 
the goal of preventing negative outcomes, rather than actively pursuing positive 
outcomes.  Consistent  with  this  finding,  our  research  also  revealed  that  failed 
business owners were more likely to be motivated to enter business due to 
circumstances  beyond  their  control   (that   is  they  were  forced   them  to   buy 
themselves a job). In other words, the act of entering business was, largely, to avoid 
a negative situation (such as being unemployed or having no income). It makes sense 
to assume that entering business, as a reactionary reflex to negative situations, can 
be detrimental to ultimate business success as this type of motivation is largely 
avoidance-based, rather than achievement-based. 

 
 

In terms of pre-entry information search, failed business owners felt that they had 
exerted considerable effort in seeking out information/advice (more so than 
survivors), but felt the information available to them was limited and also they had a 
poorer understanding of their contractual obligations than did the survivors.  In this 
sense, failed business owners felt that, while the information they accessed prior to 
entering their business was inadequate, it was not for the want of trying on their 
part.  On this basis, they appear to blame others for a lack of information in the pre- 
entry stages, which may indicate they are externally attributing blame. This could, 
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however, have been the case, with nearly 70% of failed business owners having 
accessed professional advice prior to business entry. 

 
 

In terms of financial commitments, failed business owners did carry higher levels of 
debt, than survivors. This finding does not mean failed business owners paid more at 
start-up (there was no significant difference in start-up costs between survivors and 
failed business owners), but it did mean their percentage of start-up costs, that were 
borrowed, was greater than evident in the ‘survivors’ cohort.   This outcome could 
have resulted from failed business owners having greater access to finance than 
survivors.  It is suggested that the easier it is to get finance, the more likely one is to 
take on a larger financial commitment.  It may be that failed business owners could 
not sustain their financial commitments and this was detrimental to their survival. In 
other words, ease of access to finance, may be a disadvantage, rather than an 
advantage, to potential business owners. 

 
 

In  the  context  of  operational  factors,  failed  business  owners  had  less  decision- 
making  autonomy,  were  less  adaptable  to  business  environmental  changes,  felt 
highly restricted by their business contracts and, as a consequence, experienced 
detrimental effects to their health and private lives and regretted their decision to 
enter the business arena. Interestingly, failed business owners were more likely to 
be  in  partnership with someone else (as  opposed  to  sole  owners) and  this  may 
explain why they felt restricted in their own decision-making and, to a certain extent, 
less adaptable.   Therefore, it appears that by having sole discretion over decision- 
making may assist individuals in taking responsibility for their own decision/actions, 
thus causing less psychological discomfort. In this sense, the management of 
partnerships (within a franchising agreement or with others), is an area that requires 
further attention. 

 
 

Finally, one of the goals of this research was to examine the effect of economic 
uncertainty on business survival/failure. The findings indicate that failed business 
owners did not attribute economic uncertainty any more detrimental to their 
businesses, than did survivors.  This does not mean that both groups (survivors and 
failed business owners) did not feel the negative effects of the current economic 
climate, as the majority of them did.  It meant that economic uncertainty was not a 
differentiating factor  between the  two  groups.  Thus,  it  is  suggested, that  other 
factors measured in this study (such as personality factors, motivations, decision- 
making  autonomy  and  adaptability)  provide  a  more  compelling  explanation  in 
relation to business survival, over and above the economic climate. 
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GRIFFITH UNIVERSITY HUMAN RESEARCH ETHICS COMMITTEE 
 

27-Jan-2010 
 
 
Dear Professor Frazer 

 
I write further to the additional information provided in relation to 
the conditional approval granted to your application for ethical 
clearance for your project "(NR) Survival of the fittest: The 
performance of franchised versus independent small business during 
economic uncertainty and recovery" (GU Ref No: MKT/31/09/HREC). 

 
This is to confirm receipt of the remaining required information, 
assurances or amendments to this protocol. 

 

 
 
 
Consequently, I reconfirm my earlier advice that you are authorised to 
immediately commence this research on this basis. 

 
The standard conditions of approval attached to our previous 
correspondence about this protocol continue to apply. 

 
Regards 

 

 
 
 
Dr Gary Allen 
Manager, Research Ethics 
Office for Research 
Bray Centre, Nathan Campus 
Griffith University 
ph: 3735 5585 
fax: 3735 7994 
email: g.allen@griffith.edu.au 
web: 

 
Cc: 

 
At this time all researchers are reminded that the Griffith University 
Code for the Responsible Conduct of Research provides guidance to 
researchers in areas such as conflict of interest, authorship, storage 
of data, & the training of research students. 
You can find further information, resources and a link to the 
University's Code by visiting 
http://www62.gu.edu.au/policylibrary.nsf/xupdatemonth/e7852d226231d2b44 
a25750c0062f457?opendocument PRIVILEGED, PRIVATE AND CONFIDENTIAL 

mailto:g.allen@griffith.edu.au
mailto:g.allen@griffith.edu.au
http://www62.gu.edu.au/policylibrary.nsf/xupdatemonth/e7852d226231d2b44
http://www62.gu.edu.au/policylibrary.nsf/xupdatemonth/e7852d226231d2b44
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Appendix 2: Phase 1 Interview Questions 
 
 
Currently operating franchisees 

 
Demographic information 

 
• Franchise System 
• Size/Age/Distribution of franchise units 
• Number of units held by franchisee 
• Number of years in system 
• Previous business experience 
• Previous employment 
• Education 
• Gender 
• Age (estimate) 
• Sole operation or partnership 
• Family support 
• Start-up cost 
• How the business was financed 
• Greenfield or existing site 

 
 
 

Due Diligence 
 

• Describe the search process prior to selection of franchise 
• Length of time 
• Cost of conducting due diligence 
• Use of professional advisors (eg accountant, lawyer) 
• Was your due diligence adequate? 
• Were your expectations matched? 

 
 
 

Operations 
 

• Did you notice a downturn in your business during the Global Financial Crisis (GFC) – 2008- 
2010? 

 
• If so, did you adapt any of your strategic or operational activities to address the downturn 

(eg cut staffing, discount prices, reduce local marketing)? 
 

• If yes, please describe the changes you made and how effective they were. 
 

• If not, what do you think was unique to your business that provided protection from the 
economic downturn? 
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• If so, does the franchise model accommodate your lower revenue? (eg flexibility with 
choice of suppliers, flexibility with payment of franchise fees) 

• Was your cash flow affected and, if so, how did you cope? 
• Did debtors take longer to pay? Were creditors demanding earlier payment? 
• Are you affected by a retail lease? Did this cause an issue? 
• Did your franchisor provide additional support to franchisees during the economic 

downturn? 
 

• If so, please describe how your franchisor assisted. 
 

• Did your franchisor modify any elements of the franchise during the economic 
downturn (eg marketing, field support, change suppliers)? 

• If so, please describe. 
• Is there anything you feel your franchisor should have done? 

 
 
 

Personal factors 
 

• Has the economic downturn affected your relationship with your franchisor? 
• Has the economic downturn affected your personal relationships or work/life 

balance? 
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Currently operating independent business owners 
 

Demographic information 
 

• Name of business and industry sector 
• Number of years in operation 
• Previous business experience 
• Previous employment 
• Education 
• Gender 
• Age (estimate) 
• Sole operation or partnership 
• Family support 
• Start-up cost 
• How the business was financed 
• Greenfield or existing site 

 
 
 

Due Diligence 
 

• Describe the search process prior to purchase or start up 
• Length of time 
• Cost of conducting due diligence 
• Use of professional advisors (eg accountant, lawyer) 
• Was your due diligence adequate? 
• Were your expectations matched? 

 
 
 

Operations 
 

• Did you notice a downturn in your business during the Global Financial Crisis (GFC) – 2008- 
2010? 

 
• If so, did you adapt any of your strategic or operational activities to address the downturn 

(eg cut staffing, discount prices, reduce marketing)? 
 

• If yes, please describe the changes you made and how effective they were. 
 

• If not, what do you think was unique to your business that provided protection from the 
economic downturn? 

 
• Was your cash flow affected and, if so, how did you cope? 
• Did debtors take longer to pay? Were creditors demanding earlier payment? 
• Are you affected by a retail lease? Did this cause an issue? 
• Did you access any support in order to cope with the GFC? 
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Personal factors 
 

• Has the economic downturn affected your personal relationships or work/life 
balance? 
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Franchisees who have ceased operating 
 

Demographic information 
 

• Franchise System 
• Size/Age/Distribution of franchise units 
• Number of units held by franchisee 
• Number of years in system 
• Previous business experience 
• Previous employment 
• Education 
• Gender 
• Age (estimate) 
• Sole operation or partnership 
• Family support 
• Start-up cost 
• How the business was financed 
• Greenfield or existing site 
• Circumstances surrounding the exit (eg sold below market value, sold at profit, 

walked away) 
Due Diligence 

 
• Describe the search process prior to selection of franchise 
• Length of time 
• Cost of conducting due diligence 
• Use of professional advisors (eg accountant, lawyer) 
• Was your due diligence adequate? 
• Were your expectations matched? 

Exit circumstances 
 

• Why did your business close? 
 

• Did the economic downturn have an impact on your decision to close the business? 
 

• What were the signs in the previous year that your business was struggling? 
 

• Did you obtain any support or advice about the management or operational aspects of your 
business? 

 
• Are you affected by a retail lease? Did this cause an issue? 
• Did your franchisor provide additional support to franchisees during the economic 

downturn? 
 

• If so, please describe how your franchisor assisted. 
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• Did your franchisor modify any elements of the franchise during the economic 
downturn (eg marketing, field support, change suppliers)? 

• If so, please describe. 
• Did any other franchisees suffer similar consequences? 
• What lessons have you learned from this experience? 

 
• What are you doing now? 
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Independent business owners who have ceased operating 
 

Demographic information 
 

• Business name and industry sector 
• Number of years in operation before exiting 
• Previous business experience 
• Previous employment 
• Education 
• Gender 
• Age (estimate) 
• Sole operation or partnership 
• Family support 
• Start-up cost 
• How the business was financed 
• Greenfield or existing site 
• Circumstances surrounding the exit (eg sold below market value, sold at profit, 

walked away) 
 

 
 

Due Diligence 
 

• Describe the search process prior to purchase or start up 
• Length of time 
• Cost of conducting due diligence 
• Use of professional advisors (eg accountant, lawyer) 
• Was your due diligence adequate? 
• Were your expectations matched? 

 
 
 

Exit circumstances 
 

• Why did your business close? 
 

• Did the economic downturn have an impact on your decision to close the business? 
 

• What were the signs in the previous year that your business was struggling? 
 

• Was your cash flow affected and, if so, how did you cope? 
• Did debtors take longer to pay? Were creditors demanding earlier payment? 
• Are you affected by a retail lease? Did this cause an issue? 
• Did you obtain any support or advice about the management or operational aspects of your 

business? 
 

• What lessons have you learned from this experience? 
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• What are you doing now? 



141  

Appendix 3: Phase 2 Surveys 
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Qualtries Smvey Software https:/Ide-viaweslqua!tries.eom/ControiPanei/PopUp.php?PopType=S... 
 
 
 
 

Block  3 
 
 
 
 

Griffith 
UNIVERSITY 

 
Welcome to the Survey for  the project: 

Survival of the fittest: 
The performance of franchised versus independent small  business 

during economic unc ertainty and recovery 
 

There is an information sheet with full information about the project at the end of the survey. The survey is being run by 
 

Professor Lorelle Frazer 
Dr. Scott Weaven 
Assoc Professor Debra Grace 
Griffith University 
Brisbane OLD 4111 
Telephone: 07 3382 1179 
Fax: 07 3382 1190 
Email:l.Frazer@griffith.edu.au 

 
The project is a national survey of small business in Australia to gauge how small business is faring and what factors are 
'successful' for small business during the economic downtum. All of your answers are completely confidential and only 
anonymous and generalised statistics are used in the results of the survey. 

 
There are no risks associated with participating in this research. 

 
All responses to this survey are confidential. The data supplied by you will be coded and identifying codes will be stored 
separately. Only aggregated data will appear in the report and no participant organisations will be able to be identified. 

 
Your participation in this survey is completely voluntary. You are free to withdraw from the study at any time without 
comment or penalty. You do not need to answer every question in the survey. By completing the following questionnaire 
you will be deemed to have consented to participate in this research project. 

 
Thank you for your participation! 

 
 
 
 
 
 
 
 
 

Are you a current franchisee? 
 

Yes 
 

No 

 
 
 
 

Part A: 
 
 

Part A: 
These questions relate to your thoughts and actions prior to buying your current franchise. 

mailto:Frazer@griffith.edu.au
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c c 

c 

Qualtrics Survey Software https:/Ide-viawest.qualtrics.com/ControlPanel/PopUp.php?PopType=S... 
 
 
 
 

Experience and Motivation 
 

 2 3 4 5 6  
Strongly Moderately Slightly Slightly Moderately Strongly Not 
Disagree Disagree Disagree Agree Agree Agree Applcable 

 
Prior to buying my franchise,Ihad a Jot of experience in 
conducting a business. 

 
Prior to buying my franchise Ihad a Jot of experience in the 
industry 

 
Prior to buying my franchise.Ihad a Jot of experience in 
franchising 

 
0 0 0 

 
 
0 0 0 0 0 0 
 
 
0 0 0 0  0 

 
Prior to entering my current franchising agreement, I was 
determined to buy a franchise.regardless of any advice from other  0 0 0 0 0 
people 

 
Iwas forced to buy a busni ess,so Icould generate some income  0  c c c c c 

 
Ientered into my current franchising agreement because I was  

0 0 0 
desperate to be my own boss 

 
Ididn't care what franchise Ibought into,I just wanted to buy a 
franchise 

 
 
 
 
 
 

Research 

0  c 0  c c c 0 

 
2  3 4  5 6  7 

Strongly  Moderately  Slightly  Slightly      Moderately     Strongly Not 
Disagree Disagree  Disagree  Agree  Agree  Agree  Applicable 

 
Prior to buying my franchise,Icarefully inspected the financials of  

0 0 0 
the business 

 
Prior to buying my franchise Igot professional advice about the 
financials of the business 

 
Prior to buying my franchise.I tooK precautionary steps to protecV 
maximise my investment 

 
0 0 0 0 0 
 

 
0  0  0  0  c 

 
Prior to buying my franchise,I got professionaladvice about my  

0 0 0 0 0 0 
investment 

 
Prior to buying my franchise,I wa s very careful to understand 
exactly how my money was being invested 

 
Prior to buying my franchise.Icollected a Jot ofinformation about 
the franchisor 

 
Prior to buying my franchise,Icollected a Jot of information about 
the industry (i.e.customers and competitors) 

 
Prior to buying my franchise,Icollected a Jot of information from 
external experts (.ie. professionals, consultants) 

 
Prior to buying to my franchise, Icollected a lot of information from 
existing franchisees 

 
Prior to buying my franchise,Icollected a Jot of information about 
running a business 

 
Iwas very proactive and thorough in conducting research before I 
purchased my franchise 

 

0  c 0  0  c 
 

 
0  c 0  c c 0 0 
 
 

0 0 0 0 
 
 

0 0 
 
 
0  0  c 0 
 
 

0 0 0 
 
 
0  0  0  0  0 
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Qualtrics Survey Software https:/Ide-viawest.qualtrics.com/ControlPanel/PopUp.php?PopType=S... 
 
 
 
 

lnfonnation 
 

 2 3 4 5 6  
Strongly Moderately Slightly Slightly Moderately Strongly Not 
Disagree Disagree Disagree Agree Agree Agree Applicable 

 
There was a lot of information  available to me, prior to buying my 
franchise 

 
Enough information was given to me to make aninformed decision 
about buying my franchise 

 
Iwith there was more information provided to me before Ibought 
my franchise 

 
There were many different avenues that Icould access information 
from before Ibought my franchise. 

 
Prior to buying my franchise,the information Igathered (or was 
given) was very relevant. 

 
Prior to buying my franchise,the information Igathered (or was 
given) was very accurate 

 
Prior to buying my franchise,the information Igathered (or was 
given) was very complete 

 
Prior to buying my franchise,the information Igathered (or was 
given) was very helpful 

 
Prior to buying my franchise,the information Igathered (or was 
given) was readily available when Ineeded it 

 
Prior to buying my franchise,the information Igathered (or was 
given) enriched my understanding of what Iwas getting into. 

 
Prior to buying my franchise.the information Igathered (or was 
given) reduced my uncertainty about buying a franchise 

 
Prior to buying my franchise.the information Igathered (or was 
given) highlighted some aspects that Ihad not thought about. 

 
Prior to buying my franchise,the information Igathered (or was 
given) made a big difference in my decision-making. 

 
 
 
 
 
 

Contractual Obligations 

 
0 0 0 

 
 
0 0 0 0 0 0 
 
 
0 0 0 0  0 
 
 

0 0 0 () 

 
 
0  0  () 0  0  () 

 
 
0  0 0 0  0 
 
 
0  0 0 0 0 0 0 
 
 

0 0 0 0 
 
 

0 0 
 
 

0 0 0 (I  (I 

 
 

0 0 0 
 
 
0 0 0 ()  0  0 
 
 

0 0 0 (I 

 

 2 3 4 5 6  
Strongly Moderately Slightly Slightly Moderately Strongly Not 
Disagree Disagree Disagree Agree Agree Agree Applicable 

 
Ifully understood my contractualobligations (franchise agreement, 
finance, rent, leasing. etc.) when  entering into the contracts 

 
0 0 0  0 

 
Upon entering into contracts (franchise agreement, finance, rent, 
leasing,etc) I believed my my contractualobligations to be fair and  0 0  0 
equitable 

 
Ireally had no idea what I was getting into when Isigned the 
contracts  associated with buying my franchise (franchise  0 0 0 0 0 0 
agreement,finance, rent, leases etc) 

 
Idid not have enoughinformation about my contractual obligations 
(franchise agreement, finance,rent,leasing,etc) when Isigned the  0 0 0 
contracts 

 
Ifeelthe contracts Isigned (franchise agreement. finance.rent. 
leasing,etc) were quite deceptive 

 
Idid not understand (or wasnaware of) the "fine print" in the 
contracts Isigned (franchise agreement,finance,rent,leasing,etc) 

 
0 0 0 0 
 
 
0 0 0 0 
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Finance 
 

 2 3 4 5 6  
Strongly Moderately Slightly Slightly Moderately Strongly Not 
Disagree Disagree Disagree Agree Agree Agree Appilcable 

 
It was very easy to get finance  to buy my franchise 

 
Financial institutions were very obliging in accommodating my 
financialneeds to buy my franchise 

 
Ihad to approach many different financialinstitutions before I got 
money to buy my franchise 

 
Generally, financial institutions were not interested in discussing 
my financialneeds to buy my franchise 

 
The only way Icould get finance to buy my franchise was by 
agreeing to pay a very high interest rate 

 
When Iapplied for finance  to buy my franchise I was treated very 
badly 

 
IfeelIwas discriminated against when Iapplied for finance to buy 
my franchise 

 
My franchisor assisted me by providing or arranging finance to 
start up my franchise 

 
 
 
 

Part B 

 
() () () () () () () 

 
 
()  ()  0 0 ()  0 0 
 
 
0 0 0 0 () 0 0 
 
 
() (I  (I  ()  () (I 0 
 
 
0 0 0 0 (I 0 0 
 
 
()  0 0  0 0 0 0 
 
 
()  (I  0 e () e e 

 
 

Part B: 
These questions relate to your thoughts and actions whilst operating your franchise 

 
 
 
 
 
 

Contractual Obligations 
 

2  3 4 5 6  7 
Strongly  Moderately  Slightly  Slightly     Moderately     Strongly Not 
Disagree Disagree  Disagree  Agree  Agree  Agree  Appilcable 

 
Complying with my contractualobligations (franchise agreement. 
finance. rent. leasing, etc) has been easy 

 
Complying with my contractualobligations (franchise agreement, 
finance, rent, leasing, etc) has created some realproblems for me 

 
Complying with my contractualobligations (franchise agreement, 
finance, rent. leasing, etc) has hindered my business considerably 

 
Complying with my contractualobligations (franchise agreement, 
finance, rent, leasing, etc) restricts my business potential 

 
()  (I  0 (I  0 (I  (I 

 
 

0 0  0  0  0  0 
 
 
0  e () (I  e () e 
 

 
0  0  0  e ()  0 0 

 
Iam very dependent on my contractualpartners ()  0 0 () ()  0 0 

 
Being dependent  on my contractual partners restricts my 
busni ess's potential 

 
IfeelIam working solely for the benefit of my contractual partners 
and not for my own benefit 

 
0 0 () 0 0 0 0 
 
 
() 0 0  (I  0 0 () 

 
My contractualpartners support,rather than hinder, my business ()  () (I  () () ()  0 
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Decision Making 
 

 2 3 4 5 6  
Strongly Moderately Slightly Slightly Moderately Strongly Not 
Disagree Disagree Disagree Agree Agree Agree Applcable 

 
Ifeelrestricted in my decision making a ssociated with my business 

 
Iam my own boss,when it comes to making decisions about my 
business 

 

Ihave the freedom to do whatever Ilike with my business 
 

0 0 0 0 0 
 

0 

There are very few constraints on my decision making associated 
with my business 

 
 
 
 
 
 

Relationships 
 

2  3 4 5 6  7 
Strongly  Moderately  Slightly  Slightly Moderately      Strongly Not 
Disagree Disagree  Disagree Agree  Agree  Agree  Appilcable 

 
Ican trust my franchisor 

 
Iam treated fairly by my franchisor  0 0 

 
Iam satisfied with the relationship Ihave with my franchisor  0 0 

 
Iam committed to my franchisor 0 0 0 0 

 
My franchisor provides me with all the support Ineed 0 0 0 

 
Ihave confidence in my franchisor 0 0 0 0 0 0 

 
Itrust my other contractual partners (finance.rent,leasing,etc) 0  0  0  0  c 

 
Iam treated faiy by my other contractual partners (finance, rent, 
leasing,etc) 

 
Iam satisfied with the relationship Ihave wilh my other contractual 
partners (finance,rent, leasing,etc) 

 
Iam committed to my other contractualpartners (finance,rent, 
leasing,etc) 

 
My other contractualpartners (finance, rent, leasing, etc) provide 
me with all the support Ineed 

 
Ihave confidence in my other contractual partners (finance.rent. 
leasing.etc) 

 
 
 
 
 
 

Economic Uncertainty 

 
(I  0 (I  0 0 (I 

 
 

0 0 0 0 
 
 
0  0 0 0  0 0 0 
 
 
0 0 0 0 
 
 

0 0 0 0 

 

 2 3 4 5 6  
Strongly Moderately Slightly Slightly Moderately Strongly Not 
Disagree Disagree Disagree Agree Agree Agree Applicable 

 
My business has not really been affected by the economic climate 
(i.e.national and/or global) 

 
Things would be a lot dfiferent ifhadn't been for the economic 
downturn. e.nationaland/or global) 

 
The economic climate (i.e.nationaland/or global) has had a 
significant positive influence on my business 

 
The economic climate (i.e.nationaland/or global) has had a 
significant negative influence on my business 

 
0 0 0 0 

 
 
0 0 0 0 0  0 0 
 
 

0 0 0 0 0 
 
 

0 0 0 0 0 0 

 
Economic uncertainty has taken its toll on my business  0 0 (I  0 0 
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brand 0 0 0  0 0  
 
Compared to our competitors, our brand is much stronger   

0   
0 

 
0 

 
0 

 
0 

Our brand is very well established in the market place 
 

0 c   
0 c c c 

 

c c 0  0  c c 

c c 

c c 0  c 
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Brand Strength 
 

 2 3 4 5 6  
Strongly Moderately Slightly Slightly Moderately Strongly Not 
Disagree Disagree Disagree Agree Agree Agree Applicable 

 
Evenif another competing brand has the same feature as ours, 
people still tend to buy our brand 

 
If there was another brand as good as ours,people would still buy 
our brand 

 
It makes sense to buy our brand.even if there is another similar 

 
0 0 0 

 
 
0 0 0 0 0 0 

 
 
 
 
 
 
 
 
 
 

Regret and Personal Well-being 
 

  
Strongly 
Disagree 

2 
Moderately 
Disagree 

3 
Slightly 

Disagree 

4 
Slightly 
Agree 

5 
Moderately 

Agree 

6 
Strongly 
Agree 

7 
Not 

Applicable 

 
The worst  thing I ever did was buy this franchise        

 
If Ihad my time over again,I would not buy a franchise   

0 c   c  

Iregret ever getting into franchising   
0 

 
0   

0 
 

0  
Getting into franchising was a great move   

0  c 
 

0 
 

0 
 

0 

Ever since owning this franchise.Ihave beenmore stressed 
 
Ever since owning this franchise.my health has suffered 

 c 
 

0 

c 
 

0 c 
 

0 

c 
 

0 

c 
 

c 

Ever since owning this franchise.Inow have lots of free time c c c c 
 

0 c 
 

0 

Ever since owning this franchise.my private life has suffered  c c   
0 

 
0  

Ever since owning this franchise.Ihave been so happy  0 0   
0 0  

 
 
 
 
 

Adaptability 
 

  2 3 4 5 6  
Strongly Moderately Silghtly Slightly Moderately Strongly Not 
Disagree Disagree Disagree Agree Agree Agree Applicable 

 
In my franchise, Ican easily make changes to subusiness needs        

 
In my franchise, I can experiment with different approaches c c c   c  

 
In my franchise, Ican adapt to my customers' needs c c c 

 
0 

 
0 

 
0 

 
0 

In my franchise, I can adapt from situation to situation   
0 c   

0 
 

0 
 

0 

In my franchise, I feel confident I can change things when 
necessary 

 
When times get tough,Ican easily adjust my finances accordingly  0 0 

 
When times get tough,Ican easily adjust my staffing level  

0 
accordingly 

 
When times get tough.Ican easily relocate my business if needed  0 0 0 

 
When times get tough,Ican easily negotiate new terms with my  

0 
contractualpartners 
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Innovation Orientation 
 

 2 3 4 5 6  
Strongly Moderately Slightly Slightly Moderately Strongly Not 
Disagree Disagree Disagree Agree Agree Agree Appilcable 

 
In my franchise. we seek innovative ideas 

 
In my franchise.innovation is perceived as too risky and is resisted  ()  () () e 0  0  e 

 
In my franchise.people are not penalised for new ideas that don't 
work 

 
0  e 0  c () e 0 

 
In my franchise, innovation is readily accepted  ()  0 0 0 0 c 

 
 
 
 

Block 2 
 
 

Parte 
These questions relate to your personal characteristics 

 
 
 
 
 
 

Personal Characteristics 
 

 2 3 4 5 6 7 
Strongly Moderately Slightly Slightly Moderately Strongly Not 
Disagree Disagree Disagree Agree Agree Agree Appilcable 

 
Ican always manage to solve difficult problemsif I try hard enough 

 
If someone opposes me. Ican find the means and ways to get 
what I want 

 
0 0 0 0 0 0 

 

It is easy for me to stick to my ami  s and accomplish my goals 
 

0 c 
 

0 
 

() 
 

0 
 

0 
 

() 

Iam confident that Icould dealeffiCiently with unexpected events 
 

() e 
 

0 
 

0 
 

0 e 
 

0 

Thanks to my resourcefulness. Iknow how to handle unforeseen 
situations 

 
0  0  e 0 () 0 0 

 
Ican solve most problemsif Iinvest the necessary effort  0 0 0 0 0 0 0 

 
Ican remain calm when facing difficulties because Ican rely on my 
coping abilities 

 
When Iam confronted with a problem. I can usually find several 
solutions 

 
0  0  0  e 0 
 
 
()  0  0  ()  0 

 
If Iam in trouble, I can usually think of a solution  0  () 0  0  () 

 
Ican usually handle whatever comes my way  e ()  0  e 0 () 
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Self Regulation 
 

 2 3 4 5 6  
Strongly Moderately Slightly Slightly Moderately Strongly Not 
Disagree Disagree Disagree Agree Agree Agree Applcable 

 
Idon't mind doing things even if they involve extra effort 

 
Ifeelexcited just before I am about to reach a goal  0 0 0 0  0 0 0 

 
Ienjoy actively doing tlhings,more than just watching and 
observing 

 
Ispend a great dealof tmi  e taking inventory of my positive and 
negative characteristics 

 
0 0 0 0 0 
 
 
0 0 0 0 

 

Ilike evaluating other people's plans  0  
Iam a "doer• 

 
Ioften compare mysefl wtth other people 

 
 

() 

c 
 

0 

 
 

0 

 
0 c 

 
c 

c 
 

c 

c 
 

c 

Ioften critique work done by mysefl  and otlhers  c c   c  
 
 
 
 
 

Customers 
 

  
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

3 
Slightly 

Disagree 

4 
Slightly 
Agree 

5 
Moderately 

Agree 

6 
Strongly 
Agree 

7 
Not 

Applicable 

 
Overall, Ilike to make friends witlh my customers        

 
Iam very empathetic towards my customers 

 
0 c c   

0 c 
 

0 

Ireally value my customers   
0 c   

0 
 

0 
 

0 

 
Igo out of my way to ensure my customers are happy   

0 
 

0 
 

0 
 

0 e e 

Ienjoy problem·solving with customers   
0 c   

0 
 

0  
Overall, customers are too demanding 

 
0 

 
0 c   

0 c c 

Generally, customers are a •pain inlhe neck" 
 

0 
 

0 
 

0 
 

()   
0  

It is so hard to make customers happy tlhese days 
 

0 c 
 

0 
 

0   
0 c 

 
 
 
 
 

What was your highest level of education? 
 

Junior High School Senior 

High School 

TAFE!TechnicalCollege 

University (Undergraduate) 

University (Postgraduate) 
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Demographics 
 

For how many years have you operated a 
busni  ess? 

 
For how many years have you operated a 
franchise? 

 
For how many years have you been a 
franchisee in the current system? 

 
What was the  totalstart-up (or purchase) 
price of your franchise? 

 
What was the percentage of start-up costs 
borrowed from financial institutions? 

 
What was the percentage of start-up costs 
that you provided? 

 
What was the percentage of start-up costs 
provided by others (eg family.friends, 
acquaintances etc) 

 
What percentage of personal assets did you 
use to secure borrowni g for start-up? 

 
 
 
 
 
 

Please  describe the type of business  you are in (eg, bakery, lawn mowing, etc) 
 
 
 
 
 
 
 

Where do you operate your franchise from? 
 

Retail stte or kiosk 
 

Mobile unit, vanor trailer 
 

Home based (offiCe or garage, etc) 

Commercialor industrial site 

 
 
 
 
 

Is your franchise in a capital city? 
 

Yes 
 

No 

 
 
 
 
 
 

If you have a retail  lease, what is the annual cost? 
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What is the  ownership arrangement of your franchise? 
 

Mate soel  owner 
 

Ownersihp with spouse/partner, predominantly managed by male 
 

Female sole owner 
 

OWnership with spouse/partner, predominantly managed by female 
 

Other ownership aiTangement 
 
 
 
 
 
 

What is your  age? 
 
 
 
 
 
 
 

How many years has the whole franchise system been operating for? 
 
 
 
 
 
 
 

Approximately how many  franchise units (ie franchised and company owned) are in your system? 
 
 
 
 
 
 
 

iiiGriffithUNIVERSITY 
 
 

Survi val of the fittest: The performance of franchised versus independent small 
business during economic uncertai nty and recovery INFORMATION SHEET 

 
Who is conducting the research: 
Professor Lorelle Frazer 
Dr. Scott Weaven 
Assoc Professor Debra Grace 
Griffith University 
Brisbane QLD 4111 
Telephone: 07 3382 1179 
Fax: 07 3382 1190 
Email: L.Frazer@griffith.edu.au 

 
Why is the research being conducted? 
Australian small businesses are the lifeblood of the economy and traditional generators of jobs. Some 1.93 million small 
businesses provide employment for 5.5 million workers and contribute 35% to the nation's annual GDP. However, there is 
a threat of rapid acceleration in business closures during the current period of economic uncertainty. This project will 
develop a predictive model of small business (independently owned and franchised) survival in regional and urban 
localities. The results will provide business owners and peak bodies with tools to improve business performance in periods 
of economic uncertainty and recovery. 
A total of 20,000 franchisees and independent business owners within the Australian small business sector will be invited 
to complete the survey. 

 
The expected benefi ts of the research 
This research is of direct benefit to a major sector of the Australian economy. According to the ABS, there are 1.93 million 
active small businesses in Australia representing 95.8% of all businesses. Yet, not all small businesses survive, with as 
many as 15% of small businesses exiting in a 12-month period (ABS, 2007). It is important that small business operators 
are equipped with knowledge and skills that will maximise the potential for their businesses to survive. Hence this research 
is important because it will analyse small business survival factors during a period of economic uncertainty as a means of 
identifying success strategies that are sustainable and enduring. Moreover, by comparing the performance of franchised 
and independent small business operations, this research will provide new and important information about the merits of 
choosing a particular business structure. 

mailto:Frazer@griffith.edu
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Questions I further  information 
If you have any queries about this research or if you require additional information, please contact the senior researcher, 
Professor Lorelle Frazer. 

 
The ethical conduct  of this research 
Griffith University conducts research in accordance with the National Statement on Ethical Conduct in Research Involving 
Humans. If potential participants have any concerns or complaints about the ethical conduct of the project they should 
contact the Manager, Research Ethics on 3735 5585 or email: research-ethics@griffith.edu.au 

 
Feedback to you 
The findings of the research will be available to participants, if desired. A web link to the full report will be emailed to 
participants on completion of the research. The report will be available on the website of the Asia-Pacific Centre for 
Franchising Excellence (http://www.franchise.edu.au). 

 
Who is funding this research 
This survey has been funded jointly by the Australian Research Council (ARC), the Franchise Council ofr Australia (FCA) 
and the Department of Innovation, Industry, Science and Research (DIISR). The research is being conducted 
independently by Griffith University.  The funding bodies will have no input into the conduct of the interviews, data 
collection, analysis, or preparation of the report. 

 
Privacy  Statement 
The conduct of this research involves the collection, access and/or use of your identified personal information. The 
information collected is confidential and will not be disclosed to third parties without your consent,except to meet 
government, legal or other regulatory authority requirements. A de-identified copy of this data may be used for other 
research purposes. However, your anonymity will at all times be safeguarded. For further information consult the 
University's Privacy Plan at www.griffith.edu.au/ua/aa/vc/pp or telephone (07) 3735 5585. 

mailto:research-ethics@griffith.edu.au
http://www/
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Block 3 
 
 

 
 

Welcome to the Survey for the project: 
Survival of the fittest: 

The performance of franchised versus independent small business 
during economic uncertainty and recovery 

 
There is an information sheet with full information about the project at the end of the survey. The survey is being run by 

 
Professor Lorelle Frazer 
Dr. Scott Weaven 
Assoc Professor Debra Grace 
Griffith University 
Brisbane QLD 4111 
Telephone: 07 3382 1179 
Fax: 07 3382 1190 
Email: L.Frazer@griffith.edu.au 

 
The project is a national survey of small business in Australia to gauge how small business is faring and what factors are 
'successful' for small business during the economic downturn. All of your answers are completely confidential and only 
anonymous and generalised statistics are used in the results of the survey. 

 
There are no risks associated with participating in this research. 

 
All responses to this survey are confidential. The data supplied by you will be coded and identifying codes will be stored 
separately. Only aggregated data will appear in the report and no participant organisations will be able to be identified. 

 
Your participation in this survey is completely voluntary. You are free to withdraw from the study at any time without 
comment or penalty. You do not need to answer every question in the survey.  By completing the following questionnaire 
you will be deemed to have consented to participate in this research project. 

 
Thank you for your participation! 

 
 
 
 
 
 

Are you a former franchisee? 
 

   Yes 
 

   No 
 
 
 
 

Part A: 
 
 

Part A: 
These questions relate to your thoughts and actions prior to buying your former franchise. 

 
 
 
 
 
 

Experience and Motivation 
 

1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
Prior to buying my franchise, I had a lot of experience in 
conducting a business. 

 
Prior to buying my franchise I had a lot of experience in the 
industry 

 
Prior to buying my franchise, I had a lot of experience in 
franchising 

 
Prior to entering my current franchising agreement, I was 

mailto:L.Frazer@griffith.edu.au
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determined to buy a franchise, regardless of any advice from other 
people 

 
I was forced to buy a business, so I could generate some income                                                                                                                 

 
I entered into my current franchising agreement because I was 
desperate to be my own boss 

 
I didn't care what franchise I bought into, I just wanted to buy a 
franchise 

 
 
 
 
 
 

Research 
 

1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
Prior to buying my franchise, I carefully inspected the financials of 
the business 

 
Prior to buying my franchise I got professional advice about the 
financials of the business 

 
Prior to buying my franchise, I took precautionary steps to protect/ 
maximise my investment 

 
Prior to buying my franchise, I got professional advice about my 
investment 

 
Prior to buying my franchise, I was very careful to understand 
exactly how my money was being invested 

 
Prior to buying my franchise, I collected a lot of information about 
the franchisor 

 
Prior to buying my franchise, I collected a lot of information about 
the industry (i.e. customers and competitors) 

 
Prior to buying my franchise, I collected a lot of information from 
external experts (i.e. professionals, consultants) 

 
Prior to buying to my franchise, I collected a lot of information from 
existing franchisees 

 
Prior to buying my franchise, I collected a lot of information about 
running a business 

 
I was very proactive and thorough in conducting research before I 
purchased my franchise 

 
 
 
 
 
 

Information 
 

1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
There was a lot of information available to me, prior to buying my 
franchise 

 
Enough information was given to me to make an informed decision 
about buying my franchise 

 
I wish there was more information provided to me before I bought 
my franchise 

 
There were many different avenues that I could access information 
from before I bought my franchise. 

 
Prior to buying my franchise, the information I gathered (or was 
given) was very relevant. 

 
Prior to buying my franchise, the information I gathered (or was 
given) was very accurate 

 
Prior to buying my franchise, the information I gathered (or was 
given) was very complete 

 
Prior to buying my franchise, the information I gathered (or was 
given) was very helpful 
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Prior to buying my franchise, the information I gathered (or was 
given) was readily available when I needed it 

 
Prior to buying my franchise, the information I gathered (or was 
given) enriched my understanding of what I was getting into. 

 
Prior to buying my franchise, the information I gathered (or was 
given) reduced my uncertainty about buying a franchise 

 
Prior to buying my franchise, the information I gathered (or was 
given) highlighted some aspects that I had not thought about. 

 
Prior to buying my franchise, the information I gathered (or was 
given) made a big difference in my decision-making. 

 
 
 
 
 
 

Contractual Obligations 
 

1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
I fully understood my contractual obligations (franchise agreement, 
finance, rent, leasing, etc.) when entering into the contracts 

 
Upon entering into contracts (franchise agreement, finance, rent, 
leasing, etc) I believed my my contractual obligations to be fair and                                                                                                                 
equitable 

 
I really had no idea what I was getting into when I signed the 
contracts associated with buying my franchise (franchise                                                                                                                 
agreement, finance, rent, leases etc) 

 
I did not have enough information about my contractual obligations 
(franchise agreement, finance, rent, leasing, etc) when I signed the                                                                                                                 
contracts 

 
I feel the contracts I signed (franchise agreement, finance, rent, 
leasing, etc) were quite deceptive 

 
I did not understand (or wasn't aware of) the "fine print" in the 
contracts I signed (franchise agreement, finance, rent, leasing, etc) 

 
 
 
 
 
 

Finance 
 

 
 
 
 

It was very easy to get finance to buy my franchise 
 

Financial institutions were very obliging in accommodating my 
financial needs to buy my franchise 

 
I had to approach many different financial institutions before I got 
money to buy my franchise 

 
Generally, financial institutions were not interested in discussing 
my financial needs to buy my franchise 

 
The only way I could get finance to buy my franchise was by 
agreeing to pay a very high interest rate 

 
When I applied for finance to buy my franchise I was treated very 
badly 

 
I feel I was discriminated against when I applied for finance to buy 
my franchise 

 
My franchisor assisted me by providing or arranging finance to 
start up my franchise 

 
 
 
 

Part B 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
 

Part B: 
These questions relate to your thoughts and actions whilst operating your former franchise 
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Contractual Obligations 
 

1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
Complying with my contractual obligations (franchise agreement, 
finance, rent, leasing, etc) was easy 

 
Complying with my contractual obligations (franchise agreement, 
finance, rent, leasing, etc) created some real problems for me 

 
Complying with my contractual obligations (franchise agreement, 
finance, rent, leasing, etc) hindered my business considerably 

 
Complying with my contractual obligations (franchise agreement, 
finance, rent, leasing, etc) restricted my business potential 

 
I was very dependent on my contractual partners                                                                                                                 

 
Being dependent on my contractual partners restricted my 
business's potential 

 
I feel I was working solely for the benefit of my contractual partners 
and not for my own benefit 

 
My contractual partners supported (rather than hindered) my 
business 

 
 
 
 
 
 

Decision Making 
 
 
 
 
 

I felt restricted in my decision making associated with my business 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
I was my own boss, when it came to making decisions about my 
business 

 
I had the freedom to do whatever I liked with my business                                                                                                                 

 
There were very few constraints on my decision making 
associated with my business 

 
 
 
 
 
 

Relationships 
 

 
 
 
 

I trusted my franchisor 

 
I was treated fairly by my franchisor 

 
I was satisfied with the relationship I had with my franchisor 

 
I was committed to my franchisor 

 
My franchisor provided me with all the support I needed 

 
I had confidence in my franchisor 

 
I trusted my other contractual partners (finance, rent, leasing, etc) 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
I was treated fairly by my other contractual partners (finance, rent, 
leasing, etc) 



157 
 
https://dc-viawest.qualtrics.com/ControlPanel/PopUp.php?PopType=SurveyPrintPrev... 30/10/2012 

 

Qualtrics Survey Software Page 5 of 10 
 

 
 
 
 

I was satisfied with the relationship I had with my other contractual 
partners (finance, rent, leasing, etc) 

 
I was committed to my other contractual partners (finance, rent, 
leasing, etc) 

 
My other contractual partners (finance, rent, leasing, etc) provided 
me with all the support I needed 

 
I had confidence in my other contractual partners (finance, rent, 
leasing, etc) 

 
 
 
 
 
 

Economic Uncertainty 
 

1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
My business was not really affected by the economic climate (i.e. 
national and/or global) 

 
Things would have been a lot different if it hadn't been for the 
economic downturn (i.e. national and/or global) 

 
The economic climate (i.e. national and/or global) had a significant 
positive influence on my business 

 
The economic climate (i.e. national and/or global) had a significant 
negative influence on my business 

 
Economic uncertainty took its toll on my business                                                                                                                 

 
 
 
 
 
 

Brand Strength 
 

1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
Even if another competing brand has the same feature as ours, 
people would still tend to buy our brand 

 
If there had been another brand as good as ours, people would still 
have used our brand 

 
It made sense to buy our brand, even if there was another similar 
brand 

 
Compared to our competitors, our brand was much stronger                                                                                                                 

 
Our brand was very well established in the market place                                                                                                                 

 
 
 
 
 
 

Regret and Personal Well-being 
 
 
 
 
 

The worst thing I ever did was buy a franchise 

 
If I had my time over again, I would not buy a franchise 

 
I regret ever getting into franchising 

 
Getting into franchising was a great move 

 
When I owned my franchise, I was more stressed 

 
When I owned my franchise, my health suffered 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 
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When I owned my franchise, I had lots of free time                                                                                                                                          

                   When I owned my franchise, my private life suffered                                                                                                                                            

                  When I owned my franchise, I was so happy                                                                                                                                                                      

 

 
 
 
 
 

Adaptability 
 

1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
When I owned my franchise, I could easily make changes to suit 
business needs 

 
When I owned my franchise, I could experiment with different 
approaches 

 
When I owned my franchise, I could adapt to my customers' needs                                                                                                                 

 
When I owned my franchise, I could adapt from situation to 
situation 

 
When I owned my franchise, I felt confident I could change things 
when necessary 

 
When times got tough, I could easily adjust my finances 
accordingly 

 
When times got tough, I could easily adjust my staffing level 
accordingly 

 
When times got tough, I could easily relocate my business if 
needed 

 
When times got tough, I could easily negotiate new terms with my 
contractual partners 

 
 
 
 
 
 

Innovation Orientation 
 
 
 
 
 

When I owned my franchise, we would seek innovative ideas 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
When I owned my franchise, innovation was perceived as too risky 
and was resisted 

 
When I owned my franchise, people were not penalised for new 
ideas that didn't work 

 
When I owned my franchise, innovation was readily accepted                                                                                                                 

 
 
 
 

Block 2 
 
 

Part C 
These questions relate to your personal characteristics 

 
 
 
 
 
 

Personal Characteristics 
 

1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 
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Agree 

 
I can always manage to solve difficult problems if I try hard enough                                                                                                                 

 
If someone opposes me, I can find the means and ways to get 
what I want 

 
It is easy for me to stick to my aims and accomplish my goals                                                                                                                 

 
I am confident that I could deal efficiently with unexpected events                                                                                                                 

 
Thanks to my resourcefulness, I know how to handle unforeseen 
situations 

 
I can solve most problems if I invest the necessary effort                                                                                                                 

 
I can remain calm when facing difficulties because I can rely on my 
coping abilities 

 
When I am confronted with a problem, I can usually find several 
solutions 

 
If I am in trouble, I can usually think of a solution                                                                                                                 

 
I can usually handle whatever comes my way                                                                                                                 

 
 
 
 
 
 

Self Regulation 
 
 
 
 
 

I don't mind doing things even if they involve extra effort 

 
I feel excited just before I am about to reach a goal 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
I enjoy actively doing things, more than just watching and 
observing 

 
I spend a great deal of time taking inventory of my positive and 
negative characteristics 

 
I like evaluating other people's plans                                                                                                                                                                

                   I am a "doer"                                                                                                                                                                                  

                                      I often compare myself with other people                                                                                                                    

                                                        I often critique work done by myself and others                                                                                           

                                                                        

 
 
 
 
 

Customers 
 

 
 
 
 

Overall, I like to make friends with my customers 

 
I am very empathetic towards my customers 

 
I really value my customers 

 
I go out of my way to ensure my customers are happy 

 
I enjoy problem-solving with customers 

Overall, customers are too demanding 

Generally, customers are a "pain in the neck" 

It is so hard to make customers happy these days 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 



160 
 
https://dc-viawest.qualtrics.com/ControlPanel/PopUp.php?PopType=SurveyPrintPrev... 30/10/2012 

 

Qualtrics Survey Software Page 8 of 10 
 
 
 
 
 
 
 
 
 
 
 

What was your highest level of education? 
 

   Junior High School 
    Senior High School 
    TAFE/Technical College 
    University  (Undergraduate) 

      University  (Postgraduate) 

 
 
 
 
 

Demographics 
 

For how many years had you operated a 
business? 

 
For how many years had you operated a 
franchise? 

 
For how many years were you a franchisee in 
the outlet or unit that ceased trading? 

 
What was the total start-up (or purchase) 
price of your former franchise? 

 
What was the percentage of start-up costs 
borrowed from financial institutions? 

 
What was the percentage of start-up costs 
that you provided? 

 
What was the percentage of start-up costs 
provided by others (eg family, friends, 
acquaintances etc) 

 
What percentage of personal assets did you 
use to secure borrowing for start-up? 

 
 
 
 
 
 

Please describe the type of business you were in (eg, bakery, lawn mowing, etc) 
 
 
 
 
 
 
 

Where did you operate your franchise from? 
 

   Retail site or kiosk 
    Mobile unit, van or trailer 
 

   Home based (office or garage, etc) 

     Commercial or industrial site 

 
 
 
 
 

Was your franchise located in a capital city? 
 

   Yes 
    No 
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If you had a retail lease, what was the annual cost? 
 
 
 
 
 
 
 

What was the ownership arrangement of your franchise? 
 

   Male sole owner 
    Ownership  with spouse/partner, predominantly managed  by male 
    Female sole owner 
    Ownership  with spouse/partner, predominantly managed  by female 
    Other ownership  arrangement 
 
 
 
 
 
 

What is your age? 
 
 
 
 
 
 
 

How many years has the whole franchise system been operating for? 
 
 
 
 
 
 
 

Approximately how many franchise units (ie franchised and company owned) are in your former franchise 
system? 

 
 
 
 
 
 
 

 
 

 
Survival of the fittest: The performance of franchised versus independent small business 

during economic uncertainty and recovery 
INFORMATION SHEET 

 
Who is conducting the research: 
Professor Lorelle Frazer 
Dr. Scott Weaven 
Assoc Professor Debra Grace 
Griffith University 
Brisbane QLD 4111 
Telephone: 07 3382 1179 
Fax: 07 3382 1190 
Email: L.Frazer@griffith.edu.au 

 
Why is the research being conducted? 
Australian small businesses are the lifeblood of the economy and traditional generators of jobs. Some 1.93 million small 
businesses provide employment for 5.5 million workers and contribute 35% to the nation’s annual GDP. However, there is a 
threat of rapid acceleration in business closures during the current period of economic uncertainty. This project will develop 
a predictive model of small business (independently owned and franchised) survival in regional and urban localities. The 
results will provide business owners and peak bodies with tools to improve business performance in periods of economic 
uncertainty and recovery. 
A total of 20,000 franchisees and independent business owners within the Australian small business sector will be invited 
to complete the survey. 

 
The expected benefits of the research 

mailto:L.Frazer@griffith.edu.au
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This research is of direct benefit to a major sector of the Australian economy. According to the ABS, there are 1.93 million 
active small businesses in Australia representing 95.8% of all businesses. Yet, not all small businesses survive, with as 
many as 15% of small businesses exiting in a 12-month period (ABS, 2007). It is important that small business operators 
are equipped with knowledge and skills that will maximise the potential for their businesses to survive. Hence this research 
is important because it will analyse small business survival factors during a period of economic uncertainty as a means of 
identifying success strategies that are sustainable and enduring. Moreover, by comparing the performance of franchised 
and independent small business operations, this research will provide new and important information about the merits of 
choosing a particular business structure. 

 
Questions / further information 
If you have any queries about this research or if you require additional information, please contact the senior researcher, 
Professor Lorelle Frazer. 

 
The ethical conduct of this research 
Griffith University conducts research in accordance with the National Statement on Ethical Conduct in Research Involving 
Humans. If potential participants have any concerns or complaints about the ethical conduct of the project they should 
contact the Manager, Research Ethics on 3735 5585 or email: research-ethics@griffith.edu.au 

 
Feedback to you 
The findings of the research will be available to participants, if desired. A web link to the full report will be emailed to 
participants on completion of the research. The report will be available on the website of the Asia-Pacific Centre for 
Franchising Excellence (http://www.franchise.edu.au). 

 
Who is funding this research 
This survey has been funded jointly by the Australian Research Council (ARC), the Franchise Council of Australia (FCA) 
and the Department of Innovation, Industry, Science and Research (DIISR). The research is being conducted 
independently by Griffith University. The funding bodies will have no input into the conduct of the interviews, data 
collection, analysis, or preparation of the report. 

 
Privacy Statement 
The conduct of this research involves the collection, access and/or use of your identified personal information. The 
information collected is confidential and will not be disclosed to third parties without your consent, except to meet 
government, legal or other regulatory authority requirements. A de-identified copy of this data may be used for other 
research purposes. However, your anonymity will at all times be safeguarded. For further information consult the 
University’s Privacy Plan at www.griffith.edu.au/ua/aa/vc/pp or telephone (07) 3735 5585. 

mailto:research-ethics@griffith.edu.au
http://www.griffith.edu.au/ua/aa/vc/pp
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Block 3 
 
 

 
 

Welcome to the Survey for the project: 
Survival of the fittest: 

The performance of franchised versus independent small business 
during economic uncertainty and recovery 

 
There is an information sheet with full information about the project at the end of the survey. The survey is being run by 

 
Professor Lorelle Frazer 
Dr. Scott Weaven 
Assoc Professor Debra Grace 
Griffith University 
Brisbane QLD 4111 
Telephone: 07 3382 1179 
Fax: 07 3382 1190 
Email: L.Frazer@griffith.edu.au 

 
The project is a national survey of small business in Australia to gauge how small business is faring and what factors are 
'successful' for small business during the economic downturn. All of your answers are completely confidential and only 
anonymous and generalised statistics are used in the results of the survey. 

 
There are no risks associated with participating in this research. 

 
All responses to this survey are confidential. The data supplied by you will be coded and identifying codes will be stored 
separately. Only aggregated data will appear in the report and no participant organisations will be able to be identified. 

 
Your participation in this survey is completely voluntary. You are free to withdraw from the study at any time without 
comment or penalty. You do not need to answer every question in the survey.  By completing the following questionnaire 
you will be deemed to have consented to participate in this research project. 

 
Thank you for your participation! 

 
 
 
 
 
 

Are you currently running an independent (ie not franchised) business? 
 

   Yes 
 

   No 
 
 
 
 

Part A: 
 
 

Part A: 
These questions relate to your thoughts and actions prior to buying/starting your current business. 

 
 
 
 
 
 

Experience and Motivation 
 

1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
Prior to buying/starting my business, I had a lot of experience in 
conducting a business. 

 
Prior to buying/starting my business I had a lot of experience in the 
industry 

 
Prior to buying/starting my business, I was determined to buy/start 
a business, regardless of any advice from other people 

 
I was forced to buy/start a business, so I could generate some 

mailto:L.Frazer@griffith.edu.au
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income                                                                                                                 
 

I bought/started my business because I was desperate to be my 
own boss 

 
I didn't care what business I bought/started, I just wanted to be in 
business 

 
 
 
 
 
 

Research 
 

1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
Prior to buying/starting my business, I carefully inspected the 
financials of the business 

 
Prior to buying/starting my business I got professional advice 
about the financials of the business 

 
Prior to buying/starting my business, I took precautionary steps to 
protect/ maximise my investment 

 
Prior to buying/starting my business, I got professional advice 
about my investment 

 
Prior to buying/starting my business, I was very careful to 
understand exactly how my money was being invested 

 
Prior to buying/starting my business, I collected a lot of information 
about the business 

 
Prior to buying/starting my business, I collected a lot of information 
about the industry (i.e. customers and competitors) 

 
Prior to buying/starting my business, I collected a lot of information 
from external experts (i.e. professionals, consultants) 

 
Prior to buying/starting my business, I collected a lot of information 
from existing business owners 

 
Prior to buying/starting my business, I collected a lot of information 
about running a business 

 
I was very proactive and thorough in conducting research before I 
bought/started my business 

 
 
 
 
 
 

Information 
 

1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
There was a lot of information available to me, prior to 
buying/starting my business 

 
Enough information was given to me to make an informed decision 
about buying/starting my business 

 
I wish there was more information provided to me before I 
bought/started my business 

 
There were many different avenues that I could access information 
from before I bought/started my business 

 
Prior to buying/starting my business, the information I gathered (or 
was given) was very relevant. 

 
Prior to buying/starting my business, the information I gathered (or 
was given) was very accurate 

 
Prior to buying/starting my business, the information I gathered (or 
was given) was very complete 

 
Prior to buying/starting my business, the information I gathered (or 
was given) was very helpful 

 
Prior to buying/starting my business, the information I gathered (or 
was given) was readily available when I needed it 
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Prior to buying/starting my business, the information I gathered (or 
was given) enriched my understanding of what I was getting into. 

 
Prior to buying/starting my business, the information I gathered (or 
was given) reduced my uncertainty about buying/starting a                                                                                                                 
business 

 
Prior to buying/starting my business, the information I gathered (or 
was given) highlighted some aspects that I had not thought about. 

 
Prior to buying/starting my business, the information I gathered (or 
was given) made a big difference in my decision-making. 

 
 
 
 
 
 

Contractual Obligations 
 

1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
I fully understood my contractual obligations (finance, rent, leasing, 
etc.) when entering into the contracts 

 
Upon entering into contracts (finance, rent, leasing, etc) I believed 
my contractual obligations to be fair and equitable 

 
I really had no idea what I was getting into when I signed the 
contracts associated with buying my business (finance, rent,                                                                                                                 
leases etc) 

 
I did not have enough information about my contractual obligations 
(finance, rent, leasing, etc) when I signed the contracts 

 
I feel the contracts I signed (finance, rent, leasing, etc) were quite 
deceptive 

 
I did not understand (or wasn't aware of) the "fine print" in the 
contracts I signed (finance, rent, leasing, etc) 

 
 
 
 
 
 

Finance 
 
 
 
 
 

It was very easy to get finance to buy/start my business 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
Financial institutions were very obliging in accommodating my 
financial needs to buy/start my business 

 
I had to approach many different financial institutions before I got 
money to buy/start my business 

 
Generally, financial institutions were not interested in discussing 
my financial needs to buy/start my business 

 
The only way I could get finance to buy/start my business was by 
agreeing to pay a very high interest rate 

 
When I applied for finance to buy/start my business I was treated 
very badly 

 
I feel I was discriminated against when I applied for finance to 
buy/start my business 

 
The vendor (or venture capitalist) assisted me by providing or 
arranging finance to start up my business 

 
 
 
 

Part B 
 
 

Part B: 
These questions relate to your thoughts and actions while operating your current business 
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Contractual Obligations 
 

1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
Complying with my contractual obligations (finance, rent, leasing, 
etc) is easy 

 
Complying with my contractual obligations (finance, rent, leasing, 
etc) creates some real problems for me. 

 
Complying with my contractual obligations (leasing, etc) hinders 
my business considerably 

 
Complying with my contractual obligations (finance, rent, leasing, 
etc) restricts my business potential 

 
I am very dependent on my contractual partners                                                                                                                 

 
Being dependent on my contractual partners restricts my 
business's potential 

 
I feel I am working solely for the benefit of my contractual partners 
and not for my own benefit 

 
My contractual partners support, rather than hinder, my business                                                                                                                 

 
 
 
 
 
 

Decision Making 
 

 
 
 
 

I feel restricted in my decision making associated with my business 
 

I am my own boss, when it comes to making decisions about my 
business 

 
I have the freedom to do whatever I like with my business 

 
There are very few constraints on my decision making associated 
with my business 

 
 
 
 
 
 

Relationships 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 

 
 
 

I can trust my contractual partners (finance, rent, leasing, etc) 

I am treated fairly by my contractual partners (finance, rent, 
leasing, etc) 

 
I am satisfied with the relationship I have with my contractual 
partners (finance, rent, leasing, etc) 

 
I am committed to my contractual partners (finance, rent, leasing, 
etc) 

 
My contractual partners (finance, rent, leasing, etc) provide me 
with all the support I need 

 
I have confidence in my contractual partners (finance, rent, 
leasing, etc) 

 
 
 
 
 
 

Economic Uncertainty 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 
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1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

4 
Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
My business has not really been affected by the economic climate 
(i.e. national and/or global) 

 
Things would be a lot different if it hadn't been for the economic 
downturn (i.e. national and/or global) 

 
The economic climate (i.e. national and/or global) has had a 
significant positive influence on my business 

 
The economic climate (i.e. national and/or global) has had a 
significant negative influence on my business 

 
Economic uncertainty has taken its toll on my business                                                                                                                 

 
 
 
 
 
 

Brand Strength 
 

1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
Even if another competing brand has the same feature as ours, 
people still tend to buy our brand 

 
If there was another brand as good as ours, people would still buy 
our brand 

 
It makes sense to buy our brand, even if there is another similar 
brand 

 
Compared to our competitors, our brand is much stronger                                                                                                                 

 
Our brand is very well established in the market place                                                                                                                 

 
 
 
 
 
 

Regret and Personal Well-being 
 

 
 
 
 

The worst thing I ever did was buy/start this business 

 
If I had my time over again, I would not buy/start a business 

 
I regret ever getting into business 

 
Getting into business was a great move 

 
Ever since owning this business, I am more stressed 

Ever since owning this business, my health has suffered 

Ever since owning this business, I have lots of free time 

Ever since owning this business, my private life has suffered 

 
Ever since owning this business, I have been so happy 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
 
 
 
 
 

Adaptability 
 

1 2 3 4 5 6 7 
Strongly Moderately Slightly Moderately Strongly Not 
Disagree Disagree Disagree Agree Agree Agree Applicable 
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In my business, I can easily make changes to suit business needs                                                                                                                 

                   In my business, I can experiment with different approaches                                                                                                                                

                  In my business, I can adapt to my customers' needs                                                                                                                                            

                  In my business, I can adapt from situation to situation                                                                                                                                                         

In my business, I feel confident I can change things when 
necessary 

 
When times get tough, I can easily adjust my finances accordingly                                                                                                                 

                   
 

When times get tough, I can easily adjust my staffing levels 
accordingly 

 
When times get tough, I can easily relocate my business if needed                                                                                                                 

 
When times get tough, I can easily negotiate new terms with my 
contractual partners 

 
 
 
 
 
 

Innovation Orientation 
 

 
 
 
 

In my business, we seek innovative ideas 

 
In my business, innovation is perceived as too risky and is resisted 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
In my business, people are not penalised for new ideas that don't 
work 

 
In my business, innovation is readily accepted                                                                                                                 

 
 
 
 

Block 2 
 
 

Part C 
These questions relate to your personal characteristics 

 
 
 
 
 
 

Personal Characteristics 
 

 
 
 
 

I can always manage to solve difficult problems if I try hard enough 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
If someone opposes me, I can find the means and ways to get 
what I want 

 
It is easy for me to stick to my aims and accomplish my goals                                                                                                                 

 
I am confident that I could deal efficiently with unexpected events                                                                                                                 

 
Thanks to my resourcefulness, I know how to handle unforeseen 
situations 

 
I can solve most problems if I invest the necessary effort                                                                                                                 

 
I can remain calm when facing difficulties because I can rely on my 
coping abilities 

 
When I am confronted with a problem, I can usually find several 
solutions 

 
If I am in trouble, I can usually think of a solution                                                                                                                 
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I can usually handle whatever comes my way                                                                                                                 
 
 
 
 
 
 

Self Regulation 
 
 
 
 
 

I don't mind doing things even if they involve extra effort 

 
I feel excited just before I am about to reach a goal 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
I enjoy actively doing things, more than just watching and 
observing 

 
I spend a great deal of time taking inventory of my positive and 
negative characteristics 

 
I like evaluating other people's plans                                                                                                                                                                

                   I am a "doer"                                                                                                                                                                                  

                                      I often compare myself with other people                                                                                                                    

                                                        

I often critique work done by myself and others                                                                                                                                                                   
 
 
 
 
 
 

Customers 
 

 
 
 
 

Overall, I like to make friends with my customers 

 
I am very empathetic towards my customers 

 
I really value my customers 

 
I go out of my way to ensure my customers are happy 

 
I enjoy problem-solving with customers 

Overall, customers are too demanding 

Generally, customers are a "pain in the neck" 

It is so hard to make customers happy these days 
 
 
 
 
 
 

What was your highest level of education? 
 

   Junior High School 
    Senior High School 
    TAFE/Technical College 
    University  (Undergraduate) 

      University  (Postgraduate) 

 
 
 
 
 

Demographics 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 
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For how many years have you operated a 
business? 

 
For how many years have you operated your 
current business? 

 
What was the total start-up (or purchase) 
price of your business? 

 
What was the percentage of start-up costs 
borrowed from financial institutions? 

 
What was the percentage of start-up costs 
that you provided? 

 
What was the percentage of start-up costs 
provided by others (eg family, friends, 
acquaintances etc) 

 
What percentage of personal assets did you 
use to secure borrowing for start-up? 

 
 
 
 
 
 

Please describe the type of business you are in (eg, bakery, lawn mowing, etc) 
 
 
 
 
 
 
 

Where do you operate your business from? 
 

   Retail site or kiosk 
    Mobile unit, van or trailer 
    Home based (office or garage,  etc) 

      Commercial  or industrial  site 

 
 
 
 
 

Is your business located in a capital city? 
 

   Yes 
    No 
 
 
 
 
 
 

If you have a retail lease, what is the annual cost? 
 
 
 
 
 
 
 

What is the ownership arrangement of your business? 
 

   Male sole owner 
    Ownership with spouse/partner, predominantly managed by male 
    Female sole owner 
    Ownership  with spouse/partner, predominantly managed  by female 
    Other ownership  arrangement 
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What is your age? 
 
 
 
 
 
 
 

 
 

 
Survival of the fittest: The performance of franchised versus independent small business 

during economic uncertainty and recovery 
INFORMATION SHEET 

 
Who is conducting the research: 
Professor Lorelle Frazer 
Dr. Scott Weaven 
Assoc Professor Debra Grace 
Griffith University 
Brisbane QLD 4111 
Telephone: 07 3382 1179 
Fax: 07 3382 1190 
Email: L.Frazer@griffith.edu.au 

 
Why is the research being conducted? 
Australian small businesses are the lifeblood of the economy and traditional generators of jobs. Some 1.93 million small 
businesses provide employment for 5.5 million workers and contribute 35% to the nation’s annual GDP. However, there is a 
threat of rapid acceleration in business closures during the current period of economic uncertainty. This project will develop 
a predictive model of small business (independently owned and franchised) survival in regional and urban localities. The 
results will provide business owners and peak bodies with tools to improve business performance in periods of economic 
uncertainty and recovery. 
A total of 20,000 franchisees and independent business owners within the Australian small business sector will be invited 
to complete the survey. 

 
The expected benefits of the research 
This research is of direct benefit to a major sector of the Australian economy. According to the ABS, there are 1.93 million 
active small businesses in Australia representing 95.8% of all businesses. Yet, not all small businesses survive, with as 
many as 15% of small businesses exiting in a 12-month period (ABS, 2007). It is important that small business operators 
are equipped with knowledge and skills that will maximise the potential for their businesses to survive. Hence this research 
is important because it will analyse small business survival factors during a period of economic uncertainty as a means of 
identifying success strategies that are sustainable and enduring. Moreover, by comparing the performance of franchised 
and independent small business operations, this research will provide new and important information about the merits of 
choosing a particular business structure. 

 
Questions / further information 
If you have any queries about this research or if you require additional information, please contact the senior researcher, 
Professor Lorelle Frazer. 

 
The ethical conduct of this research 
Griffith University conducts research in accordance with the National Statement on Ethical Conduct in Research Involving 
Humans. If potential participants have any concerns or complaints about the ethical conduct of the project they should 
contact the Manager, Research Ethics on 3735 5585 or email: research-ethics@griffith.edu.au 

 
Feedback to you 
The findings of the research will be available to participants, if desired. A web link to the full report will be emailed to 
participants on completion of the research. The report will be available on the website of the Asia-Pacific Centre for 
Franchising Excellence (http://www.franchise.edu.au). 

 
Who is funding this research 
This survey has been funded jointly by the Australian Research Council (ARC), the Franchise Council of Australia (FCA) 
and the Department of Innovation, Industry, Science and Research (DIISR). The research is being conducted 
independently by Griffith University. The funding bodies will have no input into the conduct of the interviews, data 
collection, analysis, or preparation of the report. 

 
Privacy Statement 
The conduct of this research involves the collection, access and/or use of your identified personal information. The 
information collected is confidential and will not be disclosed to third parties without your consent, except to meet 
government, legal or other regulatory authority requirements. A de-identified copy of this data may be used for other 
research purposes. However, your anonymity will at all times be safeguarded. For further information consult the 
University’s Privacy Plan at www.griffith.edu.au/ua/aa/vc/pp or telephone (07) 3735 5585. 

mailto:L.Frazer@griffith.edu.au
mailto:research-ethics@griffith.edu.au
http://www.griffith.edu.au/ua/aa/vc/pp
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Block 3 
 
 

 
 

Welcome to the Survey for the project: 
Survival of the fittest: 

The performance of franchised versus independent small business 
during economic uncertainty and recovery 

 
There is an information sheet with full information about the project at the end of the survey. The survey is being run by 

 
Professor Lorelle Frazer 
Dr. Scott Weaven 
Assoc Professor Debra Grace 
Griffith University 
Brisbane QLD 4111 
Telephone: 07 3382 1179 
Fax: 07 3382 1190 
Email: L.Frazer@griffith.edu.au 

 
The project is a national survey of small business in Australia to gauge how small business is faring and what factors are 
'successful' for small business during the economic downturn. All of your answers are completely confidential and only 
anonymous and generalised statistics are used in the results of the survey. 

 
There are no risks associated with participating in this research. 

 
All responses to this survey are confidential. The data supplied by you will be coded and identifying codes will be stored 
separately. Only aggregated data will appear in the report and no participant organisations will be able to be identified. 

 
Your participation in this survey is completely voluntary. You are free to withdraw from the study at any time without 
comment or penalty. You do not need to answer every question in the survey.  By completing the following questionnaire 
you will be deemed to have consented to participate in this research project. 

 
Thank you for your participation! 

 
 
 
 
 
 

Are you a former independent (ie not franchised) business owner? 
 

   Yes 
 

   No 
 
 
 
 

Part A: 
 
 

Part A: 
These questions relate to your thoughts and actions prior to buying/starting your former business. 

 
 
 
 
 
 

Experience and Motivation 
 

1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
Prior to buying/starting my business, I had a lot of experience in 
conducting a business. 

 
Prior to buying/starting my business I had a lot of experience in the 
industry 

 
Prior to buying/starting my business, I was determined to buy/start 
a business, regardless of any advice from other people 

 
I was forced to buy/start a business, so I could generate some 

mailto:L.Frazer@griffith.edu.au
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income                                                                                                                 
 

I bought/started my business because I was desperate to be my 
own boss 

 
I didn't care what business I bought/started, I just wanted to be in 
business 

 
 
 
 
 
 

Research 
 

1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
Prior to buying/starting my business, I carefully inspected the 
financials of the business 

 
Prior to buying/starting my business I got professional advice 
about the financials of the business 

 
Prior to buying/starting my business, I took precautionary steps to 
protect/ maximise my investment 

 
Prior to buying/starting my business, I got professional advice 
about my investment 

 
Prior to buying/starting my business, I was very careful to 
understand exactly how my money was being invested 

 
Prior to buying/starting my business, I collected a lot of information 
about the business 

 
Prior to buying/starting my business, I collected a lot of information 
about the industry (i.e. customers and competitors) 

 
Prior to buying/starting my business, I collected a lot of information 
from external experts (i.e. professionals, consultants) 

 
Prior to buying/starting my business, I collected a lot of information 
from existing business owners 

 
Prior to buying/starting my business, I collected a lot of information 
about running a business 

 
I was very proactive and thorough in conducting research before I 
bought/started my business 

 
 
 
 
 
 

Information 
 

1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
There was a lot of information available to me, prior to 
buying/starting my business 

 
Enough information was given to me to make an informed decision 
about buying/starting my business 

 
I wish there was more information provided to me before I 
bought/started my business 

 
There were many different avenues that I could access information 
from before I bought/started my business 

 
Prior to buying/starting my business, the information I gathered (or 
was given) was very relevant. 

 
Prior to buying/starting my business, the information I gathered (or 
was given) was very accurate 

 
Prior to buying/starting my business, the information I gathered (or 
was given) was very complete 

 
Prior to buying/starting my business, the information I gathered (or 
was given) was very helpful 

 
Prior to buying/starting my business, the information I gathered (or 
was given) was readily available when I needed it 
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Prior to buying/starting my business, the information I gathered (or 
was given) enriched my understanding of what I was getting into. 

 
Prior to buying/starting my business, the information I gathered (or 
was given) reduced my uncertainty about buying/starting a                                                                                                                 
business 

 
Prior to buying/starting my business, the information I gathered (or 
was given) highlighted some aspects that I had not thought about. 

 
Prior to buying/starting my business, the information I gathered (or 
was given) made a big difference in my decision-making. 

 
 
 
 
 
 

Contractual Obligations 
 

1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
I fully understood my contractual obligations (finance, rent, leasing, 
etc.) when entering into the contracts 

 
Upon entering into contracts (finance, rent, leasing, etc) I believed 
my contractual obligations to be fair and equitable 

 
I really had no idea what I was getting into when I signed the 
contracts associated with buying my business (finance, rent,                                                                                                                 
leases etc) 

 
I did not have enough information about my contractual obligations 
(finance, rent, leasing, etc) when I signed the contracts 

 
I feel the contracts I signed (finance, rent, leasing, etc) were quite 
deceptive 

 
I did not understand (or wasn't aware of) the "fine print" in the 
contracts I signed (finance, rent, leasing, etc) 

 
 
 
 
 
 

Finance 
 
 
 
 
 

It was very easy to get finance to buy/start my business 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
Financial institutions were very obliging in accommodating my 
financial needs to buy/start my business 

 
I had to approach many different financial institutions before I got 
money to buy/start my business 

 
Generally, financial institutions were not interested in discussing 
my financial needs to buy/start my business 

 
The only way I could get finance to buy/start my business was by 
agreeing to pay a very high interest rate 

 
When I applied for finance to buy/start my business I was treated 
very badly 

 
I feel I was discriminated against when I applied for finance to 
buy/start my business 

 
The vendor (or venture capitalist) assisted me by providing or 
arranging finance to start up my business 

 
 
 
 

Part B 
 
 

Part B: 
These questions relate to your thoughts and actions while operating your former business 
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Contractual Obligations 
 

1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
Complying with my contractual obligations (finance, rent, leasing, 
etc) was easy 

 
Complying with my contractual obligations (finance, rent, leasing, 
etc) created some real problems for me. 

 
Complying with my contractual obligations (leasing, etc) hindered 
my business considerably 

 
Complying with my contractual obligations (finance, rent, leasing, 
etc) restricted my business potential 

 
I was very dependent on my contractual partners                                                                                                                 

 
Being dependent on my contractual partners restricted my 
business's potential 

 
I feel I was working solely for the benefit of my contractual partners 
and not for my own benefit 

 
My contractual partners supported, rather than hindered, my 
business 

 
 
 
 
 
 

Decision Making 
 

 
 
 
 

I felt restricted in my decision making associated with my business 
 

I was my own boss, when it came to making decisions about my 
business 

 
I had the freedom to do whatever I liked with my business 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
There were very few constraints on my decision making 
associated with my business 

 
 
 
 
 
 

Relationships 
 

 
 
 
 

I trusted my contractual partners (finance, rent, leasing, etc) 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
I was treated fairly by my contractual partners (finance, rent, 
leasing, etc) 

 
I was satisfied with the relationship I had with my contractual 
partners (finance, rent, leasing, etc) 

 
I was committed to my contractual partners (finance, rent, leasing, 
etc) 

 
My contractual partners (finance, rent, leasing, etc) provided me 
with all the support I needed. 

 
I had confidence in my contractual partners (finance, rent, leasing, 
etc) 

 
 
 
 
 
 

Economic Uncertainty 



176 
 
https://dc-viawest.qualtrics.com/ControlPanel/PopUp.php?PopType=SurveyPrintPrev... 30/10/2012 

 

Qualtrics Survey Software Page 5 of 9 
 
 
 
 
 

1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

4 
Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
My business was not really affected by the economic climate (i.e. 
national and/or global) 

 
Things would be a lot different if it hadn't been for the economic 
downturn (i.e. national and/or global) 

 
The economic climate (i.e. national and/or global) had a significant 
positive influence on my business 

 
The economic climate (i.e. national and/or global) had a significant 
negative influence on my business 

 
Economic uncertainty took its toll on my business                                                                                                                 

 
 
 
 
 
 

Brand Strength 
 

1 
Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
Even if another competing brand had the same feature as ours, 
people still tended to buy our brand 

 
If there had been another brand as good as ours, people still 
bought our brand 

 
It made sense to buy our brand, even if there was another similar 
brand 

 
Compared to our competitors, our brand was much stronger                                                                                                                 

 
Our brand was very well established in the market place                                                                                                                 

 
 
 
 
 
 

Regret and Personal Well-being 
 
 
 
 
 

The worst thing I ever did was buy/start this business 

 
If I had my time over again, I would not buy/start a business 

 
I regret ever getting into business 

 
Getting into business was a great move 

 
When I owned my business, I was more stressed 

When I owned my business, my health suffered 

When I owned my business, I had lots of free time 

When I owned my business, my private life suffered 

When I owned my business, I was so happy 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
 
 
 
 
 

Adaptability 
 

1 2 3 4 5 6 7 
Strongly Moderately Slightly Moderately Strongly Not 
Disagree Disagree Disagree Agree Agree Agree Applicable 
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When I owned my business, I could easily make changes to suit 
business needs 

 
When I owned my business, I could experiment with different 
approaches 

 
When I owned my business, I could adapt to my customers' needs                                                                                                                 

 
When I owned my business, I could adapt from situation to 
situation 

 
When I owned my business, I felt confident I could change things 
when necessary 

 
When times got tough, I could easily adjust my finances 
accordingly 

 
When times got tough, I could easily adjust my staffing levels 
accordingly 

 
When times got tough, I could easily relocate my business if 
needed 

 
When times got tough, I could easily negotiate new terms with my 
contractual partners 

 
 
 
 
 
 

Innovation Orientation 
 

 
 
 
 

When I owned my business, we sought out innovative ideas 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
When I owned my business, innovation was perceived as too risky 
and was resisted 

 
When I owned my business, people were not penalised for new 
ideas that didn't work 

 
When I owned my business, innovation was readily accepted                                                                                                                 

 
 
 
 

Block 2 
 
 

Part C 
These questions relate to your personal characteristics 

 
 
 
 
 
 

Personal Characteristics 
 

 
 
 
 

I can always manage to solve difficult problems if I try hard enough 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
If someone opposes me, I can find the means and ways to get 
what I want 

 
It is easy for me to stick to my aims and accomplish my goals                                                                                                                 

 
I am confident that I could deal efficiently with unexpected events                                                                                                                 

 
Thanks to my resourcefulness, I know how to handle unforeseen 
situations 

 
I can solve most problems if I invest the necessary effort                                                                                                                 

 
I can remain calm when facing difficulties because I can rely on my 
coping abilities 

 
When I am confronted with a problem, I can usually find several 
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solutions                                                                                                                                                                                                                                          

If I am in trouble, I can usually think of a solution                                                                                                                                                                     

I can usually handle whatever comes my way                                                                                                                                                                    

 

 
 
 
 
 

Self Regulation 
 

 
 
 
 

I don't mind doing things even if they involve extra effort 

 
I feel excited just before I am about to reach a goal 

 
I enjoy actively doing things, more than just watching and 
observing 

 
I spend a great deal of time taking inventory of my positive and 
negative characteristics 

 
I like evaluating other people's plans 

 
I am a "doer" 

 
I often compare myself with other people 

 
I often critique work done by myself and others 

 
 
 
 
 
 

Customers 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
 
 
 
 

Overall, I like to make friends with my customers 

 
I am very empathetic towards my customers 

 
I really value my customers 

 
I go out of my way to ensure my customers are happy 

 
I enjoy problem-solving with customers 

Overall, customers are too demanding 

Generally, customers are a "pain in the neck" 

It is so hard to make customers happy these days 

 
1 

Strongly 
Disagree 

 
2 

Moderately 
Disagree 

 
3 

Slightly 
Disagree 

 
4 

Slightly 
 
Agree 

 
5 

Moderately 
Agree 

 
6 

Strongly 
Agree 

 
7 

Not 
Applicable 

 
 
 
 
 
 

What was your highest level of education? 
 

   Junior High School 
    Senior High School 
    TAFE/Technical College 
    University  (Undergraduate) 

      University  (Postgraduate) 
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Demographics 
 

For how many years have you operated a 
business? 

 
For how many years had you operated your 
former (ceased trading) business? 

 
What was the total start-up (or purchase) 
price of your former business? 

 
What was the percentage of start-up costs 
borrowed from financial institutions? 

 
What was the percentage of start-up costs 
that you provided? 

 
What was the percentage of start-up costs 
provided by others (eg family, friends, 
acquaintances etc) 

 
What percentage of personal assets did you 
use to secure borrowing for start-up? 

 
 
 
 
 
 

Please describe the type of business you are in (eg, bakery, lawn mowing, etc) 
 
 
 
 
 
 
 

Where did you operate your former business from? 
 

   Retail site or kiosk 
    Mobile unit, van or trailer 
    Home based (office or garage, etc) 

     Commercial or industrial site 

 
 
 
 
 

Was your former business located in a capital city? 
 

   Yes 
    No 
 
 
 
 
 
 

If you had a retail lease, what was the annual cost? 
 
 
 
 
 
 
 

What was the ownership arrangement of your business? 
 

   Male sole owner 
    Ownership  with spouse/partner, predominantly managed  by male 
    Female sole owner 
    Ownership  with spouse/partner, predominantly managed  by female 
 

Other ownership  arrangement 
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What is your age? 
 
 
 
 
 
 
 

 
 

 
Survival of the fittest: The performance of franchised versus independent small business 

during economic uncertainty and recovery 
INFORMATION SHEET 

 
Who is conducting the research: 
Professor Lorelle Frazer 
Dr. Scott Weaven 
Assoc Professor Debra Grace 
Griffith University 
Brisbane QLD 4111 
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Why is the research being conducted? 
Australian small businesses are the lifeblood of the economy and traditional generators of jobs. Some 1.93 million small 
businesses provide employment for 5.5 million workers and contribute 35% to the nation’s annual GDP. However, there is a 
threat of rapid acceleration in business closures during the current period of economic uncertainty. This project will develop 
a predictive model of small business (independently owned and franchised) survival in regional and urban localities. The 
results will provide business owners and peak bodies with tools to improve business performance in periods of economic 
uncertainty and recovery. 
A total of 20,000 franchisees and independent business owners within the Australian small business sector will be invited 
to complete the survey. 

 
The expected benefits of the research 
This research is of direct benefit to a major sector of the Australian economy. According to the ABS, there are 1.93 million 
active small businesses in Australia representing 95.8% of all businesses. Yet, not all small businesses survive, with as 
many as 15% of small businesses exiting in a 12-month period (ABS, 2007). It is important that small business operators 
are equipped with knowledge and skills that will maximise the potential for their businesses to survive. Hence this research 
is important because it will analyse small business survival factors during a period of economic uncertainty as a means of 
identifying success strategies that are sustainable and enduring. Moreover, by comparing the performance of franchised 
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Feedback to you 
The findings of the research will be available to participants, if desired. A web link to the full report will be emailed to 
participants on completion of the research. The report will be available on the website of the Asia-Pacific Centre for 
Franchising Excellence (http://www.franchise.edu.au). 
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The conduct of this research involves the collection, access and/or use of your identified personal information. The 
information collected is confidential and will not be disclosed to third parties without your consent, except to meet 
government, legal or other regulatory authority requirements. A de-identified copy of this data may be used for other 
research purposes. However, your anonymity will at all times be safeguarded. For further information consult the 
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Appendix 4: Phase 3 Interview Questions 
 
 

Note: The interview questions are tailored for each participant, depending on the information 
provided in the original interview. 

 
General questions, where relevant. 

 
• I interviewed you in (Month) (Year) about your business and how you had coped 

during the economic downturn. You indicated it would be OK to contact you again 
now to chat briefly about any changes that had occurred. Are you still comfortable 
about talking to me? 

 

 
• Has the economic outlook remained the same for you over the past year (or 

whatever length of time is relevant)? 
 

 
• How has it affected your business? (Ask about staffing, pricing, marketing etc.) 

o (If the business closed since last interview) What were the circumstances 
leading up to the closure? Was the business sold/transferred/abandoned? 
Did you make a positive return on investment? What are you doing now? 

 

 
• How has it affected your personal relationships or work/life balance? 

 
 

• (If a franchisee) How has it affected your relationship with your franchisor? 
 
 

• (If a franchisee) Has the franchisor made any changes to cope with the economic 
climate? 

 

 
• Has your business been more or less profitable over this time? 

 
 

• What are your plans for the business over the next 2 to 3 years? 
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