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Franchise Relationship: The Nigeria Situation 1 

 2 

Abstract:  3 

Franchise relationships between firms and nations as franchisors and franchisees as contributor to economic 4 

development based on the creation of employment, infrastructural development and generation of income to 5 

nations among others have shown in-balance against Nigeria. While Nigeria enjoys relatively, the benefits 6 

associated with creation of employment and development of infrastructure, it has recorded deficit in income 7 

generation as a result of capital flight and profit remittances to franchisor firms and nations. This creates trade 8 

in-balance against Nigeria. This work established reasons for the high number of franchisors firms and nations 9 

in Nigeria and little or no presence of Nigeria firms as franchisors in other nations. This involved the use of 10 

copies of questionnaire (close and open ended structured) that were scaled based on Likert modified ranking 11 

principle and data analysed using analysis of variance (ANOVA), pearson correlation co-efficient ‘R’, ‘t’ 12 

statistics for difference of means, spearman’s rank correlation co-efficiency among others. Identified as 13 

problems of poor Nigerian firms’ presence beyond the shores are product oriented, poor disposition to direct 14 

losses in investment and their management as well as high level of cost evasiveness among Nigeria 15 

entrepreneurs. This situation of franchise relationship in-balance could be managed based, on the adoption of 16 

pro-active rather re-active management principles, given good choice of franchisees and understanding of legal 17 

environment of franchisees’ nations.            18 

  19 

Keywords: Trade in-balance, franchisor, franchisee, risk evasiveness, and franchise commitment.    20 

Introduction: 21 

Franchising as a variation of licensing alternative to international market entry strategy is considered to be in 22 

vogue in the developed economy of USA-Berkowitz, Kerin, Hartley and Rudelius (2000), hence over 35, 000 23 

franchises of US firms are located in different countries throughout the globe. These franchises are in the areas 24 

of soft drink, motel, retailing, fast food, car rental operation and other varieties of business services, thus 25 

accounts for over 70% of the income of franchising firms based on non-US operations-McDonald’s Annual 26 

Report (1998), times (1998 a and b), Omsai Ram in Haiying (2005) and Bassuk  27 

(2000). Franchising is considered alternative given its ability to afford the natural and artificial persons as the 28 

franchisee, the opportunity to enter a well known and established business where management advice is 29 

provided; charges on the use of the franchise right is considered less expensive compared to the cost of setting 30 

up an independent business and it has ability of generating new jobs yearly as well as enhancing sales volume 31 

and value-Ram & Sheth (1998). This is in the face of the secured control the franchisor has over the franchisee 32 

and its outlets in terms of delivery and presentation of market offer, as activities are brought to bear in 33 

enhancing the recognition of the franchisor’s name and image-Ludden (1999), and shane & Spell (1998). This 34 

work assessed the impact of franchise agreement on the economic growth and development drive of Nigeria 35 

given the relative imbalance between developed and developing economics and challenges of capital 36 

formulation. 37 

 38 

Operational Frame Work:  39 

Nigeria as a developing nation, is challenged by poor political policies that favour the high income earning class 40 

at the expense of the low income earners, thus the society is stratified as very few in the high income class and 41 

mass members of the low income class, with insignificant or no members of the middle class based on the 42 

structure, propensity to capital formulation for business investment is low hence direct investment and other 43 

modes of entry into foreign markets or attracting foreign investments is not favoured. The few high income 44 

earners with high investment capacity are also not exploiting optimally the advantages associated with 45 

franchising. This situation accounts reasonably for why the employment opportunity, sales volume enhancement 46 

and income generation as advantages traceable to franchising are not maximized in Nigeria. Given this, this 47 

work has its thrust as balancing the in-balance between the number of franchisees and franchisors in favour of 48 

Nigeria by attracting businesses to Nigeria as franchisees based on franchising and to encourage Nigerians to 49 

investment in other countries especially along the coast West Africa on franchise arrangement. The nation’s 50 

trade balance has always been in deficit in favour of other nations and franchise balance show high level of 51 

franchisees as Nigerians rather than franchisors. 52 

UNDER PEER REVIEW



2 

 

 53 

Significance of the Study:  54 

Studies on franchise relationships with Nigeria as focus have dwelt on challenges, prospects and advantages as 55 

well as dis-advantages associated with operating in Nigeria as franchisors with Nigeria firms as franchisees-56 

Chukwu (2004), Chamberlin (2006), Olumide (2007), Nworah (2006) and Ibru (2007). None is on the prospects 57 

of franchise, with Nigerian firms as franchisors as means of addressing the in balance of trade and exchange 58 

relationships between Nigeria, and other West African and African countries as well as the rest of the globe. 59 

Following these; this work is considered significant as it determines the constraints and challenges to 60 

franchising indigenous Nigeria products in West Africa, African and globally as means of generating revenue 61 

and positioning Nigeria and its products in the global economy.   62 

 63 

Objectives of the Study: 64 

This work has the objective of showcasing franchise international market entry strategy as a viable alternative 65 

for Nigerians (to entry into global markets given the paucity in ability at capital formulation for direct 66 

investment in foreign markets and as means of generating revenue and to position Nigeria and her products 67 

globally for acceptance and for desired economic development through growth. 68 

Hypotheses: 69 

This study is built on these hypothesis stated in null form 70 

H01: Quality variance in favour of foreign product compared with Nigeria indigenous products does 71 

not significantly influence their acceptance beyond the shores, hence does not hinder 72 

Nigerian’s franchise relationships with foreign firms as franchisors.  73 

H02: The psychology of ownership of trade mark and patent rights given the desire for direct 74 

control of marketing operations, profit and output level does not significantly influence 75 

Nigerian entrepreneurs’ desire to grant market offer franchise right to foreign firms. 76 

H03: Non willingness to be committed to franchisees does not significantly affect the franchising of 77 

Nigeria products.  78 

H04: The high level of dishonesty and unethical practices in Nigeria do not significantly influence 79 

national attitude to giving franchisee rights to non indigenous firms, based on fear of being 80 

taken advantage of.   81 

 82 

3. Literature:   83 

3.1 Introduction:  84 

Franchising allows the franchisor to sale limited rights to the use its brand name to the franchisee in return for a 85 

lump sum of payment and or a share of the franchisee’s profits –Bateman & Snell (1999). Franchise is 86 

considered a form of licensing agreement. However unlike total licensing, the franchisee based on agreement 87 

abides strictly to the rules as to how the business for which the franchise is granted will be executed.  Franchise 88 

is more in the service industry as it is considered the key to low cost expansion given its relatively low-risk 89 

investment tendencies in the face of its ability at facilitating low cost of transfer of know-how, technology, 90 

training and management skills across the globe.  91 

 92 

Liberalization of trade based on the elimination of customers’ barriers has made it easier for firms to operate 93 

based on franchise principle. This is more enhanced based on international marketing research results that have 94 

led to the recognition of the heterogeneous nature of the global market for market segmentation in line with 95 

homogeneous characteristics of different sub markets in product and general market offer planning and delivery-96 

Swartz (1997), Nichob (1996), Forest (1996) Business Week (1996); Cross Border Monitor S (1997), Bentley 97 

(1996) Lennon (1994) and Roger (1997).  98 

 99 

Franchise is build on three polar structure made up of the franchisor (as owner of the business and the name in 100 

the system), the system (the business in which investment is made) and the franchisee as the investor and 101 

purchaser of the right of business ownership on specified term.  The relationship succeeding between these polar 102 

structures based on contractual agreement-Preble (1992), could anchor on the product, name and process or 103 
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business format model. The synergy effect of these three (3) forms of franchise is considered most effective 104 

market and marketing expansion strategy.  105 

 106 

Franchise as a form of licensing is based on simple legal procedures which recognize the rights of parties to the 107 

agreement and is subject to periodic review and is quite distant from distribution agreement which has provision 108 

for the roles of the manufacturer, (producer), importer and seller or distributors-exclusive agent or otherwise. 109 

The franchise relationship rather offers; the licensor the advantage of significant market presence in the 110 

licensee’s base of operation and makes provision for licensor obligations that include training, monitoring and 111 

offering of technical advice to the franchisee. 112 

 113 

3.2   Franchise in the Developing Economy: 114 

Generally, international marketing offers national and international firms opportunities of  increase in size of 115 

market offer in terms of quality and quantity with those of firms outside the domestic market, as it offers escape 116 

route to harsh political and economic domestic environmental conditions –Oko (2002) and is supportive where 117 

the domestic firm lacks financial, physical and managerial capacity desired to embark on foreign operation 118 

alone –Okpara (2002), thus is considered viable option ad mist other  benefit of franchise.  119 

 120 

This accounts for the growth in acceptance of franchise in the developed world and currently among the 121 

developing nations especially based on the influence of some push and pull factors such as domestic saturation, 122 

increase in the rate and level of inter and intra industrial competition with inclination for generic competition 123 

and diminishing profit margin sequel to increase in cost of domestic operation as-Push and favourable 124 

macroeconomic indices, favourable demographic structural changes and relative political stable condition 125 

among nations especially among the developed nations as Pull,-Alon (2006).  126 

 127 

In contrast, franchise is more practiced in the developed compared to the developing nations as franchisors. The 128 

poor rate of adoption of the franchise model of business in the developing economy as franchisors is more 129 

attributed to poor economic population as associated with poor level of per capita income –Bassuk (2000) and 130 

Frantin (2006).  131 

 132 

In nations such as USA, China and Brazil franchise accounts for greater percentage of the GNP and GDP as it 133 

generates employment for the populace-Risner (2001), Haiying (2005) and Bassuk (2000). Statistics have it that 134 

the growth in the adoption of franchise model has a correspondence demise rate of such firm mostly as a result 135 

complex business environment, difficulties experienced by nations in the determination and control of quality of 136 

market offers, weak legal systems, uncertainties in the regulations of business activities as well as associated 137 

risks of protection of intellectual property rights across various nations-Gunasrkara (2002). In the assertion of 138 

Ordich (2006), disparity associated with acceptance of franchise between the developed and developing 139 

economics is attributed to variations in level of awareness and education as nations. While franchise businesses 140 

especially in the area of fast food has impacted the Asian nations significantly, Nigeria and some other African 141 

nations are yet to experience this impact significantly –Risner (2001).  142 

While businesses in the soft and alcoholic drinks, automobile, fast food, banking, pharmaceutical, hotel and 143 

hospitability, other services inclusive of telecommunication, conglomerates, beverages and other industries are 144 

faring well in Nigeria based on franchise relationships; Olumudu (2007) and Agbonifoh, Ogwo, Nnolim & 145 

Nkamnebe (2008), Nigeria indigenous businesses in different industries are yet to have significant impact on the 146 

economies of nations in the West  coast of African, Africa and the rest of the globe based on franchise 147 

agreement as means yielding revenue for the nation (Nigeria) and as basis of economic development.  This work 148 

offers product and other related reasons for the absence of Nigerian indigenous products in other nations on 149 

account of franchise.  150 

 151 

3.3 Implementations of Franchising: 152 

Generally, the franchise relationship with poor management and control strategies and relationship tracking 153 

device result, in brand dilution (distribution), risk of loss of valuable trade secrets, financial loss associated with 154 

outlet failures, erosion of product standardization and quality characteristics, high cost of performance 155 
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monitoring, distraction of innovative skills, extensive regulation resulting to financial and legal disclosures from 156 

the franchisors’ perspective, and from the franchisee’s perspective are issues such as high franchise fee, high 157 

start up cost, high royalty payment on routine basis, high cost of co-product promotion activities, inability to 158 

enjoy the benefits of innovative skills given loss of control of operation based on loss of (lack of ) flexibility and 159 

creativity, high cost of termination of the contract-franchise and difficulties of exit especially given the long 160 

term nature of most franchise relations; high cost of equipment and supplies especially where relationships are 161 

based of spin-off arrangements –Oyawale (2004), GU(1994) and Oko (2013); erosion of right of the franchisee 162 

to terminate contract that is in favour of the franchisor, high level of uncertainty associated with contract 163 

renewal and lack of control over goodwill generated by the franchise based on operations-Chukwu (2014). 164 

These phases of limitations of the franchise relationships are attributed to weaknesses in legal and regulatory 165 

environments across different nations of the globe.    166 

 167 

Given these limitations, this work identified additionally but psychological factors limit the franchisors’ ability 168 

of the Nigeria products to sale beyond the shares of the nation.  169 

 170 

3.4   Franchising Arrangements and Types: 171 

Various franchising arrangements and types do exist. These include single unit where the franchisor has 172 

relationships with a number of franchisees owning and operating in locations; sequential franchise, where the 173 

franchisees are granted license one-at-a-time on, the prove that the franchisor is capable of maintaining and 174 

sustaining relationship with a franchisee before addition franchisee is enlisted. Thus it is difficult for franchisor 175 

to maintain direct involvement/relationship with each of the different franchisee; area development, where the 176 

franchisor grants the franchisee right to multiple franchisees on prove of capacity to manage such relationships 177 

based on self involvement with the effort of personnel as compliment; sub-franchising also referred to as master 178 

franchising involves two levels of franchise of the franchisor master and sub-franchisees. Where the master 179 

franchisee as franchisor to the sub –franchisee provides all supports in training and otherwise for the sub 180 

franchisee and the area representation franchising as a form of sub-franchising, the area representative as the 181 

master franchisee is delegated less responsibilities compared to the sub-franchisee by the franchisor –182 

www.franchisemalaysie.com/establishing-and-justifying.;edwardingobal.com/iop-content/uploads/2013/08/Egs-183 

FW-1109 and www.nytimes,com/--/the---follows-life-of-edwin-edward.html.  Based on the expectations of the 184 

franchisor as master or sub-franchisor and the franchisee, what level of commitment are Nigeria firms as 185 

franchisors willing and able to make to attract franchisees?  186 

  187 

3.5   Challenges to Franchising in Nigeria. 188 

Nigeria like other nations –developed and developing economies is subjected to the influence of global trends in 189 

technology and communication. The relative difference is that while the developed economies given their 190 

strengths and opportunities are harnessing associated threats and weakness for development through growth, 191 

Nigeria has paucity in tendencies for internal and external economic environment variables management. Thus 192 

rather than achieve development and growth, only growth is recorded. These growth tendencies have possed 193 

challenges to the practice of franchising in Nigeria both as franchisee and franchisor.  194 

These challenges include: 195 

� Mono-Cultural Economy: 196 

Nigeria major source of revenue nationally and internationally is the petroleum product oriented. This 197 

product and its allied is demanded mostly by governments and few multi-national firms. Hence the 198 

desired impact of this product in aggregate is industrial and institutional market oriented, than 199 

consumer market. This makes the Nigeria market less amenable to globalization as a shift of global 200 

economy tends towards inter-dependency-Hill (2009). Given this situation most small and medium 201 

scale firms as hub of macroeconomic, activities in Nigeria are constrained in market activities 202 

participation. Even these small and medium scale business show interest in international marketing 203 

operation through franchise and other methods, the impact of competition limits their chances of 204 

survival given high the cost of operation.  205 

� Paucity of Technology of Operation: 206 

UNDER PEER REVIEW



5 

 

Most firms in Nigeria still operate based on out dated and obsolete technology that gives raise to 207 

product and production oriented problems of failure in stock level and or over stocking, resulting in 208 

loss of customers and tying down of capital respectively as well as break down in product facilities and 209 

turning out product ahead of consumers anticipation based on poor policies of market segmentation, or 210 

behind anticipation, product characteristics being out of consonance with the target markets’ 211 

expectation and product technology usage not being acceptable to the market –Oko (2012). Following 212 

these, locally produced market offers are considered costly compared to those from the emerging 213 

economies of the globe such as China, India, Brazil and others hence the demand for Nigerian 214 

indigenous products is comparatively low.  215 

� Inadequate Funding of Firms:  216 

Statistics have it that Nigeria is one of the nations with the lowest per capita income-National Bureau 217 

of Statistics (2012), and World Development Report (2010). This makes it difficult for natural and 218 

artificial persons to save for investment. Thus the financing of private sector ventures is challenged.  219 

Government policies in the area of funding private sector small and medium scale businesses are 220 

corruptly implemented for negation in goal actualization. This accounts for the fewness of firms whose 221 

marketing operation is beyond the shares of Nigeria.  222 
 223 

It must be noted equally, that the process of securing short, medium and long term credit facilities for 224 

economic activities in Nigeria is shrouded in risks, both form the borrowers and lenders perspectives-225 

Manbula (2012); Mchanclan (2002), Assael (1992), Roselius (1971) and Oko and Etuk (2012).  226 

� High Cost of Operation: 227 

Based on the poor state of infrastructural development in Nigeria especially in the area of marketing 228 

logistics, communication and power (energy) supplies, the cost of operations has continued to increase. 229 

Thus most small scale businesses have closed shop, some medium and large scale business are 230 

transferring their operation base out of Nigeria to neighbouring West African countries. The 231 

consequent of this high cost of operation is high cost of per unit output; hence corporate outputs in 232 

Nigeria are less competitive compared to foreign products.  233 

� Multiplicity of Product Regulatory Activities: 234 

In product –goods and services –marketing and production activities are numerous regulatory codes 235 

with multiplicity of operation standards. These codes confuse the producers, marketers (vendors) as 236 

well as consumers, given varieties of expectations of the various groups as regulatory bodies -Oko & 237 

Ogwo (2014), by the codes. This however worst in the regulation of franchise operation where local, 238 

state and federal government laws and regulations are in operation concurrently and simultaneously 239 

thus making various demands on either or both the franchisor or franchisee. The clumsiness of these 240 

laws and regulations discourage the creation of franchise relationships to the disadvantage of economic 241 

development of Nigeria through growth.  242 

 243 

Amidst these challenges, in Nigeria like in other economic, nations record favourable balance in the franchise 244 

relationship outside the country with their products compared to those coming inside from outside, hence record 245 

increase in national revenue based on international trade and marketing relationships. The question is why is it 246 

that the number and success rate of in-franchise in Nigeria is greater than out-franchise.  247 

 248 

3.6   In and Out Franchise Relationship in Nigeria:  249 

The current franchise market size industrially and sectorally in Nigeria as in activity base like the quick service 250 

restaurants (fast food), ICT training and consulting services, production and distribution of beverages, personal 251 

and business development services, transportation and oil /gas distribution is estimated at $2.5 billion-Agu 252 

(2013), in the food franchising sub sector, coca cola and pepsi have very strong gripe of the market, having been 253 

established for a long period. In addition to these firms are KFC as major US food brand in Nigeria and many 254 

other firms investing in the country based on franchise agreement-US; CS Nigeria (2008). The growth, in the 255 

opinion of analysts is expected to continue over the foreseeable future and record spillover effects in and on 256 

other industries and sectors of the economy -Agu (2013), Bindir (2012), Campina (2012) and Ndumanya & 257 

Quadril (). 258 

 259 
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Other sectors of the economy have registered the influence of Crestcom International, Fastrackids International 260 

and Precession Auto. These franchisors are interested in exploiting the Nigeria market for profit in favour of 261 

business share and stock holders outside Nigeria, though based on investments with millions of Dollar that have 262 

the potential and propensity of spurring of employment, infrastructural development, standard of living and 263 

marketing activities through growth and development of small and medium scale businesses in Nigeria. 264 

 265 

The questions are A! What is the position of Nigerian products and firms in the franchise closet? Are the Nigeria 266 

products not franchiseable in quality and quantity? Are the Nigerian brands so inferior that they cannot be 267 

franchisees? Are the attitudes of Nigerians as franchisors such that other nationals as entrepreneurs are afraid 268 

and not willing to entre into franchise relationships with Nigerians? 269 

 270 

Currently, statistics show that while many firms are interested and are investing in the Nigeria franchise market, 271 

only few Nigeria indigenous companies as franchise have their presence outside Nigeria. Among these few 272 

Nigeria indigenous franchisors are the Lagos based Food Concepts and Entertainment whose subsidiaries are 273 

Chicken Republic and Butterfield Bakery with outlet in South Africa and Tanatalizers.  274 

 275 

Based on this analysis, it may be important to indentify the challenges to Nigeria indigenous businesses 276 

maximizing the low business failure rate of 15% based on franchise compared with 80%  rate that is among 277 

independent businesses as well as higher chances of business success based on franchise compared with 278 

independent start ups-African Development Bank (). 279 

 280 

Identifying challenges to indigenous franchisor’s relationship with foreign firms and nations is the focus of this 281 

work. This will aid Nigeria as a nation and its firms as franchisors to add new sources of revenue as franchise 282 

fees and royalties; reduce dependency on local market; leverage existing technology, know-how and intellectual 283 

property; gain competitive edge to the domestic market by brining to Nigeria new ideas from international 284 

licensees; enjoy strategic advantages in having a global franchise network and gain improved economics of 285 

scale through increased network growth-Edwards (2008). 286 

 287 

Analysis: 288 

The data base of research work is presented and analyzed as follows: 289 

Test 1 290 

Hypothesis 1 has its thrust as determining the impact of the quality of Nigeria indigenous market offers 291 

(products) on their acceptability beyond the national shores based on franchise relationships.  292 

 293 

This is based on data in table 1. 294 

 295 

Table 1: Impact of product quality variance of Nigeria products compared with foreign products on 296 

franchise relationship  297 

             Variance           Normal   Standard   Actual value    Actual value   Nigeria       Franchise  298 

       Value        Value         Nigeria  Foreign          Product       Services  299 

� Product meeting customer expectations 300 

and requirements –performance          1       0.98           0.78     .91             .12 .08 301 

� Reliability, serviceability and durability  302 

-customer service standard         1        0.91           0.64     .87             .25 .10 303 

� Commitment to customers         1        0.94           0.52     .90             .31 .12 304 

� Complaint resolution for quality  305 

improvement           1        0.92           0.62     .89              .26 .11 306 

� Aesthetics packaging and features                       1        0.95           0.59     .92              .27 .09 307 

� Business process and support service  308 

quality           1         0.96           0.66     .93               .26 .10 309 

� Price of market offer          1         0.97           0.70     .94               .24 .08 310 

The hypotheses are stated thus:  311 

H01: Variance in quality in favour of foreign market offers compared to Nigeria indigenous market 312 

offers significantly influences the acceptance of Nigeria products beyond the shores hence 313 

does hinder franchise relationships with foreign firms.  314 
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HA1: Variance in quality in favour of foreign market offers compared to Nigeria indigenous market 315 

offers does not significantly influence the acceptance of Nigeria product beyond the shores 316 

hence does not hinder franchise relationship with foreign firms.    317 

Based on the adoption of analysis of variance (ANOVA) statistics, as a statistical technique for testing whether 318 

the mean of three or more populations are all equal-Oguma (2002). The actual values of Nigeria and foreign 319 

products in quality are measured for variance, as indices of measure of acceptance of the Nigerian indigenous 320 

products for franchise is determined by the mathematical notation 1 represented thus: 321 

   f =  Vb  = between groups variance  = S
2

B 322 

          Vw  within groups variance   S
2

W    (1) 323 

 324 

  Where VB  =  SSB    and VW  = SSW 325 

        dfB ;                                     dfw 326 

    327 

   dfB  = number of groups (k) minus 1  328 

   dfw = number of cases within each subgroups (n) minus 1 329 

 330 

   where:  VB = Variance between groups  331 

    VW = variance within groups  332 

    dfB = degree of freedom between groups 333 

    dfw  = degree freedom within groups   334 

This test is conducted at 0.05 level of significance  335 

Table 2. Rating of demand differential between Nigeria and foreign products, demand for product and 336 

franchise beyond the shores of Nigeria. 337 

 338 

    Demand differential    Non demand for products beyond the shores      Non demand for Franchise 339 

services  340 

.18     .98     .92 341 

.23     .75     .90 342 

.38     .69     .88 343 

.27     .74     .89 344 

.33     .73     .91 345 

.27     .74     .90 346 

.20     .76     .92 347 

Table 3. Computation of f-ratio:  348 

Rating of demand differential between Nigeria and foreign products, demand for products and 349 

franchise beyond the shores 350 

Demand differential  Non-demand for products       Non-demand for  351 

       Beyond the shores   Franchise services 352 

XA  X
2

A  XB    X
2

B  XC   X
2

C 353 

.18  .0324  .98  .9604.  .92  .8464. 354 

.23  .0529  .75  .5625  .90  .8100 355 

.38              0.1444  .69  .4761  .88  .7744. 356 

.27              0.0729  .74  .5476.  .89  .7921. 357 

             .33             0.0521               .73               .5329              .91               .8281 358 

             .27             0.0729               .74   359 

             .20             0.0400               .76  .5776  .92  .8464 360 

∑XA =1.86       ∑X
2

A = 0.468     ∑XB = 5.39        ∑X
2

B  = 4.205        ∑XC  = 6.32           ∑X
2

C  =5.707 361 

A  = 0.27            B =  0.77              C = 0.90 362 

n = 7                n = 7                 n = 7 363 

   364 

Grand mean  = 0.65, SSB = 1.55, SSW = 0.034 and SST = 1.584  365 

 366 

∶. VB  = SSB  = 0.775  and VW   =  SSW  =  0.0019 367 

                dfw    dfw 368 

 369 

Substituting the f –ratio in mathematical notation 1  370 

  371 

 F  = VB      = 0.775. 372 

        VW  0.0019 373 

 374 
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      =   407.89 375 

 376 

Table 4. 377 

Summary of ANOVA  378 

 379 

Source of              df        Sum of               Mean of           f- cal      Critical            Significance      Decision 

Variance                          square ss           squares ms                     value of  F                        

Between group     2       SSB =  1.550          VB =  0.7750 
 

Within group      18       SSW = 0.034          VW = 0.0019    407.89      2.77                Significant        Accept H1 
 

Total                   20                   1.584                    0.7769   
 

 

At 0.05 level of significance, the critical value f is given as 2.77; since f >f 0.05 (2.77), hypothesis HA is 380 

accepted, thus the conclusion is that variance in quality in favour of foreign market offers compared to Nigeria 381 

indigenous market offers significantly influences the acceptance of Nigeria products beyond the shores, hence 382 

does hinder franchise relationship with foreign firms.  383 

 384 

Test 2 385 

Hypothesis 2 evaluates the impact of psychology of ownership of trademarks and patent rights as well as desire 386 

for direct control of marketing operations, profit and output level on the willingness of Nigeria entrepreneurs as 387 

franchisors to grant franchise rights to foreign firms. 388 

 389 

This is based on data on table 5 390 

 391 

Table 5 Impact of psychology of ownership of firm on franchise relationship among Nigeria and the coast 392 

of West and South Africa entrepreneurs  393 

Variables                             Nigeria                 Entrepreneurs at the  394 

                  Entrepreneurs    shores of Nigeria  395 

� The extent to which entrepreneurs accept the fact that  396 

power in organization can be distributed         .47   .45 397 

� The extent to which entrepreneurs act on their own or as 398 

part of a group           .42   .45 399 

� The extent to which entrepreneurs feel threatened by 400 

uncertain and ambiguous situations         .46   .48 401 

� The extent to which entrepreneurs value quantity of life 402 

(accomplishment) over quality of life (compassion)       .57   .63 403 

� The probability that the franchise relationship will not be 404 

         executed as desired           .       41   .38 405 

� The consequences of the franchise relationship not being 406 

executed as desired          .       54   .51 407 

� The inability to reverse, and the cost reversing any negative 408 

         consequences associated with the adoption of franchise/ 409 

         granting franchise rights as franchisors.                     .33    .31 410 

The impact of psychology of ownership of firms on franchise relationship among Nigeria entrepreneurs and 411 

those of the coast of West and South Africa is evaluated based on the adoption of pearson correlation co-412 

efficient ‘R’, represented by mathematical notation 2 thus.    413 

 414 

 415 

      rxy   = ∑( x -  )( y -)        (2) 416 

                      nsx sy 417 

 418 

  Where:  x and y are each value of x and y 419 

    and  are mean values of x and y 420 

  Sx and Sy are standard deviation of x and y, and  421 

  n is the number of paired values  422 
 423 

 424 

For the purpose of this analysis, the hypothesis  425 

 426 
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H02:  The psychology of ownership of trademarks and patent rights given desire for direct control of 427 

marketing operations, profit and output level does not significantly influence Nigeria 428 

entrepreneurs’ desire to grant franchise rights to foreign firms.  429 

 430 

This hypothesis is re-structured thus  431 

H0: µ = 0 (there is a linear relationship between the psychology of ownership of firms and operations 432 

impacts on franchise between Nigeria entrepreneurs and those of entrepreneurs along the 433 

coast of West Africa and South Africa.  434 

Ha: µ ≠ 0 ( there is no linear relationship between the psychology of ownership of firms and operations 435 

impacts on franchise between Nigeria entrepreneurs and those of entrepreneurs along the 436 

coast of West Africa and South Africa. 437 

 438 

Table 6: Required computations for calculating rxy   439 

 440 

Nigeria     Entrepreneurs in the  441 

Entrepreneurs    Coast of West and  442 

      X        South Africa  x - (x - )2   y -   (y -)2        (x -) (y -) 443 

   Y  444 

.47   .45  -0.01 0.0001  -0.01 0.0001  0.0001 445 

.45   .45.  -0.03 0.0009  -0.01 0.0001  0.0400 446 

.46   .48.  -0.02 0.0004   0.02 0.0004  0.0004 447 

.57   .63   0.09 0.0081   0.17 0.0289  0.0153 448 

.45   .38  -0.03 0.0009  -0.08 0.0064  0.0024 449 

.54   .51   0.06 0.0036   0.05 0.0025  0.0030 450 

.38   .31  -0.10 0.0100  -0.15 0.0225  0.0150 451 

∑x = 3.34        ∑y = 3.21                   ∑(x - ) = 0.0240         ∑(y -) =0.0609    ∑(x-) (y -) = 0.0762 452 

   = 0.48           = 0.46  453 

 Sx =  √S
2

x    =  0.069 454 

 455 

 Sy =  √S
2

y     = 0.101 456 

 457 

Substituting for mathematical notation 2  458 

 459 

 rxy   =  ∑(x - )( y -) 460 

     nSx Sy  461 

 462 

       = 1.562 463 

 464 

To determine the significance of the correlation using the ‘t’ student’s test statistic with mathematical notation 3 465 

shown as:  466 

  t  =  r√ n -2  467 

                                              1-r2 468 

 469 

   =  2.43 470 

The value of‘t’, computed is 2.45, at 0.05 level of significance and 5 degrees of freedom, that is (7-2), the 471 

critical value of the ‘t’ statistic is given as 2.015. The test is significant, thus the null hypothesis is rejected, ie 472 

that there is no linear correlation between the psychology of ownership of firms and operations impacts on 473 

franchise between Nigeria entrepreneurs and those of entrepreneurs along the coast of West and South Africa.  474 

 475 

Conclusion therefore is that linear relationship exists in the impact of psychology of ownership of firms among 476 

Nigeria businesses and those of entrepreneurs in the coast of West and South Africa. Thus psychological factor 477 

variables and their impact are equal among businesses in Nigeria and other West and South Africa countries. 478 

Hence psychology of ownership variable does not hinder the ability and willingness of Nigeria businesses to 479 

enter into franchise relationships with foreign firms.  480 

 481 

Test 3  482 
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The thrust of test 3 is the determination of the impact of non –willingness of Nigeria franchisors to be 483 

committed to franchisees on franchise relationship with firms beyond the shores of Nigeria. 484 

 485 

The test is based on data presented in table 7 486 

Table 7. Assessment of variables that make willingness to entre into franchise relationship in Nigeria vs 487 

non Nigeria firms   488 

        Variables                    Nigeria          Non Nigeria   489 

          firms   firms 490 

Attitude to: 491 

� To direct loss of income in the market due to franchise     35.35  26.10 492 

� Loss of brand reputation in the market and potential  493 

in additional, similar and neighbouring market     44.80   9.90   494 

� Loss of brand value for all stakeholders in the franchise  495 

organization and network      37.10  12.00 496 

� Definition of benefits, risks, opportunities and challenges   41.30    8.10 497 

� Protection of brand and intellectual properity     46.90    9.95 498 

  499 

To test for the non-willingness or otherwise of Nigeria firms compared to foreign firms to be committed to 500 

franchisees as franchisor, the weighted aggregate score as actual and numerator is divided by the standard 501 

weighted score as denominator as percentum. Where percentage score is 50 and above, non willingness is 502 

established, otherwise is willingness.      503 

 504 

Hypotheses are stated thus: 505 

H03:  Non willingness to be committed to franchisees as franchisors does not significantly affect the 506 

franchising of Nigeria products. 507 

HA3:  Non willingness to be committed to franchisees as franchisors significantly affects the 508 

franchising of Nigeria products. 509 

 510 

Table 8: Determination of willingness or otherwise to be committed to franchisees as franchisors by 511 

Nigeria compared with Non-Nigerian firms 512 

 513 

 Variables         Nigeria         Non Nigeria   514 

           firms   firms 515 

Attitude to: 516 

� Direct loss of income in the market due to franchise    35.35  28.10 517 

� Loss of brand reputation in the market and potentially in  518 

additional, similar and neighbouring markets     44.80   9.90 519 

� Loss of brand value for all stakeholders in the franchise  520 

organization and network      37.00  12.00 521 

� Definition of benefits, risks, opportunities and challenges    41.30    8.10 522 

� Protection of brand and intellectual properities     46.90    4.95 523 

Total score                   205.45   61.05 524 

Multiplier          25.00   25.00 525 

Aggregate actual weighted score               5,136,25               1,526.25 526 

Standard weighted score              10,000.00          10,000.00 527 

Percentage aggregate actual weighted score over standard weighted score 51.36%                 15.26% 528 

Based on the computation in table 8, Nigerian firms as franchisors show less willingness to be committed to 529 

franchisees at 51.36% compared to foreign firms at 15.26%. It is therefore concluded that non willingness to be 530 

committed to franchisees as franchisors significantly affects the franchising of Nigeria products as Ha3 is 531 

accepted.  532 

 533 

To test for significance in difference or otherwise between willingness of Nigeria firms as franchisors to be 534 

committed to franchisees compared with foreign firms, the ‘t’ test statistic for difference of mean represented by 535 

mathematical notation 4 is adopted.  536 

 537 

  t  =  -   2
         (4) 538 

             √S
2 

 + S
2

2          539 

    n1        n2 540 
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 Where:  1  =  mean of the Nigerian firms  541 

             2   =  mean of the foreign firms 542 

               n1  =  sample size of Nigerian firms  543 

                          n2  =  sample size of foreign firms 544 

             S
2

1 = variance (S
2

1) or standard deviation (S1) of Nigerian firms  545 

             S
2

2 = variance (S
2

2) or standard deviation of (S2) of foreign firms  546 

Hypothesis 3 is re-structured thus: 547 

Ĥ03: There is no significant difference between the willingness of Nigerian firms as franchisors to 548 

be committed to franchisees and that of foreign firms. 549 

A3: There is significant difference between the willingness of Nigerian firms as franchisors to be 550 

committed to franchisees and that of foreign firms. 551 

 552 

Table 9 shows computation of values for measure of significance deference of willingness to be committed 553 

to franchisees between Nigerian Entrepreneur and those of West and South Africa.   554 
 555 

Table 9: computation of values for measure of significance difference of willingness  556 

X  X
2

1  X2  X
2

2 557 

35.35  1,249.62  26.10  681.21 558 

44.80  2,007.04    9.90    98.01 559 

37.10  1,376,41  12.00  144.00 560 

41.30  1,705.69    8.10      65.61 561 

46.90  2,199.61    4.95    24.50 562 

∑X1 = 205.45 ∑x
2

1 = 8,538.37  ∑x2 = 61.05 ∑x
2

2 = 1,013.33 563 

Calculated values: 564 

 S1 = 4.90,  S2  = 8.18,   1 = 41.09,  2 = 12.21, df = 5+ 5 -2 = 8, and n1 + n2 = 5 565 

 566 

Thus substituting for mathematical notation 4  567 

t  =  -   2
  568 

            √S
2 

 + S
2
2          569 

   n1        n2 570 

 571 

  = 17.94 572 

 573 

The computed ‘t’ statistic is 17.94; from the table, at 0.05 level of significance and at 8 degrees of freedom, the 574 

critical value is 1.860. Based on this, the null hypothesis is rejected as ‘t’ statistic of 17.94 is greater than the 575 

critical value of 1.860. The conclusion is that the test is significant at 0.05 level of confidence. There is therefore 576 

significant difference between the willingness of Nigerian firms as franchisors to be committed to franchisees 577 

compared to foreign firms. This willingness, based on table 8 is more in favour of foreign firms.  578 

 579 

 580 

 581 

Test 4 582 

Test 4 determines the impact of the perceived high level of dishonesty and unethical practices in franchising on 583 

granting franchising rights to non-indigenous firms.  584 

 585 

Test variables for this assessment are considered in table 10 586 

 587 

Table 10: Impact of perceived high level of dishonesty and unethical practices on franchising indigenous Nigeria 588 

products.        589 

 590 

Variables               Assessment               Impact on   591 

          Index   Franchising  592 

� Inflating the cost of product development     .68      .38 593 

� Inflating the cost of market development and customer education   .78      .40 594 

� Inflating the cost of infrastructure development     .65      .42 595 

� Inflating the cost of learning and eliminating product defects   .73      .52 596 

� Possible cannibalization of existing product    .88      .41 597 

� Unwillingness to bear costs of training and provision of support services  .69      .43 598 

 599 
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Basis of impact assessment:  600 

50 and above –high (positive/encouragement) 601 

Below 50 –low (negative/discouragement) 602 

 603 

The test is based on the projected hypotheses thus: 604 

 605 

H04: The perceived high level of dishonesty and unethical practices in franchise relationship 606 

significantly influences national attitude to granting franchise rights to non indigenous firms.  607 

H04: The perceived high level of dishonesty and unethical practices in franchise relationship does not 608 

significantly influence national attitude to granting franchise rights to non indigenous firms.  609 

  610 

Test is based on the use of spearman’s rank correlation co-efficient as a non-parametric measure of correlation 611 

represented as equation 5  612 

  rs  =  6∑d2
         (5) 613 

        N(N
2-

1)  614 

     615 

Where: d  = the difference between each rank of corresponding values of x and y 616 

            N = the number of pairs of values  617 

This test is executed at 0.05 level of significance and the decision rule is to accept the null hypothesis if the rs is 618 

less than the Qrs  619 

Table 11: The variance components of the rs 620 

Assessment  Impact   Rx  Ry  (Rx – Ry) (Rx  - Ry)2 621 

Index   measurement  Ranking of Ranking of       =  622 

  x         y    x      y       d         d
2
 623 

.68  .52    5    1       -4         16 624 

.78  .40    2    5       -3           9 625 

.65  .42    6    3        3              9 626 

.73  .38    3    6        3           9 627 

.88       .41    1    4       -3           9 628 

.69  .43    4    2        2           4 629 

          ∑d2 = 56 630 

Substituting for mathematical notation 5 631 

  rs  = 1 -    6∑d2 
632 

             
N (N

2
- 1) 633 

 634 

   = 0.60 635 

The test of significance Qrs  for this test statistic is conducted using the mathematical notation 6 636 

 637 

  Qrs  = Z – 1         (6) 638 

              √N – 1  639 

 640 

Substituting for mathematical notation 6 641 

 642 

   643 

  Qrs = 0.800 644 

 645 

Where z is standard normal deviation, which at 0.05 level of significance given as 1.96.  646 

 647 

The results, based on the computation show that rs as 0.605 less than Qrs as 0.80, thus the null hypothesis is 648 

accepted. It is concluded that the test is insignificant at 0.05 level of confidence; hence the alternative 649 

hypothesis is rejected. 650 

 651 

It is thus right to accept that the perceived high level of dishonesty and unethical practices in franchise 652 

relationship significantly influence national attitude to granting franchise rights to non-indigenous firms, 653 

especially based on fear of being exploited by the franchisors.  654 
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 655 

Findings: 656 

Findings of this research exercise include:  657 

� Nigeria indigenous products (goods and services) are judged to be of low quality relative to non-658 

indigenous market offers. This variance in quality is attributed to poor product performance in terms of 659 

meeting the expectations of target markets; non reliability, non-durability and non serviceability; poor 660 

commitment of vendors (producers) to customers; poor customer complaints management activities; 661 

poor aesthetic value  of products in terms of packaging, texture and others as well as high price of 662 

these market offers. 663 

Cumulatively, these deficits in characteristics of Nigerian indigenous products constrain their 664 

acceptance in anticipated relationship by non-indigenous firms as franchisees.  665 

� The Nigeria indigenous entrepreneurs like those of the coast of West and South Africa are not 666 

negatively influenced by psychology of ownership of firms, thus are willing to grant franchise rights to 667 

firms beyond the shores of Nigeria. These entrepreneurs are willing like they are in the banking, 668 

hospitality, telecommunication and other industries to share and distribute administrative power and 669 

authority; they value quantity of life (accomplishment) higher than quality of life (compassion), and 670 

are not threated by uncertain and ambiguous business situations. However, Nigeria indigenous 671 

entrepreneurs are aversive to the implicit cost implications of franchise relationship. To this extent, the 672 

psychology of ownership of firms with special regards to preserving trademarks and patent rights as 673 

well as desire for direct control of marketing operation, project and output level does not constrain the 674 

willingness of Nigeria indigenous entrepreneurs to enter into franchise relationships with firms beyond 675 

the shores of Nigeria. 676 

� It is established that Nigeria indigenous entrepreneurs do not show reasonable willingness to be 677 

committed to franchisees beyond the shores of Nigeria given the observed and assessed poor 678 

disposition to direct loss of income in the franchise market; loss of brand reputation in the market, loss 679 

of brand value for stakeholders; definition of franchisee –franchisor relationship objectives in terms of 680 

benefits, risks, opportunities and challenges, as well as low degree of protection of brand and 681 

intellectual properties’ right. These negative dispositions constitute challenges to franchising Nigeria 682 

indigenous products.  683 

This in the situation unlike the non-indigenous franchisors, hence the large number of firms are 684 

operating in Nigeria on the condition of franchise –Agu (2013). 685 

� Nigeria indigenous entrepreneurs are aversive of the perceived high level of dishonesty and unethical 686 

practices common in franchisee –franchisor relationship, thus are not favourably disposed to granting 687 

franchise right to firms beyond the shores of Nigeria. These perceived dishonest and unethical 688 

practices are common in the area of inflation of the cost of product, market development, customer 689 

education, provision of infrastructure and learning and eliminating product defects. Other areas of 690 

perceived fraud are cannibalization of existing products and inflation of the cost of training and 691 

provision of support personnel.  692 

 693 

This cost aversive attitude of Nigerian indigenous entrepreneurs discourage the establishment of franchisor-694 

franchisee relationship by Nigerians.  695 

 696 

Discussion of Findings:  697 

Various challenges militate against the franchise relationship between Nigeria firms as franchisors and foreign 698 

firms as franchisees. These range from the nature of product, marketing opportunities identification and 699 

assessment, measurement of benefits, risks and challenges management among others. These are discussed thus: 700 

� Most Nigeria indigenous products command high core value compared to foreign products, however 701 

producers are poor in the area of product concept development and product positioning, hence these 702 

products in core, augment and symbolic characteristics do not satisfy the need of target markets. 703 

Product evaluations based on physical attributes, performance, benefits and image are often at variance 704 

with market expectations. New products in the development process do not often consider dynamisms 705 

in consumer behaviour inter and intra geographical markets, especially in comparison with foreign 706 

competing offer nor are these products priced based on the principles of single nor multi-line market 707 

offer. 708 

In the area of product package and logo, most Nigerian products do not command good esthetic value, 709 

do not communicate good corporate and market offer image, lack ability at conveying desired 710 

information to current and potential target markets, nor do they add extra value to customers. It is also 711 
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observed that some Nigeria products as packaged do not offer convenience in usage neither do the 712 

package offer visibility and eligibility of inscriptions for attractiveness nor are they environmental 713 

friendly. 714 

It is also observed that some of product consumers do not find it easy to pronounce and recall the 715 

names of some of these product, these products have names with literal and connotative (extended or 716 

implied) meanings that are not unique and widely acceptable. These names do also lack international 717 

appeal and in most cases are not legally acceptable.  718 

Given these poor characteristics and features of Nigerian indigenous products; they lack appeal to 719 

foreigners as franchisees. 720 

� The Nigeria entrepreneurs have actually not seen it as important to expand beyond national borders, 721 

especially as the home market is not yet saturated, hence efficiency and effectiveness in market offer 722 

planning is low especially as few planned marketing activities lack priorities, thus money is spent 723 

compared with results achieved. 724 

� Evidences show that few efforts at entering into franchise relationships  by Nigerians as franchisors 725 

with foreign firms as franchisees are and were executed with paucity in definition of associated 726 

benefits, risks, opportunities and challenges, hence franchise in terms of relationships with foreign 727 

firms as franchisees have cost Nigeria more that the anticipated benefits. 728 

� Nigeria entrepreneurs find it difficult to determine with reasonable accuracy product gestation period as 729 

well as project payback period because required financial models that show investments and expected 730 

returns over time are not properly adopted, hence franchising is considered high risk involving, thus 731 

tendencies to protecting brand and intellectual property rights is high and investment in trademarks 732 

beyond the shores is considered unnecessary.  733 

� Costs of training and providing support personnel and facilities for the franchisees beyond the national 734 

shores are considered unnecessary as well as the initial master franchise fees. 735 

� There is also paucity in ability at determining the economy (nation) to site or accept franchisees as 736 

basis for assessing and determining best return on investment as Nigerian entrepreneurs are challenged 737 

in the choice of the right franchisees. Where decisions are taken, they are poorly done, whence 738 

expectations are not achieved. 739 

� Nigeria entrepreneurs in franchisee relationships as franchisors are re-active rather than pro-active, 740 

hence decisions on master franchise to company per country, direct franchising as franchising for more 741 

up-front investment, for more control and more profit in long term basis; area or province franchising 742 

to larger ‘countries’ or a combination of these structures are based on re-actions to the trends of 743 

competition. Nigerian firms are disadvantaged given the growth of franchise across Australia, Europe, 744 

Latin America, USA and other parts of the globe. 745 

Based on this discussion, Nigeria as a nation/economy and its firms is not yet mature for franchise 746 

relationships as franchisor.  747 

Conclusion: 748 

Nigeria can only benefit from the growth and development in franchise relationship as franchisor nation given 749 

the appreciation of the challenges in product development with bias for concept development and product 750 

positioning and appreciating and understanding of the current challenges of the franchise relationship.               751 

 752 

Recommendations: 753 

This work recommends as follows for efficiency in balancing the unfavourable position of Nigeria in franchisee, 754 

franchisor relationships: 755 

� Nigeria firms interested in franchise relationships as franchisors must develop a crop of top managers 756 

who are international marketing rather than export marketing oriented, who must show serious 757 

inclination to strategic business growth based on vertical and horizontal market and product expansion 758 

and diversification and are committed to efficiency in the employment of corporate material and 759 

personnel resources for global market expansion. 760 

� Nigeria entrepreneurs must be management pro-active rather re-active, thus activities must be plans 761 

motivated, and investments must be based on good quality forecast of investment gestation and return 762 

on investment periods. 763 
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� Operations must be based on timely, accurate, adequate, vital issues documentations especially in 764 

respect to the franchisor master franchisees relationships. 765 

� Efforts at acquiring trademarks as starting point of achieving control over brand in other countries must 766 

be made before decisions on choice of franchisees. 767 

� Investments in the provision of strong training and support facilities and personnel must be considered 768 

important, as well as on quality recording and reporting procedures of activities with the franchisees.  769 

� Decisions on franchising as a franchisor must be based on careful selection of the right countries and 770 

right franchisees based on the understanding of the legal environment of the franchisees’ nations for the 771 

maximization the benefits of franchise and the balancing of the in-balance against Nigeria in franchise 772 

relationships.  773 

 774 

  775 
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