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Franchise between firms and nations as franchisors and franchaees to economic
development based on the creation of employment, infrastalladevelopment and generation of income to
nations among others have shown in-balance against Nig&¥tide Nigeria enjoys relatively, the benefits
associated with creation of employment and developmeirtfiafstructure, it has recorded deficit in income
generation as a result of capitai and profit remittances to franchisor firms and natiorss

creates trade in-balance against Nigeria. This worlbksited reasons for the high number of firms
and nations in Nigeria.  little or no presence of Nigeria firms as franchésior other nations. This involved
the use of copies of questionnaire (close and open endedustd)cthat were scaled based on Likert modified
ranking principle and data analysed using analysis agavee (ANOVA), pearson correlation co-efficient ‘R’,
‘t’ statistics for difference of means, spearman’skraorrelation co-efficiency among others. Identified as
problems of poor firms’ presence beyond the shores are product oriepteat, disposition to direct
losses in investment and their management as well gis leivel of cost evasiveness among Nigeria
entrepreneurs. This situation of franchise relationshipalance could be managed based, on the adoption of
pro-active rather re-active management principles, gg@sd choice of franchisees and understanding of
legal environment of franchisees’ nations.

: Trade in-balance, franchisor, franchisee, risk evasiw s franchise commitment.

alternative to international market entry strategy is considered tmh®gue in
the developed economy of USA hence over 35, 000 of
US firms are located in different countries throughoutglobe. These are in the areas of soft drink,
motel, retailing, fast food, car rentai and other varieties of business services accounts for over
70% of the income of franchising firms based on non-US tipesa
Omsai Ram in
Franchising is considered alternative given its abilityafford the natural and artificial persons as the
the opportunity to enter a well known and establis/i=d where management advice is

provided; charges on the use of the franchise right is deresd less expensive compared to the cost of setting
up an independent business and it has ability of generatingobswyéarly as well as enhancing sales volume
and value This is in the face of the secured control the franchigsrover the franchisee
and its outlets in terms of delivery and presentatiormafket offer, as activities are brought to bear in
enhancing the recognition of the franchisor’'s name and image This
work assessed the impact of franchise agreement on dmeraic growth and development drive of

given the relative imbalance between developed and develcping and challenges of capital

Nigeria as a developing nation, is challenged by poor poljtigiities that favour the high income earning class
at the expense of the low income earners, thus thetgasistratified as very few in the high income clasd
mass members of the low income class, with insignificamo members of the middle class

structure, propensity to capitzi for business investment is low direct investment and other
modes of entry into foreign markets or attracting fymeinvestments  not favoured . The few
high income earners with high investment capacity are alsexpbiting optimally the advantages associated
with franchising. This situation accounts reasonably for winy employment opportunity, sales volume
enhancement and income generation as advantages traceftblechising are nci in Nigeria. Given
this, this work has its thrust as balancirghe in-balance between the number of franchisees and fsanlm
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favour of Nigeria by attracting businesses to Nigeriafraschisees based on franchising

Nigerians to in other countries especially along the cozstVest Africa on franchise arrangement. The
nation’s trade balance has always been in deficit in fagbwther nations and franchise balarcz  high
level of franchisees as Nigerians rather than franchisor

Studies on franchise relationships with Nigeria as fdwuse dwelt on challenges prospects and
advantages as well as dis-advantages associated wititingen Nigeria as franchisors with Nigeria firms as
franchisees None is on the
prospects of franchise, with Nigerian firms as franchisarsneans of addressing the in balance of trade and
exchange relationships between Nigeria, and other West African and African countries as well
as the rest of the globe. Following these; this work is densd significant as it determines the constraints and
challenges to franchising indigenous Nigeria productdMest Africa, African and globally as means of
generating revenue and positioning Nigeria and its produti® iglobal economy.

This work has the objective of showcasing franchise intemaltimarket entry strategy as a viable alternative
for Nigerians (to entry into  global markets given the paucity in ability at capitai for direct
investment in foreign markets and as means of generegirgnue and to position Nigeria and her products
globally for acceptance and for desired economic developthesmigh growth

This study is built on these stated in null
HO;:  Quality variance in favour of foreign compared with Nigeria indigenous products
does not significantly influence  acceptance beyond the shores, hence
does not hinder franchise relationships with foreign firms as franotss
HO,:  The psychology of ownership of and patent rights given the desire for direct

control of marketing operations, profit and output ~ does not significantly influence
entrepreneurs’ desire to grant market offer franchise to foreign firms.
HO3: Non willingness to be committed to franchisees dagsignificantly affect the franchising of
Nigeria products.
HO,:  The high level of dishonesty and unethical practices gehi do not significantly influence
national attitude to franchisee rights to non indigenous firms, based on fear of being
taken advantage of.

3.
Franchising allows the franchisor to sale limited rightthe use: its brand name to the franchisee in return for
a lump sum of payment and or a share of the franchiggefis Franchise is

considered a form of licensing agreement. However unbta licensing, the franchisee based on

abides strictly to the rules as to how the business for vihiliranchise is granted will be executed. Franchise
is more in the service industry as it is considered tlyet&dow cost given its
relatively low-risk investment tendencies in the facéhbility at facilitating low of know-how,
technology, training and management skills across the globe.

Liberalization of trade based on the elimination oftaoeers’ barriers has made it easier for firms to deera
based on franchise principle. This is more enhanced basedeamatitnal marketing research results that have
led to the recognition of the heterogeneous nature of the ghoddet for market segmentation in line with
homogeneous characteristics of different sub markets i and general market offer planning and
delivery
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Franchise is build on three polar made up of the franchisor (as owner of the business anmththe in
the system), the system (the business in which inweestis made) and the as the investor and
purchaser of the right of business ownership on specifie!. The relationship succeeding between these
polar structures based on contractual agreemer: could anchor on the and

or business formei is considered
most effective market and marketing expansion strategy.

Franchise as a form of licensing is based on simpial ! which recognize the rights of parties to the
agreement and is subject to periodic review and is quit2  from distribution agreement which has
provision for the roles of the or distributors-exclusive

or otherwise. The the licensor the advantage of significant market presience

the licensee’s base of operation and makes provisioliclarsor obligations that include training, monitoring
and offering of technical advice to the franchisee.

Generally, international marketing offers national and irtéonal firms opportunities of increase in size of
market offer in terms of quality and quantity with thafdirms outside the domestic market, as it offers psca

route to harsh political and economic domestic environmental oomslit and is where
the domestic firm lacks financial, physical and manager desired to embark on foreign operation
alone thus is consideredviable option other of franchise.

for the growth in acceptance of franchise in the developerld and currently among the
developing especially based on the influence of some push and ptdr$asuch as domestic saturation,
increase in the rate and level of inter and intra ingalstompetition with inclination for generic competition
and diminishing profit sequel to increase in cost of domesiic as-Push and favourable
macroeconomic indices, favourable demographic structivahges and relative political stakie
among nations especially among the developed nationslas Pul

In contrast, franchise is more practiced in the develcieci compared to the developing nations as
franchisors. The poor rate of adoption of the franchise modelusinéss in the developing economy as
franchisors is more attributed to poor economic populatooassociated with poor level of per capita income

In nations such as USA, China ain franchise accounts for greater percentage of the GN&RIas it
generates employment for the populace Statistics have it that
the growth in the adoption of franchise model has a correégpoe demise rate of suchi ~ mostly as a result
complex business environment, difficulties experienceddtions in the determination and control of quality of
market offers, weak legal systems, uncertaintieshén business activities as well as associated
risks of protection of intellectual property rights @&s various nations In the assertion of
disparity associated with acceptance of franchise betwkee developed and developing
is attributed to variations in level of awareness and diduca nations. While franchise
businesses especially in the area of fast fead impacted the Asian nations significantly, Nigeria aothe
other African nations are yet to experience this impagtificantly
While businesses in the soft and alcoholic drinks, automobie,fé@d, banking, pharmaceutical, hotel and
hospitability, other inclusive of telecommunication, conglomerates, beveragdsther industries are
faring well in Nigeria based on franchise relationships;

Nigeria indigenous businesses in different industrieyetréo have significant impact on the
economies of nations in the West coast of African,icafrand the rest of the globe based on franchise
agreement as means yielding revenughe nation (Nigeria) and as basis of economic deweémt. This work
offers product and other related reasons for the absdnce o  indigenous products in other
nations on account of franchise.



155
156
157
158
159
160
161
162
163
164
165
166
167
168
169
170
171
172
173
174
175
176
177
178
179
180
181
182
183
184
185
186
187
188
189
190
191
192
193
194
195
196
197
198
199
200
201
202
203
204
205

Generally, the franchise with poor management and control strategies and relatpristtking
device result, in brand dilution (distribution), risk of lagsvaluable trade secrets, financial loss associatéd w
outlet failures, erosion of product standardization and tyuali high cost of performance
monitoring, distraction of innovative skills, extensiveukagion resulting to financial and legal disclosures from
the franchisors’ and from the franchisee’s perspective are issues sublglagranchise  high
start up high royalty payment on routine basis, high cost of co-produmnhotion activities, inability to
enjoy the benefits of innovative skills given loss of contffoi o based on loss of (lack of ) flexibility
and creativity, high cost of termination of the contreaci and difficulties of exit especially given the
long term nature of most franchisc ; high cost of equipment and supplies especially where
based of spin-off firn: erosion of right of

the franchisee to terminate contract that is in favduhe franchisor, high level of uncertainty associateth wi
contract renewal and lack of control over goodwill generatethbyfranchise based on operations

These phases of limitations of the franchise are attributed to weaknesses in legal and
regulatory environments across different nations ofjtbbe.

Given these limitations, this work identified additionally psychological factors  limit the
franchisors’ ability = products to sale beyond the of the nation.

Various franchising arrangements and types do exist. Timetede single where the franchisor has
relationships with a number of franchisees owning and operati locations; sequential franchise, where the
franchisees are granted license one-ai-a- that the franchisor is capable of maintaining and
sustaining relationship with a franchisee before additioncfisee is enlisted. Thus it is difficult for
franchisor to maintain direct involvement/relationship with hearf the different area
development, where the franchisor grants the franchigbé t0 multiple franchisees on prove of capacity to
manage such relationships based on self involvement with toet @ff personnel as -
franchising also referred as master franchising involves two levels cf of the franchisor master and
sub-franchisees. Where the master franchisee as frandbighe sub -- provides all supports in
training and otherwise for the sub franchisee and tlea aepresentation franchising as a form of sub-
franchising area representative as the master franchisee is tialelgas responsibilities compared to the

the franchisee, Nigeria firms as franchisors
and to make  attract franchisees?

Nigeria like other nations is subjected to the influence of global trends in
technology and communication. The relative difference is Widte the developed economies given their
strengths and opportunities are harnessing associatedstlamed for development through growth,
Nigeria has paucity in tendencies for internal and exteroahomic environment variables management
rather than achieve development and growth, only growth @ded. These growth tendencies have possed
challenges to the practice of franchising in both as franchisee and franchisor.
These challenges include:
=  Mono-Cultural Economy:

Nigeria major source of revenue nationally and inteomatiy product oriented. This

product and its allies is demanded mostly by governments andnfétivnational firms. Hence the

desired impact of this product in aggregate is indusaral institutional market oriented, than

consumer market. This makes the Nigeria market lessabvtes to as a shift of global
economy tends towards inter-dependency Given this most small and medium
scale firms as hub of activities in Nigeria are constrained in market acegti
participation. Even these small and medium sceie show interest in international
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marketing operation through franchise and other methods, the timparompetition limits their

chances of given high the cost of operation.
= Paucity of Technology of Operation:

Most firms in Nigeria still operate based on and obsolete that raise to

product and production oriented problems of failure in stoedd land or over stocking in

loss of customers and tying down of capita! as well as break down in product facilities and

turning out ahead of anticipation based on poor policies of market segmentation,

or behind characteristics being out of consonance with the

target markets’ and product technology usage: to the market
Following these, locally produced market offers are cmrsid costly compared to those from

the emerging economies of the globe si:chChina, India, Brazil and hence the demand for

indigenous products is comparatively low.
* Inadequate Funding of Firms:
Statistics have it that Nigeria is one of the nations thighlowest per capita incom2
This makes it difficult for ~ natural and
artificial persons to save for investment. of private sector ventures is
challenged.
Government policies in the area of funding private sestnall and medium scale businesses are
corruptly implemented for negation in goal actualization. This  for the fewness of firms whose
marketing beyond the of Nigeria.

It must be noted equally, that the process of securiog,ghedium and long term credit facilities for
economic activities in Nigeria is shroudeci  risks, both the borrowers and lenders perspectives

= High Cost of Operation:
Based on the poor state of infrastructural development in idigepecially in the area of marketing

logistics, communication and power (energy) the cost of operations has continued to increase.
most small scale businesses have clcser! medium and large scale are
transferring their base out of Nigeria to neighbouring West African coustrighe

consequent of this high cost of operation is high cost ofup#routput; hence corporate outputs in
Nigeria are less competitive compared to foreign products.
= Multiplicity of Product Regulatory Activities:

In product marketing and production activities are numerous regylatodes
with multiplicity of operation standards. These codes centhe producers, marketers (vendors) as
well as consumers;, varieties of expectations of the various groups as regylamdies

codes. This however worst in the regulation of franchise
where local, state and federal government laws and regulat®ivs @peration concurrently

and on either or both the
franchisor franchisee The clumsiness of these laws and regulations discourage
the creation of franchisz to the disadvantage of economic development of Nigeria

through growth.

Amidst these challenges, in like in other , nations record favourable balance ir
franchise outside the country with their products compared to those  coming inside from

hence record increase in national revenue based on inberadatiade and marketing relationships. The
guestion  why is it that the number and success rate of in-figadh Nigeria is greater than ou-

The current franchise markat  industrially and sectorally in Nigeria like the quick service
restaurants (fast food), ICT training and consultingisesy production and distribution of beverages, personal
and business development services, transportation andaseildigtribution is estimated &2.5 billion

the food franchising sub sector, coca cola and pepsi ¥y strong gripe of the market, having been
established for a long period. In addition to these  are KFC as major US food brand in Nigeria and many

5
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other firms investing in the country based on franchise agpt growth, in the
opinion of analysts is expected to continue over the foresedatolre and record spillover effects in and on
other industries and sectors of the econcrny and

Other sectors of the economy have registered the influenCeesfcom International, Fastrackids International
and Precession Auto. These franchisors are interestedploiteng the Nigeria market for profit in favour of
business share and stock holders outside Nigeria, thosgll ba investments with millions of that
have the potential and propensity of spurringof employment, infrastructural development, standardviofg
and marketing activities through growth and developmeni@ll and medium scale businesses in Nigeria.

The questions is the position of products and firms in the franchise closet? Are thesihilig
products not franchiseable in quality and quantity? Are the  brands so inferior that they cannot be
franchised? Are the attitudes of Nigerians as franchisoch that other nationals as entrepreneurs zie

to entre into franchise relationships wiih

Currently, statistics show that while many firms are interested are investing in the Nigeria
franchise market, only few Nigeria indigenous companies #as have their presence outside Nigeria.
Among these few Nigeria indigenous franchisors are thed.bgsed Food Concepts and Entertainment whose
subsidiaries are Chicken Republic and Butterfield Baketly witlet in South Africa and Tanatalizers.

Based on this analysis, it may be important to indentiy ¢thallenges to Nigeria indigenous businesses

the low business failure rai= of 15% based on franchise compared with 80% rate that is
among independent businesses as well as higher chancesnafsBusiiccess based on franchise compared with
independent start ups

Identifying challenges to indigenous relationship with foreign firms and nations is the focus of

this work. This will aid Nigeria as a nation and itarf§ as franchisors to add new sources of revenue as

franchise fees and royalties; reduce dependency on lau&kem leverage existing technology, know-how and

intellectual ; gain competitive edge to the domestic market Ly to Nigeria new ideas from

international licensees; enjoy strategic advantagesairing a global franchise network and gain improved
of scale through increased network growih

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

Hypothesis 1 has its thrust as determining the impact of tH&éygoiaNigeria indigenous market offers
(products) on their acceptability beyond the national shmmeed on franchisc

This is based on data in table 1.

Table 1: Impact of product quality variance of Nigeria roducts compared with foreign products on
franchise relationship

Variance Normal Standard Actual value Actual value Nigeria Franchise
Value Value Nigeria Foreign Product Services

= Product meeting expectations
and requirements —performance 1 0.98 0.78 91 12 .08

= Reliability, serviceability and durability

-customer service standard 1 091 0.64 .87 .25 .10
= Commitment to customers 1 0.94 0.52 .90 31 A2
= Complaint resolution for quality

improvement 1 0.92 0.62 .89 .26 A1
= Aesthetics packaging and features 1 0.95 0.59 .92 27 .09
= Business process and support service

quality 1 0.96 0.66 .93 .26 .10
= Price of market offer 1 0.97 0.70 .94 .24 .08
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The hypotheses are stated thus:
HO.;:  Variance in quality in favour of foreign market offexmgpared to Nigeria indigenous market
offers significantly influences the acceptance of Niggraducts beyond the shores
does hinder franchise relationships with foreign firms.
HA.: Variance in quality in favour of foreign market offers quared to Nigeria indigenous market
offers does not significantly influence the acceptancligéria beyond the
hence does not hinder franchise with foreign firms.

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

the mean of three or more populations are all egua! actual values of Nigeria and foreign
products in quality are measured for variance, as indi€eseasure of acceptance of tiha indigenous
products for franchise is determined by the mathematmalion 1 represented thus:

f=W = between groups variance Sk

iy within groups variance ) Q)
Where VB = SSB and \{y = SSW
dg ; dfw
dfs number of groups (k) minus 1

df, number of cases within each subgroups (n) minus 1
where: \4 = Variance between groups
Vv = variance within groups
dfy = degree of freedom between groups
df, = degree freedom within groups
This test is conducted at 0.05 level of significance
Table 2. Rating of demand differential between Nigeria andoreign products, demand for and

franchise beyond the shores of Nigeria.

Demand differential Non demand for products begnd the shores  Non demand for Franchise
services
.18 .98 .92
.23 .75 .90
.38 .69 .88
27 74 .89
.33 .73 91
27 74 .90
.20 .76 .92

Table 3. Computation of f-ratio:
Rating of demand differential between Nigeria and foreigrproducts, demand for products and
franchise beyond the shores

Demand differential Non-demand for products Nordemand for
Beyond the shores Franchise services
Xa XA Xg Xs Xc Xe
.18 .0324 .98 .9604. .92 .8464.
.23 .0529 .75 .5625 .90 .8100
.38 0.1444 .69 4761 .88 7744,
27 0.0729 74 .5476. .89 .7921.
.33 0.0521 .73 .5329 91 .8281
27 0.0729 74
.20 0.0400 .76 5776 .92 .8464
YXa-1.86  YX?4=0.468 Y Xg=5.39 YX% =4.205 YXc =6.32 Y X% =5.707
Xp =0.27 Xg= 0.77 Xc=0.90
n=7 n=7 n=7

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

:.Vg =SSB=0.775 and { = S§ = 0.0019
df,, df,



375 Substituting the f —ratio in mathematical notation 1

376

377 F=M = 0775

378 My 0.0019

379

380 = 407.89

381

382  Table 4.

383 Summary of ANOVA

384
Source of df Sum of Mean of f-cal  Critical 8nificance  Decision
Variance square sS  squares ms value of F
Between group 2 SSB= 1550 g =V0.7750
Within group 18 SSW =0.034 w¥0.0019 407.89 2.77 Significant Accept H
Total 20 1.584 0.7769

385 At 0.05 level of significance, the critical value f given as 2.77; since f >f 0.05 (2.77), hypothesjsi$
386 accepted, thus the conclusion is that variance in qualitgvour of foreign market offers compared to Nigeria
387 indigenous market offers significantly influences theegtance of Nigeria products beyond the shores, hence

388  does hinder franchise with foreign firms.

389

390 Test 2

391 Hypothesis 2 evaluates the impact of psychology of ownershiademarks and patent rights as weli &5
392 desire for direct control of marketing operations, praind output on the willingness of Nigeria
393 entrepreneurs as franchisors to grant franchise riglitsaign firms.

394

3856) This is based on data on table 5

397 Table 5 Impact of psychology of ownership of firm on franchse relationship among Nigeria and the coast
398 of West and South Africa entrepreneurs

399  Variables

400

401 = The extent to which entrepreneurs accept the fact that

402 power in organization can be distributed A7 .45

403 = The extent to which entrepreneurs act on their own or as

404 part of a group A2 .45

405 = The extent to which entrepreneurs feel threatened by

406 uncertain and ambiguous situations .46 .48

407 = The extent to which entrepreneurs value quantity of life

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

409 = The probability that the franchise relationship will not be

410 executed as desired . 41 .38

411 = The consequences of the franchise relationship not being

412 executed as desired . 54 .51

413 = The inability to reverse, and the costreversing any negative

414 consequences associated with the adoptionruftiise/

415 granting franchise rights as franchisors. .33 31

416

417 The impact of psychology of ownership of firms on franchiseticelahip among Nigeria entrepreneurs and
418 those of the coast of West and South Africa is evaluateddban the adoption of pearson correlation co-
419 efficient ‘R’, represented by mathematical notation 2 thus

420

421

422 My =2(x-X -y 2
423 nss,

424

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

426 X andy are mean values of x and y



427
438
430
431
432
433
434
435
436
437
438
439
440
441
442
443
444

445
446
447
448
449
450
451
452
453
454
455
456
457
458
459

460
461

462
463
464
465

466
467
468
469
470
471
472

473
474
475
476
477
478
479
480
481
482
483
484

S and Sy are standard deviation of x and y, and
n is the number of paired values

For the purpose of this analysis, the hypothesis

HO,:  The psychology of ownership of trademarks and patent rigjken desire for direct
control of marketing operations, profit and output  does not significantly influence
Nigeria entrepreneurs’ desire to grant franchise rigghfereign firms.

This hypothesis is re-structured
Ho: 1 = 0 (there is a linear relationship between the psygiadd ownership of firms and operations
impacts on franchise between Nigeria entrepreneurs arse tf entrepreneurs along the
coast of West Africa and South Africa.
Ha: p# 0 (there is no linear relationship between the psychology of ahipeof firms and operations
impacts on franchise between Nigeria entrepreneurs and ticentrepreneurs along the
coast of West Africa and South Africa.

Table 6: Required computations for calculatipg

Nigeria Entrepreneurs in the
Entrepreneurs  Coast of West and
X South Africa XX (x-%)? yY (Y (xX) (v )
Y
A7 45 -0.01  0.0001 -0.01  0.0001 0.0001
.45 45, -0.03  0.0009 -0.01  0.0001 0.0400
46 A48. -0.02  0.0004 0.02  0.0004 0.0004
.57 .63 0.09 0.0081 0.17  0.0289 0.0153
.45 .38 -0.03  0.0009 -0.08 0.0064 0.0024
.54 .51 0.06 0.0036 0.05 0.0025 0.0030
.38 31 -0.10 0.0100 -0.15 0.0225 0.0150
Yx=3.34 >y=3.21 >(x-X) =0.0240 >(y-Yy) =0.0609 Y (x-X) (y-Yy) = 0.0762
X =0.48 y =0.46

s, = V&, = 0.069

5=V, =o101

Substituting for mathematical notation 2

My =>x-X)(y-Y)
ns S

= 1562

To determine the significance of the correlation usindttisudent’s test statistic with mathematical notation 3
shown as:

t = I’\/ n-2
Ar

= 243
The value of‘t’, computed is at 0.05 level of significance and 5 degrees of freedom,ish@ét-2), the
critical value of the ‘t’ statistic is given as 2.015. Thst is significant, thus the null hypothesis is rejgcie
that there is no linear correlation between the psychotdgywnership of firms and operations impacts on
franchise between Nigeria entrepreneurs and those of erieeps along the coast of West and South Africa.

Conclusion therefore is that linear relationship existhe impact of psychology of ownership of firms among
Nigeria businesses and those of entrepreneurs in theafdA&tst and South Africa. psychological factor
variables and their impact are equal among businesses in Négeriather West and South Africa countries.
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Hence of ownership not hinder the ability and willingness of Nigeria businedses
enter into franchise relationships with foreign firms.

Test 3
The thrust of test 3 is the determination of the impachaf —willingness of Nigeria franchisors to be
committed to franchisees on franchise relationship fivitins beyond the shores of Nigeria.

The test is based on data presented in table 7
Table 7. Assessment of variables that make willingness to entiato franchise relationship in Nigeria vs
non Nigeria firms

Variables Nigeria Non Nigeria
firms firms
Attitude to:

= loss of income in the market due to franchise 35.35 6.102
= Loss of brand reputation in the market and

in additional, similar and neighbouring market 44.80 9.90
= Loss of brand value for all stakeholders in the franchise

organization and network 37.10 12.00
= Definition of benefits, risks, opportunities and challenges 1.3@ 8.10
= Protection of brand and intellectuzl 46.90 9.95

To test for the non-willingness or otherwise of Nigeiian§ compared to foreign firms to be committed to
franchisees as , the weighted aggregate score as actual and numeradivided by the standard
weighted score as denominator as percentum. Where percetmgeis 50 and above, non willingness is
established, otherwise is willingness.

Hypotheses are stated thus:
HO3: Non willingness to be committed to franchisees as franchidoes not significantly affect the
franchising of Nigeria products.
Has. Non willingness to be committed to franchisees as franchisasificantly affects the
franchising of Nigeria products.

Table 8: Determination of willingness or otherwise to becommitted to franchisees as franchisors by

Nigeria compared with Non- firms
Variables Nigeria Non Nigeria
firms firms

Attitude to:
= Direct loss of income in the market due to franchise 3535. 28.10
= Loss of brand reputation in the market and potentially in

additional, similar and neighbouring markets 44.80 9.90
= Loss of brand value for all stakeholders in the franchise

organization and network 37.00 12.00
= Definition of benefits, risks, opportunities and challenges 41.30 8.10
= Protection of brand and intellectul 46.90 _4.95
Total score 205.45 61.05
Multiplier 25.00 25.00
Aggregate actual weighted score 5,136,25 1,526.25
Standard weighted score 10,000.00 10,000.00
Percentage aggregate actual weighted score over stangigided score 51.36% 15.26%
Based on the computation in table 8, firms as franchisors show less willingness to be comehitbe

franchisees at 51.36% compared to foreign firms at 15.26%therefore concluded that non willingness to be
committed to franchisees as franchisors significantlecéf the franchising of Nigeria products ag k¢
accepted.

To test for significance in difference or otherwise betwedlingness of Nigeria firms as franchisors to be

committed to franchisees compared with foreign firrhs,‘t’ test statistic for difference of mean represdriig
mathematical notation 4 is adopted.
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t = X - X° (4)

Vs + S,
n mn
Where: X; = mean of the Nigerian firms
X, = mean of the foreign firms

n = sample size of Nigerian firms

N= sample size of foreign firms

&, = variance (%) or standard deviation (Sof Nigerian firms
&, = variance (&) or standard deviation of £Sof foreign firms

Hypothesis 3 is re-structured thus:
HO;:  There is no significant difference between the willingndss o firms as franchisors to
be committed to franchisees and that of foreign firms.
As:  There is significant difference between the willingness of  firms as franchisors to be
committed to franchisees and that of foreign firms.

Table 9 shows computation of values for measure of sigitiénce deference of willingness to be committed
to franchisees between and those of West and South Africa

Table 9: computation of values for measure of significance ffierence of willingness

X X% X X2,
35.35 1,249.62 26.10 681.21
44.80 2,007.04 9.90 98.01
37.10 1,376,41 12.00 144.00
41.30 1,705.69 8.10 65.61
46.90 2,199.61 4.95 24.50

YX,=205.45 Yx? =8,538.37 Yx,=61.05 Yx% =1,013.33
Calculated values:

S1=4.90, $=28.18, X1 =41.09, X,=12.21,df=5+5-2=8,andhm=5
Thus substituting for mathematical notation 4
t = X- X
VS + S
n
= 17.94

The computed ‘t’ statistic is 17.94; from the table, @860evel of significance and at 8 degrees of freedom, the
critical value is 1.860. Based on this, the null hypadthesrejected as ‘t’ statistic of 17.94 is greatemtitiae
critical value of 1.860. The conclusion is that the iesignificant at 0.05 level of confidence. There ig¢fare
significant difference between the willingness «f firms as franchisors to be committed to franchisees
compared to foreign firms. This willingness, based on t&lidemore in favour of foreign firms.

Test 4
Test 4 determines the impact of the perceived high level of dishyoard unethical practices in franchising on
granting franchising rights to non-indigenous firms.

Test variables for this assessment are considered inlf@ble

Table 10: Impact of perceived high level of dishonesty and wathiactices on franchising indigenous Nigeria
products.

Variables Assessment lagd on
Index Franchising

= Inflating the cost of product development .68 .38

= Inflating the cost of market development and customer educatio .78 .40

= Inflating the cost of infrastructure development .65 42
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602 = Inflating the cost of learning and eliminating product defect 73 .52

603 = Possible cannibalization of existing product .88 A1
604 = Unwillingness to bear costs of training and provision of supgayvices .69 43
605

606 Basis of impact assessment:
607 50 and above —high (positive/encouragement)
608 Below 50 —low (negative/discouragement)

609

610 The testis based on the projected hypotheses thus:

611

612 HO,: The perceived high level of dishonesty and unethical ipesctin franchise

613 significantly influences national attitude to granting fizsise rights to non indigenous firms.
614 The perceived high level of dishonesty and unethical pexctin franchise relationshi;  not
615 significantly influence national attitude to granting fraise rights to non indigenous firms.
616

617 Test is based on the use of spearman’s rank correlzti@fficient as a non-parametric measure of correlation
618 represented as equation 5

619

620

621

622 Where: d = the difference between each rank of corresponding\alnMeand y
623 N = the number of pairs of values

624 This test is executed at 0.05 level of significance and thisidecule is to accept the null hypothesis if thés
625 less than the Qr

626 Table 11: The variance components of thEs

627 Assessment Impact R Ry (R«-R) (Rx - RyyY
628 Index measurement  Ranking of Ranking of =

629 X y X y d 2q
630 .68 .52 5 1 -4 16
631 .78 .40 2 5 -3 9
632 .65 42 6 3 3 9
633 .73 .38 3 6 3 9
634 .88 A1 1 4 -3 9
635 .69 43 4 2 2 4
636 yd? =56
637 Substituting for mathematical notation 5

638 I's = 1- &

639 N (N* 1)

640

641 = 0.60

642 The test of significance Qffor this test statistic is conducted using the ma#temal notation 6
643

644 Qrs = Z-1 (6)
645 VN-1

646

647 Substituting for mathematical notation 6

648

649

650 Qr =

651

652 Where z is standard normal deviation, which at 0.05 levebofficance given as 1.96.

653 The based on the computation show thaas 0.605 less than Qas 0.80, thus the null hypothesis is

654  accepted. It is concluded that the test is insignifican0.86 level of confidence; hence the alternative
655 hypothesis is rejected.
656
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It is thus right to accept that the perceived high lesfelishonesty and unethical practices in franchise
relationship significantly influence national attitude granting franchise rights to non-indigenous firms,
especially based on fear of being exploited by the

Findings of this research exercise include:

= Nigeria indigenous products (goods and services) are judged ¢ loev quality relative to non-
indigenous market offers. This variance in quality is attebdub poor product performance in terms of
meeting the expectations of target markets; non religbiibn-durability and non serviceability; poor
commitment of vendors (producers) to customers; poor custoomplaints management activities;
poor aesthetic value of products in terms of packagingyree and others as well as high price of
these market offers.
Cumulatively, these deficits in characteristics of indigenous products constrain their
acceptance in anticipated relationship by non-indigefious as franchisees.

= The Nigeria indigenous entrepreneurs like those of the aafa®Vest and South Africa are not
negatively influenced by psychology of ownership of firtheis are willing to grant franchise rights to
firms beyond the shores of Nigeria. These entrepreneersvilling like they are in the banking,
hospitality, telecommunication and other industries to share atdbdie administrative power and
authority; they value quantity of life (accomplishment) leigthan quality of life (compassion), and
are not threated by uncertain and ambiguous business situationgevét, Nigeria indigenous
entrepreneurs are aversive to the implicit cost imptioa of franchise relationship. To this extent, the
psychology of ownership of firms with special regardpteserving trademarks and patent rights as

well as desire for direct control of marketinig , project and output level not constrain the
willingness of Nigeria indigenous entrepreneurs 1o into franchise relationships with firms
beyond the shores of Nigeria.

= |tis established that Nigeria indigenous entrepreneur®tishow reasonable willingness to

be committed to franchisees beyond the shores of Nigerindive observed and assessed poor
disposition to direct loss of income in the franchise matkes of brand reputation in the market, loss
of brand value for stakeholders; definition of franchisemnéhisor relationship objectives

in terms of benefits, risks, opportunities and challeragsyell as low degree of protection

of brand and intellectual properties’ . These negative dispositions constitute challenges to
franchising Nigeria indigenous products.
unlike the non-indigenous hence the large are

operating in Nigeria on the condition of franchise

* Nigeria indigenous entrepreneurs are of the perceived high level of dishonesty and unethical
practices common in franchisee —franchisor relatignghius are not favourably disposed to granting
franchise right to firms beyond the shores of Nigeria. Themseeived dishonest and unethical
practices are common in the area of inflation of the obproduct, market development, customer
education, provision of infrastructure and learning and elifmigaproduct defects. Other areas of
perceived fraud are cannibalization of existing products afidtion of the cost of training and
provision of support personnel.

This cost aversive attitude of indigenous entrepreneurs the establishment of franchisor-
franchisee relationship by Nigerians.

Various challenges militate against the franchiseticelahip between Nigeria firms as franchisors and foreign

firms as franchisees. These range from the natur= ci ~, marketing opportunities identification and

assessment, measurement of benefits, risks and challengagaement among others. These are discussed thus:

= Most Nigeria indigenous products command high core vatumepared to foreign products, however

producers are poor in the area of product concept developmempr@dutt positioning, hence these
products in core, augment and symbolic characteristicaaiosatisfy the need of target markets.
Product based on physical attributes, performance, benefits aageirare often at variance
with market expectations. New products in the developmentepsoclo not often consider
dynamisms in consume:r inter and intra geographical markets, especially inpayiaon
with foreign competing products priced based on the principies
multi-line market offer.
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In the area of product package and logo, miost  products do not command good esthetic value,
do not communicate gooc and market offer image, lack ability at conveying idab
information to current and potential target markets, mothéy add extra to customers. It is also
observed that some Nigeria products as packaged do notcofigenience in usage neither do the
package offer visibility and eligibility of inscriptionfor attractiveness nor are they environmental

friendly.

It is also observed that consumers do not find it easy to pronounce and recall thesname
of some of these products have names with literal and connotative (extemded
implied) meanings that are not unique and wici=ly names do also lack international

appeal and in most cases are not legally acceptable.

Given these poor characteristics and features ¢f  indigenous products; they lack appeal to
foreigners as franchisees.

The Nigeria entrepreneurs have actually not seen it as iampdd expand beyond national borders,
especially as the home market is not yet saturated, hedficency and effectiveness in market offer
planning is especially as few planned marketing activities lack priorities, thus moise
spent compared with results achieved.

Evidences show that few efforts at entering into franché$ationships by Nigerians as franchisors
with foreign firms as franchisees are and were executdd paucity in  definition of associated

benefits, risks, opportunities and challenges, here in terms of relationships with foreign
firms as franchisees have cost Nigeria mct= the anticipated benefits.

Nigeria entrepreneurs find it difficult to determine lwiteasonable product
gestation period as well as project payback  because  required financial models that show
investments and expected returns over time are not preperly franchising is considered
high risk involving. high and

investment in trademarks beyond the shores is consideredassaey.
Costs of training and providing support personnel and figasilfor the franchisees beyond the national

shores are considered unnecessary as initial master franchise fees
There is also paucity in ability at determining e to site or accepi
as for assessing and determining best return on investimiceni

entrepreneurs are challenged in the choice of the rightliisees. Where decisions are taken, they are

poorly done, expectations are nci

Nigeria entrepreneurs in franchisee relationships as fremshiare re-active rather than pro-active
hence decisions on master franchise to company per coumégt, flanchising as franchising

for more up-front for more control and more profit long term basis; area or province
franchising to larger ‘countries’ or a combination of theactures are based on re-actions to the
trends of competition. firms are disadvantaged given the growth of franchise sacastralia,

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

Based on this discussion, Nigeria as a nation/economy affidmits is not yet mature for franchise
relationships as franchisor.

Nigeria can only benefit from the growth and developmeritanchise relationship as franchisor nation given
the appreciation of the challenges in product developmettt lwvas for concept development and product
positioning and appreciating anc current franchise

This work recommends as follows for efficiency in balanghyunfavourable position of Nigeria in franchisee,
franchisor relationships:

Nigeria firms interested in franchise relationships asdhisors must develop a crop of top managers
who are international marketing rather than export margetriented, who must show serious
inclination to strategic business growth based on vertiwdlherizontal market and product expansion
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and diversification and are committed to efficiency in thepleyment of corporate material and
personnel resources for global market expansion.

= Nigeria entrepreneurs must be management pro-active rattemtive, thus activities must be plans
motivated, and investments must be based on good qualitaftref investment gestation and return
on investment periods.

= Operations must be based on timely, accurate vital
issues documentations especially in respect to theHisor master franchisees relationships.
= Efforts at acquiring trademarks as starting point of achgdontrol over in other countries

must be made before decisions on choice of franchisees.
* Investments in the provision of strong training and suppaitifies and personnel must be considered
important, as well as on quality recording and reporiingrocedures of activities with the franchisees.
= Decisions on franchisin must be based on careful selection of the right countries and
right franchisees based on the understanding of the legabement of the franchisees’ nations for the
the benefits of franchise and the balancing of the iafz& against Nigeria in
franchise relationships.
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