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ABSTRACT
At dawn of the ages consumers and marketing in the wake of high level economic development, price wars, commodity services,
store image and overwhelming activities will directly tell consumers’  desire to buy. The conventional isolated fighting does no
longer live up to economic effectiveness. Chained franchise has become the most stylish management mode. Through packaged
purchase, multiple point marketing and collective advertising and sales promotion, business operators could bring down cost, erode
risks and boost competitive edge. In chained franchises, the rights and obligations of franchisees and franchisers are issues falling
within Fair Trade Law. Where the full disclosure policy was not yet enforced in full, very often franchisees become the poor victims.
Unscrupulous franchisers try to charge additional franchise fees. All these represent the key issues those chain franchise firms must
face up. The present study, therefore, would look into definition of chain franchise, development process, experiences and trends of
franchise in foreign countries for verification to attain the following objectives: 1. Look into the origin and development process in
managerial systems in the chained franchises in Taiwan through theories of chained franchise in foreign countries. 2. Conduct
in-depth interview of franchise headquarters to compare the causes leading to different franchise types and the spread among them.
3. Probe into the similarities and differences of franchise systems of different lines. 4. Reorganize literature and conduct interview to
offer one set of indigenous chained franchise to choose the franchise style and profit allocation. 5. Offer proposals to solve the defects
and difficulties already confronting the existent franchises in Taiwan. 6. Analyze the future trends of chained franchise. The study
adopts probing method by interviewing individually the eighteen franchise headquarters in six trade categories out of the top three
franchise headquarters officially registered with “ Taiwan Chain & Franchise Society” with open information. The study yielded
the following findings including notably the following: I. Choice by the headquarters about the franchise styles: Choice of voluntary
franchise: They choose voluntary franchise in an attempt to own autonomy, joining the franchise by their initiative. As the
headquarters are less dominant, they very often fail to reach uniform quality and image. It is, therefore, more advisable to back such
choice with concession franchise technology and, in turn, team up with development of the so-called concession voluntary franchise.
Choice of concession franchise: Concession franchise is chosen because of lack in the headquarters in human resources, capitals and
stores. The franchisees are, nevertheless, not dominating in sales revenues, procurement powers and selling prices. As a result, they
pay and take full responsibility for performance but could not become a boss. Therefore, the right to procure for certain areas must
be liberalized, or the franchisees must be backed and encouraged with incentives before they can break through the real bottleneck.
I1. Rationality of profit allocation in both sides: In the voluntary franchise, the profits are 100% given to the franchisees while the
franchise headquarters charge only fixed amount or extremely low amount of service fees. This provides unattractive incentives to
the headquarters in subsequent support and R&D., unable to encourage franchise headquarters to continually invest added
resources and endeavor to ensure perpetuity of the chains. Franchisees are, therefore, supposed to show feedback by paying
reasonable use fee to enable the headquarters to get added momentum to develop competitive edge. The concession franchise shall
be in the payment at fixed amount as the sound incentives to both sides to effectively encourage both sides into adequate efforts.
Currently in Taiwan, some convenience stores and laundries are advised to adjust royalty ratio in line with the mounting number of
franchisees. Only such will become the best contractual design. I11. Adversities currently challenging chain franchisees: (1) Unsound
laws: Applicability of various environmental protection related laws, Labor Standards Law and Pension Law. (2) High headquarters
turnover: This can be solved through career projecting in line with adequate bonus sharing awarding and promotion systems. 1V.
Trends of future development in chained franchises: With rapid transmission of information and consumption type, future franchises
will be gradually transformed into competition among chain systems themselves. How shall stand out among competitors? This calls
for efforts of the franchise headquarters: (1) “ Innovation” and“ uniqueness” : Mentzet (1993) offered the concept of innovation
as the very core of chained management. How to bring up added values by means of innovation is the very key to success. When the
organization becomes unique, they would try to maximize performance, using the method not adopted by others to launch business
which proves impossible from others. The organization will attain remarkable performance because it commits itself to consumers
with different values. (2) Strategic alliance with same or varied trades: The compound management is mainly intended to seek
different customers and to supply appropriate commaodities and to enable the same customer levels to satisfy comprehensive
demands. This is a means that chain stores must take toward higher efficiency and diversification. (3) Internationalization and
Mainland China market development: The huge added chances in retail which is to be liberalized in Mainland China after WTO



admission has held the limelight of the world markets. Sharing the same culture and language as remarkable advantages, we get
firmer footholds. Besides, all those Chinese communities throughout Asia will be the optimal markets those chain franchise firms can
develop. V. Enactment of Chain Franchise Law will help improve long-term development of the local franchise headquarters:
Currently there are only two franchise headquarters listed or OTC, i.e., 7-11 and Family, both being international chains
transplanted into Taiwan, enjoying significant and sound growth because of sound constitution and secure financial standing. In the
United States, the Federal Trade Code (FTC) was enforced in 1979, requiring that all chain franchise headquarters issue nationwide
prospectuses. FTC has successfully regulated chains from going astray, unsound development and, most significantly, safequarded
lawful chains. It is, therefore, necessary that such law be enacted to help local franchise headquarters strengthen their constitution to
go international and greater in scale.

Keywords : China franchise ; innovation ; strategic alliance ; profit co-sharing systems ; property rights
Table of Contents

gooobgrigobgo--P1120000--P4130000--P4140000--P615000O0O--P7O0O00O0DO0OODO 210

gooobogo--P8211000000000--P82120000000000-P132130 000000000 --P132.1.40
gboooboobo--P13220000000-P142210000000000--P162220000000000-P172.2.3
ooooboobo--P202300000000--P2124000000000000--P222500000000000--P35
260 00000000DO--P372700000000D00O0O0O--P38280 00 000O0O0ODO0OOO0ODOOODOO--P3OO
O000bO00b0ob0bOobOo0obD 3100bobobuoboo--P44320000000000O000DO--P46330 0000
Oo0o00obOo0ob--P48340 00 00000O0O0O0ODOO--PSO3S0000O00O00O0ODOO0OO--P2360000000O00
Oo0o0b0D--P400000000O 410000--P57420000--P58430000--PS8O00ODOOOO0OOODODOOO

0000 s510000007-ELEVENODDDODODOOO--PE35.2000000000DO00O0O0ODODO--P7353000000

oooobogoo--Pr754000000000D00O02100--P8255000000000000000O0O--P875.60000
obooobobooobog--pPoos57000000O00O0DO--POSS80000--P800O0OOOODOO 6.10000--P106

620 000--P112630000--P116640 0 0000--P11600O0O0O DOOOODO--P1I7O0D00O0O00O--P12000 OO
obooopbooboooooboo-Pl240000000000D0OOOO0--P1I27000D0OO00OODOODOOOOO--P128
ooooooobo--P129

REFERENCES

o00o0O0 1200000000000 000DOO00DOO00OO0DOOCUID 0 2000000000 0DOOODOONO998.12
gs3fjooooooooooooooooooobobo0oooooooobboooboOo0oUoDObOOoosIDU 400000 DOOOODO
ooooooooooooboobooooooooDbbo0ooooRBoosSOb0bbO0oooOOo0ooDbO0ODOO0OOO0DOU2000.96.
gbobooooobobobobobooobooboboboboboset 700000D0O0D:200200000000000A0

golpgz20g s.gooooobooboobobobobooobooboobobobooobobsgsgboboobooooooobogon
gboooooossbos3nb 1o.0booooooboobooboboobooobosedetd 11.b00o0ooooobooboboobooon
gboobooooooobobobobosuebd12000b00b0bo0oooooooobOobOobOoeoct1200 13.0000

O7-ELEVENODOOOODOOD---0000000000000008400 140000000000000O00O0C0OOOOOOOO
gero0 1.00000000000000000O0O0O0O0O0O0DOO0DOODbOOOOOODbOs D200 16.0000000000ODO
gbooooooooobogoossh 1ir0gooobooseobgoeios3gnb is.00ooogooooobobooo---oboboboo
gboobooooobooboboboobo obooooombow7ob v0ob0obobooboobooboobobobosro4gn 20.
gboooooooboobobobobobooogoec7b 220000000 UODODODODOLODODOODODODODOOOOO
gbooboooogosgb 200000t ---0c0b00b0ob0boboboboooboobos20d 23.000ooooooooo
gooooooooobooboboboooooooDooboobmob 0 4000 0bobobooboooobDobDobDoboboo
g.opbooooossbliog 2s.000ogoobooboobooooobooboboboboboobooboobobobobon boesed
Oz20000000000000000000000O0OO00O0O0ODODDOOODOOOOOOOODODOSR2OD27.00D0O0OOO
gooboooooooooobooobooooobbOoooooeoteb0 2800 000DODOODOOOOODOOODOOOODO
oOoseUd 2900000000 DOODOODDODOODODOOO0--O0DOODOOUODOUODOOOUODOOODOODOOODLDOO
oooposodb ¢.000oboboootz200 s1booobooooobooooboooooboOoen120d 20000
ooooooooooooobooobo--Dbo0o0obObO0OobbOOooooObOOoobDbO bDbO0ooOoOOoOooseU BOOOUODO
ooooooooooooobboooboooobooooboooooOoboooDbOo OO0 4 Dpbooooobooooboboooo
gboobooooo-oooobooboobooboboboboboobooooboobssba . obooboobobobooooo-obo0oon



o0 3. 0bobobooooboobooboboboboooooboooobobobobossoebg 37.ooooooooon
gboobooooobobobobooooboobos2bedl 3s.00000000O0ODbO0ODbOOOOOOOoOOobOOobOO0bOOoOoOn
0886l 0D ODODO 1.ALAN HUGESO "FRANCHISE TO GO"O NEW YORKUO APR.200200 2.ALLAN AFUAH,"INNOVATION
MANAGEMENT",19980 3.BRICKLEY, JAMES A.,AND DARK, FREDERICK H.,"THE CHOICE OF ORGANIZATIONAL FORM:
THE CASE OF FRANCHISING", JOURNAL OF FINANCIAL ECONOMICS, VOL.18,1987,PP.401-42000 4.CARNEY M.&
GEDAJLOVIC E.00 "VERTICAL INTEGRATION IN FRANCHISE SYSTEM:AGENCY THEORY AND RESOURCE
EXPLANATIONS",JOURNAL OF STRATEGIC MANAGEMENT,VOL.12,19910 5.CARMAN, JAMES M. & P. KENNETH,"VHL.
PHILLIS AND DUNCANIS MARRKETING: PRINCIPLES AND METHODS",7TH ED.,RICHARD D.IRWIN INC.,19730 6.CHARLES
W. L. HILL & GARETH R. JONES,"STRATEGIC MANAGEMENT THEORY",5TH ED.,20010 7.CUMMING, T.[J 1984

O ,"TRANSORGANIZATIONAL DEVELOPMENT", RESEARCH IN ORGANUZATIONAL BEHAV -IOR0O 8.DAFT, RICHARD
A."ORGANIZATION THEORY AND DESIGN",19990 9.DAVE THOMAS & MICHAEL SEID,"FRANCHISING FOR DUMMIES",2000
0 10.ERWIN J. KEUP.:OO 20000 ,"FRANCHISE BIBLE:HOW TO BUY A FRANCHISE OR FRANCHISE YOUR OWN BUSINESS",4TH
ED. THE OASIS PRESSU 11.EL-ANSARY,ADEL I. AND STERN,LOUIS W.,"POWER MEASUREMENT IN THE DISTRIBUTION
CHANNEL", JOURNAL OF MARKETING RESEARCH,VOL.470 FEBRUARY 19720 0 12.ETGAR, MICHAEL,SELECTION OF AN
EFFECTIVE CHANNEL CONTROL MIX,JOURNAL OF MARKETING,VOL .42,JULY 1978,P.5400 13.FRAZIER, GRAY[ 1983A

U ,"INTERORGANIZATIONAL EXCHANGE BEHAVIOR IN MARKETING CHANNELS:A BROADENED
PERSPECTIVE",JOURNAL OF MARKETING, VOL.47,FALL,PP.68-7800 14.FRAZIER, GARY L., JAMES D. GILL & SUDHIR H. KALE
0J 198901 ,"DEALER DEPENDENCY LEVELS AND RECIPROCAL ACTIONS IN A CHANNEL OF DISTRIBUTION IN DEVELOPING
COUNTRY",JOURNAL OF MARKETING,VOL.53,JANUARY PP.50-7000 15.ILAN ALONLC "THE USE OF FRANCHISING BY
U.S.-BASED RETAILERS" JAURNAL OF SMALL BUSINESS MANAGEMENTO MIL WAULKEED ARP.20010 16.JOHN F.
LOVE,"MCDONALD'S BEHIND THE ARCHES",19950 17.GEYSKENS, INGE JAN-BENEDICT E.M. STEENKAMP, LISA K.
SCHEER, & NIRMALYA KUMARUO 199601 , "THE EFFECTS OF TRUST AND INTERDEPENDENCE ON RELATIONSHIP
COMMITMENT: A TRANS-ATLANTIC STUDY", INTERN. J. OF RESEARCH IN MARKETING,VOL.130 18.HUNT, SHELLY D.
AND JOHN R.NEVIN,"POWER IN A CHANNEL OF DISTRIBUTION:SOURCES AND CONSE -QUENCES",JOERNAL OF
MARKETING RESEARCH,VOL.XI10O MAY 19740 ,P.1870 19.JUSTICE R. & JUDD R.,FRANCHISING,SOUTH-WESTERN
PUBLISHING CO.,19890 20.MARTIN, ROBERT E., "FRANCHISING AND RISK MANAGEMENT", AMERICAN ECONOMICS
REVIEW",VOL.78 ,NO.5,1988,PP.3-1200 21. MCCAMMON, BERY C.JR.0 19700 ,"PERSPECTIVES FOR DISTRIBUTION
PROGRAMMING",IN LOUIS P. MUCKLIN EDS, VERTICAL MARKETING SYSTEM,P.430 22.MERLE CRAWFORD & C.
ANTHONY DI BENEDETTO,"NEW PRODUCTS MANAGEMENT",6 TH ED.,20000 23.MINKLER, ALANSON P," AN EMPIRICAL
ANALYSIS OF A FIRM'S DECISION OF FRANCHISE",ECONOMICS LETTER, VOL.34,1990,PP.78-8200 24.MOHR,JAKKI & JOHN
R.NEVINO 19900 ,"COMMUNICATION STRATEGIES IN MARKETING CHANNELS:A THEORETICAL PERSPECTIVE",JOURNAL
OF MARKETING,OCTOBER,PP.36-4100 25.MOHR, JAKKI & ROBERT SPEKMANDO 199401 ,"CHARACTERISTICS OF
PARTNERSHIP SUCCESS:PARTNER -SHIP ATTRIBUTES, COMMUNICATION BEHAVIOR,AND CONFLICT RESOLUTION",
STRATEGIC MANAGEMENT JOURNALO 26.MOHR, JAKKIJ.O ROBERT J. FISHER, & JOHN R. NEVIND 1996

U ,"COLLABORATIVE COMMUNICATION IN INTERFIRM RELATIONSHIPS:MODDERATING EFFECTS OF INTEGRATION
AND CONTROL",JOURNAL OF MARKETING, VOL.60, JULY, PP.103-11500 27.MOORMAN, CHRISTINE, GERALD ZALTMAN, &
ROHIT DESHPANDED 199201 ,"RELATIONSHIPS BETWEEN PRIVIDERS AND USERS OF MARKET RASEADCH:THE
DYNAMICS OF TRUST WITHIN AND BETWEEN ORGANIZATIONS", JOURNAL OF MARKETING RESEARCH, VOL.29,AUGUST
0 28.NORTON, S.W.,"FRANCHISING, BRAND NAME CAPITAL AND THE ENTREPRENEURIAL CAPACITY PROBLEM"
,STRATEGIC MANAGEMENT JOURSAL, VOL.9,1988,PP.105-114[0 29.O0UCHI,WILLIAM G.[O0 19790 ,"A CONCEPTUAL
FRAMEWORK FOR THE DESIGN OF ORGANIZATION CONTROL MECHANISMS",MANAGEMENT SCIENCED
30.0XENFELDT, A.R., AND KELLY, A.O., "WILL SUCCESSFUL FRANCHISE SYSTEMS ULTIMATELY BECOME
WHOLLY-OWNED CHAINS?", JOURNAL OF RETAILING, VOL.44,1969,PP.69-830 31.PHILLIPS,LYNN W.,"ASSESSING
MEASUREMENT ERROR IN KEY INFORMATION REPORTS:A METHODOLOG -ICAL NOTE ON ORGANIZATIONAL
ANALYSIS IN MARKETING", JOURNAL OF MARKETING RESEARCH,VOL. 1800 NOVEMBER 198101 I 32.PHILLIPS KOTLER,
MARKETING MANAGEMENT ANALYSIS, PLANNING, IMPLEMENTATION & CONTROL, 6TH ED.,19880] 33.RUBIN, P.H.,"THE
THEORY OF THE FIRM AND THE STRUCTURE OF THE FRANCHISE CONTRACT", JOURNAL OF LAW AND ECONOMIC,
VOL.21,1978,PP.223-23400 34.RUEKERT, ROBERT W. & GILBERT A. CHURCHILL, JR.,"RELIABILITY AND VALIDITY OF
ALTERNATIVE MEASURES OF CHANNEL MEMBER SATISFACTION",JOURSAL OF MARKETING, VOL.22600 MAY 19840
35.SCHUL, PATRICK L., WILLIAM M., AND LITTLE, TAYLOR L.,"THE IMPACT OF CHANNEL LEADERSHIP BEHAVIOR ON
INTRACHANNEL CONFLICT", JOURNAL OF MARKETING, VOL.130 SUMMER 19850 O



