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The Effects of Goal Incongruity between Franchisor and Franchisee on Regulatory

Focus, Performance, and Opportunism of Franchisee
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Abstract

Purpose — The ultimate goal of a franchise system comes
from its win-win strategy. Agency theory uses goal incongruity to
examine complex contracting problems between buyers and
suppliers. Goal incongruity within a contractual relationship can
be defined as the agent's desire not to cooperate. It is the de-
gree to which the contractual terms do not satisfy the agent's
goals. The greater the goal incongruity between the agent and
the contract, the more likely it is that the agent will meet the
terms of the contract. Thus, goal incongruity between buyers
and suppliers has close relationships with both behavioral and
financial performance. This study tries to examine these relation-
ships in the franchise context using a model including related
variables, such as regulatory foci, financial performance, and op-
portunism, to explain the reasons that not all franchisees per-
form their best. In particular, the study examines the effects of
goal incongruity on regulatory focus, and the effects of regu-
latory focus on performance and opportunism. In short, the ob-
jective is to determine goal incongruity’s effect on regulatory fo-
ci, and the effect of regulatory focus on performance and
opportunism.

Research design, data, and methodology — This study used
data collected from the franchisee managers of 104 franchisors
in South Korea. The franchisors include more than 10 franchi-
sees, the majority of whom have been in business for more
than five years. The study also surveyed 104 franchisees,
matched with their franchisors for the sake of a dyadic
approach. The study used regression analysis to test the
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hypotheses.

Results — H1 and H2 predicted that goal incongruity would
decrease promotion focus and increase prevention focus.
Supporting H1, the result indicates goal incongruity had a pos-
itive effect on promotion focus. However, H2 was not supported.
Goal incongruity had no significant effect on prevention focus (B
= -375, t = 4331 and B = -.145, t = -1.950, respectively). H3
and H4 predicted that promotion focus would increase financial
performance and decrease opportunism. Supporting these hy-
potheses, the results indicate that promotion focus had a pos-
itive effect on financial performance and a negative effect on
opportunism (p = .771, t = 7.899 and p = -.765, t = -6.778, re-
spectively). H5 and H6 predicted that prevention focus would
decrease financial performance and increase opportunism.
However, the results do not support these hypotheses. The re-
sults indicate that prevention focus had no effects on opportun-
ism or financial performance (B = -.130, t = -1.070 and B =
.090, t = .641, respectively). Overall, the evidence generally
supported the hypotheses.

Conclusion — Goal incongruity between a franchisor and a
franchisee increases the franchisee’s financial performance and
opportunism, and the relationship is mediated by promotion
focus. Interestingly, however, prevention focus has no mediating
effect between goal incongruity and performance. Even though
no significant relation exists between goal incongruity and pre-
vention focus, the results have two implications. First, decreas-
ing goal incongruity can improve financial performance and sup-
press franchisee opportunism. Second, the relationship between
goal incongruity and performance affects promotion-focused
franchisees.

Keywords: Regulatory Fucus, Franchise, Goal Incongruity,
Performance, Opportunism.
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<Table 1> Respondents Characteristics(n=104)

Frequency % Sum
dining 77 74.0
Franchise Type retail 13 12.5 104
P ° | (100.0%)
service 14 13.5
under 5 25 24.0
;ifs';‘lg 5-9 43 414 | 104
0,
(Years) 10-14 20 19.2 | (100.0%)
over 15 16 15.4
under 20 23 221
20-49 22 211
Annual Sales 50-99 14 135 | 104
(100 Million (100.0%)
Won) 100-999 24 23.0 U7
over 1,000 12 11.5
missing 9 0.08
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under 10 28 26.9
10-19 18 17.3
Number of 104
Employees 20-49 20 19.2 (100.0%)
over 50 29 27.8
missing 9 0.08

44, TGl NRIY U B 23
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(average variance extracted; AVE)S AAISIRS [ff, SHEAME|E
7t 708 A3etn, YREMFEZ0| 502 43|5H=X|(Bagozzi
& Yi, 1988) HESH= MY E &l O|FO{ACE O] IO et
xHo| "BEYMS o8 AUS LHUCY V) T2 oy
O “MYF=TIO| JO{NM O MBSICE 174 &50| H=o| ME|M
b Bt S XMofistn A/[T| WEO ®MAHZ RUCH

<Table 2> Reliability and Convergent Validity

Number of
Variables Iltems Loadings| t value | CR | AVE | o
(Deleted Items)
Goal 4(0) 74-94 B2 005 | 750 | 034
Incongruity 4
Promotion 4(1) 70-95 (291128) 908 | 714 | 911
Focus 4
Prevention 4(1) 50-.87 |2.19-0.96| .692 | .450 | .683
Focus
Financial 12.70-13.
Pertoo 4(0) 94-99 | 07| 1981 927 | 980
Opportunism 5(0) .86-.96 10'315-13' .961 | .830 | .960

oHH, THEEE
A2l 20| Br =z I

QAL <Table 3>0f LIEHLE Bt 20| 2E A7t o
FEUS ME&T ECh AA UEILEM EPEEREE0] AE A
THCHSHRICE

[

<Table 3> Correlations and Discriminant Validity

Goal Promotion| Prevention | Financial Ooportunism
Incongruity | Focus Focus |Performance Ppo

Goal | gogr

Inconqrgltv

Promotion -341 844*

Focus

Prevention| 445 613 670"

Focus

Financial "

Perf nce -.169 243 .258 .962

Opportunism .040 -.105 -.057 -.102 911*

* Square root of AVE

5 7td4

ol

= gel 7td A8E el =FHEME ZAIBKRICE 2420
CH2 2Ol MAISHUC,.

rir

<Table 4> Regression Analysis Results

Hypothesis Path Coefficient |t-value | p-value result
Goal
HA1 Incongruity->Prom -.375 -4.331| .000 | supported
otion Focus(-)
Goal not
H2 Incongruity->Preve -.145 -1.950 | .054
. supproted
ntion Focus(+)
Promotion
H3 Focus->Financial 771 7.899 | .000 | supported
Performance(+)
Promotion
H4 Focus->Opportunis| -.765 -6.778 | .000 | supported
m(-)
Prevention not
H5 Focus->Financial -.130 -1.070| .287 suported
Performance(-) PP
Prevention not
H6 Focus->Opportunis .090 .641 523
m(+) supported

BOf| LIEF BQP Z0] 27 7tE2 XX|Z|AX|T L7
KIR|=IX| uACE 7HEEE 20E HTHEDH Ch3nt Zoh HA
HAO|= 2Rt JHYH AO|of SR XG0 BETF
o F=EHE AtAZ Aolets 7HE 12 B, SE=ZX|E0|
o FolHel SgS DIMCHAST=375, =4.331). [2tA
7td 12 RIX|Z|ACE =W, ZHX0|= 22 7HYH Atolof] =
BEEUXNYO| He+E 7tYFe ogxEes d=ZE Aol2ts
7td 28 B, SE=YX[E0| og=dol| 7o(X2l Ig= 0K
A GARUACHAF=145, =-1.950), ETF OfL|2} girf Feel He=z
LIEFGCE 2t 7+ 2= X[R|=IX] @Rtk 7Hd 29| Z20tE 8
2|5t0] SiMotEH FEE LRG0l e WP ge=FHS °
Z A0, SR=LXY0| H2 Mol= Rolst Iegs

2
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g= 7hd 32 28, dexd2 g 7elHel s DMLt
(AF=771, =7.899). M2t 7Hd 32 XIX|Z|ACE AW, ZIHKO|
= 71yl E=Fo| 72FoH WSS of=tAZE AO2k= 7t
2 45 28, FE=F2 V|=FoH d30 M2l Sg= 0|
MCH(Al=-765, =6.778). WetM 7t 4= X|X|=QACE CHAR,
IZALO|= 7ty ™el ofg=H0| 41t of=iZ Aol2t= 7t
SE EE, ofg=®2 dnto RolXQ IS OIXX| RERUACHA
F=-130, =-1.070). 2fM 7+d 5= X[X[E[X| RERACE ORX[Ste =
ZURO|= JHYFHO| ofg=Fo| J|=|Foy S BRAE A
olgt= 7td 62 2, OXH2 7|=Fo/H AS0 FolXQl
Ge OIKIX| ERUACHA =090 t=641). W2tM 7+ 62 X[X|g
A @RACE HIE oM FYS OXX[= ZHXIT AFHO| 7|y
UE dgoz LERRD), M2t oo] s Zufetl sid o %
o

6.1. 2ol Q9% U XIX|EIX| $ THESO ot x2

olgel 7t2dd dut & 6712 7td & 3742] 7+E0| X[X|&]
QICh. Qo) HEH, ZAMX0|= ZL2f 7HWH AO|o SE=2X|
g0| 7tYHe| SYXHE2 ARAIZ|L ogx=Hol= S OlX|

of
A Ao, 7tyHe| gy d2 dtE L=ATR T, og=d
oF

2 gato| SekS OIX|K| @UACE 2|0 IHYFHO| SY=H2 7|
= 3 oh oE=E2 Yl=Foy WS &

- LR THES2 A0 ofleR
H Oz XXZRXT L7 7+ES2 DA @UALE 1 O|7E
FHH 2T Ch3a 20 X ZAo|= 2Fet JHYH ALo|Qf
SHEYX[E0| 7HYH| ofg=gE Z Aol2t= 7+E 27t
XXX @RI, 28] ApA7|= A= LIEHEDE Ofote O]
A2 THXRO|= 2RIt Aol BAt ZHYHS S DTHB7t SEAM
LIEtEE @F2t FHECh £, d2X(0f 7ty HeE 0 HSHo
M 7P e X2 AI8ots a0 ofztel *F77t dojktE &
QUCh Jd2[1 oF=Ho| gk, = v ®2 7tyE2 olo| o
=2 7 Us SES MY 5 8ioh HE2z ofg=go| 7t

= =
A2 Ofot= 2RIt 23| £Fo17| ojg7| hEe Ae=
2 |4 @52 vl =2 LojL| M=
| & & AL HIE 2 7HE0] A=
=0 FAIEH 20| FoloHX| = UK 7HEMQL Z2 eko)
ALY

6.2. AAMH

= 7= 278 AAES 7R QAT ZX0[= =2Het Tt
Y Moo ‘SSFEC FRYS E0FL Ut FHELRY
ol Z7|g|Foly dEs E2i=2tts Zite 7|E A7FoM ojo) =
QIEH} QAT ZEXIO|=2| HHLFL! win-wing Zt¥o=z H
gob7| fishME S FEE 7HK AO{OF oity. =E7F A <f
Mot oiwdgs ZHESh| MEo 7IgS dE I AM ME
sfop & oot Art 2RE ORIXIZ, 7HYEE 28E I 7|
as UFAZIE Ao 7HEFE W = Aol ofLah B
EE AU 7 THsHor & Eart UCk 7|E Ao EE

aal

ro Ty
oY B

EIAE SEESLXE0| 7|gFoH dS0 7HX1 U= A

x|
zitet S32 FE7L Gt ZHX| e PNl 2aE o o
A LEAZD A0 2ofZt QACE ZEXPo|= 7HHo| F=s| o™
ZERFO| &3 A=Lof| mEkM 2dapgo] 2857 20|t
mep ZX0|= 22oh 7HYHAO|Y SHE XG0 AUCHH
== OE =SS 08010 SS=H0l| XHU= 7tY=S At
SAAM SEEHE CHA RFES SICHE 2ot F2 g0t7F Lt
Etg Aot

)l

o
[

_

6.3. AT0| shA U = APy

0%

2 A7 o2 Jhx| @70l BAS XD ULk WakA 2 o
7ol AWE siAEol 0N CIZ BASS YRl £1 ECt Y
Zgh ojMg B Tavk UCk AW, B ARAME mAK0|E 2
27h A M2X| ANE PO BMOYC, SEEYXYTL

712170/ dS Ol2ts HdS2 20t ZE5tA osiMotr| 2lshM
= =72t 7tygel & 98 25 AddlE 2RIt ULk g o
TOIA 2ttt ZIE Y| PPiME 272 YFa tYHEel ¢
g ZF 2y 4de ZE(dyadic)s HEY TRt A2,
IZURO|= A Mot DiRds § Soltts 27t AUS AO|Ch
=N, = d7= ZEXH FE=7E GHske 8N S 1074
5885 T 4N 252 ML, O|= Q3 & JHK| =ExH
Of CHEH 5°80| 2HHSHA| §US 7tsdat A A4 ULk
ARy, = A7 ZEXO|= 2RO £, JMYHe £Y, £ 74
7t BASE S bt S8H7 SHEIX| HRUACE ZAMKO|

=g FlE|ne| Wa SYs| LheAl 2T MY, M|, e,
So| WaSe S 2Ot Hme AT AA7}L Wasc
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