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Travel agency industry is one of the most important and relevant activities of franchise in many
countries. One key aspect necessary for the suitable development of the franchise system in any
country is the expansion of the franchisors. For this challenge to be a success, the franchisors must
select the franchisees correctly. In this work the characteristics of potential franchisees preferred by
franchisors are analyzed. A study was made in one of the most dynamic and important industries of
the franchise system, that of travel agencies, and it used a combination of the methodologies of con-
joint analysis and principal component analysis. The results show the profile preferred by the franchi-
sors and give a ranking of the most important characteristics that the franchisors look for in travel

agency franchisees.
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Introduction

The importance of tourism in the economy of
countries has long been recognized and studied in
the previous years and literature. It is generally
agreed that the tourism market makes a significant
contribution to the economic development of a
large number of countries (Kandampully, 1995,
2000; World Tourism Organization [WTO], 1998).
This field has experienced rapid changes in re-
search focus and methodological sophistication
(Xiao & Smith, 2006).

The travel agency industry is closely related to
tourism. Travel agencies have an increasing role in
specific areas of the traditional travel agent busi-
ness, such as travel consultancy and troubleshoot-
ing (Dolnicar & Laesser, 2007). In the same sense,
travel agency industry is one of the most important
and relevant activities of franchising in many coun-
tries.

Franchising has experienced considerable growth
in countries throughout the world. This is evidenced
by the numerous franchising fairs that are held ev-
ery year; the publication of specialized books and
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magazines; the publication of scientific works in
this sphere; the huge number of consultants advis-
ing on this commercial system; the configuration of
Internet portals on franchising, as well as the pub-
licity carried out by the franchisor brands (Ramirez,
2007).

The travel agency industry includes a significant
part of the franchising system in many countries.
Thus, in Spain, according to data from Mundofran-
quicia Consulting (2008), in 2007 there were 39
brands in the travel agency industry, which repre-
sented 3.4% of the total number of brands, occupy-
ing ninth position by brand ranking and experienc-
ing a growth of 34.5% with respect to the previous
year. Regarding the number of franchised estab-
lishments, in 2007 there were 5,684 establishments
in the travel agency industry in Spain, which repre-
sented 8.2% of the total franchised establishments,
which experienced a growth of 16.0% with respect
to the previous year. With these data, the average
brand size of the travel agency industry is 145.7.
The average turnover of each brand of the travel
agency industry is 36,543,867 Euros, one of the
highest among all sectors. In addition, the average
number of employees per establishment in the trav-
el agency industry is 3.19 workers. This means
travel agency industry is fragmented and generates
a significant level of employment. All these figures
show that the travel agency industry is one of the
most important and dynamic within the franchising
system in Spain.

However, in spite of the important role travel
agencies play within tourism and their difficult sit-
uation to face the future, there is a lack of research
on travel agencies (Moreno & Aguiar, 2006).

One key aspect necessary for the suitable devel-
opment of the franchise system in any country is
the expansion of the franchisors. For this challenge
to be successful the franchisors must select the
franchisees correctly. This correct selection must
not be based solely on experience, intuition, or
chance, but must be aided by robust studies. A poor
franchisee selection will lead to the failure at the
point of sale, with the corresponding damages and
deterioration of the brand image of the franchisor
as a consequence.

This study tries to contribute to the improvement
of the franchisee selection process, focusing on the
travel agency industry. It does this by identifying

the franchisee profile preferred by the franchisors
that operate in the travel agency industry. The fran-
chisee profile has to bring together a series of per-
sonal and entrepreneurial characteristics that, to a
great extent, will mark the success or failure of the
activity of the franchisee and, consequently, the
success or failure of the chain (Ramirez, 2007).
Among these characteristics the following can be
emphasized: entrepreneurial capacity, professional
experience motivation, financial situation, person-
ality, extroversion, communication ability, desire
for success, etc. (Cho, 2004; Clarkin & Swavely,
2006; Edens, Self, & Grider, 1976; Forward & Fu-
lop, 1993; Jambulingam & Nevin, 1999; Kahn,
1994; Tatham, Douglas, & Bush, 1972; Tormo &
Associates, 2004). Although establishing a ge-
neric franchisee profile is difficult due to the
diversity of franchising chains, it is possible to
obtain common basic criteria for all franchise sys-
tems.

The methodologies used in this work are con-
joint analysis and principle component analysis. In
order to improve the interpretation of the results of
conjoint analysis they are subjected to principle
component analysis, following the methodology
proposed by Giordano (2002). The study is applied
to a sample of franchisors which operate in the
travel agency industry in Spain.

This article differs substantively from the earlier
study in three aspects. First, it analyzes the charac-
teristics of the franchisee profile using a methodol-
ogy not used within this sector, such as conjoint
analysis. Second, it combines conjoint analysis re-
sults with principal component analysis. Third, in
order to avoid the potential variability that may
arise from the use of data from several industries,
this study only uses data from travel agency in-
dustry.

The structure of the work is as follows. A review
of the existing literature on franchisee profile char-
acteristics is made in the next section. The method-
ology of conjoint analysis and how its results can
be combined with principle component analysis is
described in section 3. The empirical study made
on franchisors in Spain is detailed in section 4. The
obtained results are described in section 5 and, fi-
nally, the results are discussed and the most inter-
esting conclusions are described in the last two sec-
tions.
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Franchisee Profile Characteristics

The longevity and success of franchising may be
due to the fact that, organizationally, it represents a
collaborative alliance (Hoffman & Preble, 2003)
that depends on the cooperation of two entrepre-
neurs (franchisor/franchisee) in order to be suc-
cessful (Shane & Hoy, 1996).

The selection of franchisees is perceived as an
important problem for the franchisors. An appro-
priate selection of franchisees can produce remark-
able results, whereas a poor selection can cause
problems within the franchise system (Justis &
Judd, 1989). These problems are fundamentally de-
rived from the conflicts that can arise between the
franchisor and the franchisee, which cause different
agency costs, as the agency theory describes.

In all probability, the future success of franchi-
sors depends on a systematic screening process
used to ensure careful selection of good prospects
to conduct the business of the franchisor (Olm,
Eddy, & Adaniya, 1988; Poe, 1991). A good fran-
chisee, selection system is a key point in differenti-
ating successful franchisors from the rest (Carroll
& Bassuk, 2002).

Selection of franchisees depends on the early and
mature stages of franchising (Frazer & Winzar,
2005). Many franchisors admit to choosing unsuit-
able franchisees in their early days, sometimes out
of a need to quickly start up the system and at other
times due to incorrect selection criteria.

Jambulingam and Nevin (1999) comments that
an efficient contract between a franchisor and a
franchisee could be established by the use of selec-
tion criteria which would screen prospective fran-
chisees, based on their likely future outcomes
which are desired by their franchisors. The results
of this study show that certain attitudes of the fran-
chisees toward the business can be used by the
franchisors in the selection process, as the results
achieved by the franchisees depend to a great ex-
tent on those attitudes. The franchisees with suit-
able characteristics that are selected can reduce
agency costs for the franchisor as less monitoring
or control costs would exist.

The franchise system of distribution may better
suit the needs of some prospective franchisees than
others (Jambulingam & Nevin, 1999). Some fran-
chisees enter the franchise system and make a great-

er contribution to the success of their brand than
others who, on the contrary, fail in their work.

A franchisor must recruit people who are not
only qualified financially, but who also have abili-
ty, energy, and enthusiasm to form the right rela-
tionships (Clarkin & Swavely, 2006). In this con-
text, many franchisors will select franchisees who
have no previous experience in the industry (Mc-
Cosker & Frazer, 1998; Mendelsohn, 1993), and
some even actively recruit inexperienced franchi-
sees because they feel they will be easier to indoc-
trinate into the system (Frazer, 2001). Cho (2004)
recommends that franchising companies should se-
lect potential franchisees who have appropriate en-
trepreneurial personality traits.

The European Code of Ethics for Franchising
emphasizes the importance of the franchisee selec-
tion, and proposes that a franchisor should select
and accept only those franchisees who, upon rea-
sonable investigation, appear to possess the basic
skills, education, personal qualities, and financial
resources sufficient to carry on the franchised busi-
ness. This demonstrates the importance of looking
for an appropriate franchisee profile.

Bordonaba (2003) studied the reasons why a
franchisor would not renew a contract with some of
the franchisees in Spain. The study found that
12.8% of the franchisors would not renew the con-
tract of some of their franchisees because the fran-
chisee profile was not suitable. This provides an
idea of the importance to the franchisor of defining
and finding a suitable franchisee profile.

A summary of the main works on franchisee pro-
file characteristics which have been analyzed can
be seen in Table 1.

In spite of the studies analyzed, there is appar-
ently little consensus between franchisors about the
ideal franchisee (DeCeglie, 1993). Many franchi-
sors prefer candidates experienced in businesses or
management; however, others do not give much
importance to this aspect. Many franchisors will
select franchisees who have no previous experience
in the industry (McCosker & Frazer, 1998; Men-
delsohn, 1993) and some even actively recruit inex-
perienced franchisees because they feel they will be
easier to indoctrinate into the system (Frazer, 2001).

Similarly, Clarkin and Swavely (2006) comment
that little is known about how franchisors evaluate
the personal characteristics of franchisees. In their
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Table 1
Main Research on the Franchisee Profile
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Authors

Primary Objective

Tatham, Douglas, and Bush (1972)
Edens, Self, and Grider (1976)

Knight (1986)
Withane (1991)

Castrogiovanni, Justis, and Julian (1993)
DeCeglie (1993)
Forward and Fulop (1993)

Kahn (1994)
Hing (1995)
Kaufmann and Stanworth (1995)

Shubart and Bennett (1997)
Falbe and Welsh (1998)

Fenwick and Strombon (1998)
Jambulingam and Nevin (1999)

Berni (2002)

Kasselmann, De Beer, and Vermeulen (2002)
Cho (2004)

Clarkin and Swavely (2006)
Ramirez (2007)

Specify several criteria used in the profile by order of importance.

Determine what biographical, past, and personality characteristics are more
important.

Detect which are the personal characteristics of the franchisees required to
achieve success.

Determine what personal and entrepreneurial characteristics of the franchisees
are necessary for the success of the franchise.

Identify the characteristics of the more qualified franchisees.
Identify the ideal franchisee profile.

Determine what characteristics franchisors consider as more important in
franchisees.

Identify the ideal franchisee profile.
Determine what franchisee characteristics can contribute to their satisfaction.

Determine various characteristics in potential franchisees who are interested in
becoming franchisees.

Determine the average franchisee profile by means of a descriptive study.

Perceptions of the franchisees about the characteristics associated with the
success and failure of franchisees.

Verify if various characteristics in the past of the franchisees are determinants
for the operation of the franchise.

Relate the criteria used in the selection of franchisees to the results desired by
the franchisors.

Determine the basic values that are common to all successful franchisees.

Identify the personality characteristics of successful franchisees in the fast
food industry.

Factors of potential franchisees that contribute to the development of the
franchised hotels market

Measure the importance of six criteria used in the franchisee selection process.

Preferences of the franchisors on the franchisee profile

Source: own elaboration.

opinion, the comparative importance that franchi-
sors assign to various franchisee selection criteria
has thus far not been systematically examined.

Therefore, the study of both the personal and en-
trepreneurial characteristics of the franchisee is of
vital importance for the success of the franchisor-
franchisee relationship and, consequently, for the
development of the franchise system.

Theoretical Framework

Conjoint analysis is a methodology in which a
decision maker has to choose from a number of op-

tions that vary simultaneously from between two or
more attributes (Green, Krieger, & Wind, 2001).
Researchers describe products or services by sets of
attribute values or levels and then measure respon-
dents’ purchase interest (McCullough, 2002). It
presents respondents or judges with several hypo-
thetical products or services, each consisting of a
combination or stimuli of specified features or
characteristics (Myers & Mullet, 2003). Such stim-
uli are therefore described by several attributes.
The conjoint results go beyond attribute impor-
tance and provide quantitative measures of the rela-
tive appeal of specific attribute levels (Wyner, 1992).
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In this article the methodology of Giordano
(2002) is followed. The conjoint analysis model
can be rewritten as the following multivariate re-
gression model Y = XB + E (1), where the depen-
dent variable Y is an N xJ matrix of judgments
expressed as rating on a set of N stimuli, X is the
N x (K — p) full rank design matrix, B is the (K —
p) x J matrix of individual part-worth coefficients,
and E is the N x J matrix of error terms. X is the
matrix of explanatory variables that can be written
as binary indicator vectors associated with the lev-
els of each attribute. A fractional factorial design is
often used in conjoint analysis to represent the
complete design based on a smaller number of
stimuli (Addelman, 1962; Green & Srinivasan,
1978). The matrix X must be accordingly coded and
shaped. It can be considered that matrix X is a por-
tioned matrix consisting of p juxtaposed indicator
matrices X,(h=1,... p) of general element x, €

{0,1},(=1,...,0).

X=X X, - 1X)

The model explains how important each attribute
is in the stated overall preference (Giordano, 2002).
The relative importance of each attribute can be
calculated by the sum of the utility ranges for all
attributes, and multiplying by 100. The individual
part-worth coefficient estimates B = (X'X) — 1X'Y
(2) can be obtained by minimizing the expression
min,||Y — XBI].

In order to improve the interpretation of the con-
joint analysis results, the methodology proposed by
Giordano (2002) called Principal Component Anal-
ysis on a Reference Subspace (PCAR) was used.
This technique allows the multivariate response
variables to be summarized by performing a Princi-
pal Component Analysis. The PCAR geometrical
interpretation allows even more enrichment of the
Conjoint Analysis by joint plots of attribute levels,
judges, and stimuli. Principal Component Analysis
can be applied to the matrix ¥ following the equa-
tion Y'Yuu =tu, (3), withu' u =1and v’ u =0
Yo #o.

According to (1) and (2), it can be written as ¥ =
XB = X(X'X)'XY (4), which leads to Y'Y =Y'X
X'X)'X'XX'X)' XY (5).

The expression (3) can be written as Y'X(X'X)
X'Yu, =k ua (6).

Following the approach proposed by Giordano
(2002), the A are the eigenvalues corresponding to
the nonzero positive values of (6), arranged in non-
increasing order. The eigenvectors u_are the weights
for the J respondents in the aggregated preference
model ¥, = X(X'X) 'X"Yu, = XBu_ (7), where . = 1,
..., (K — p) defines the axes in the geometrical rep-
resentation.

The coordinates of the N stimuli are computed as
the formula (7).

The factorial approach to conjoint analysis by
the Giordano (2002) methodology allows the rela-
tionships between the judges, the attribute levels,
and the stimuli to be represented on a two dimen-
sional space.

The coordinates of the attribute levels are Coor
(X)) = (X'X) "°X"Yu_. In the same sense, the coordi-
nates of the J respondents are Coor(Y) = /4, u,, .

In the next section an application 1s made using
the previous methodology in the travel agency in-
dustry that operates under franchise.

Franchisors’ Preferences in the Travel
Agencies Industry

An application of conjoint analysis has been car-
ried out to identify franchisors’ preference con-
cerning franchisees. The first stage in applying
conjoint analysis is to identify the attributes and
levels that are going to make up the desired profile.
To obtain the attributes, a survey of experts in fran-
chising has been used, by means of a directed non-
random sampling method, in order to value the dif-
ferent characteristics that may shape the franchisee
profile. These experts were selected from among
members of associations of franchising chains, uni-
versity professors researching franchising, manag-
ers of franchising consultants, editors of magazines
from this sector, managers of websites focused on
franchising, and managers of the area of franchis-
ing from financial companies specializing in fran-
chising. In this selection of experts, franchisors were
not considered, to avoid the effect that their own
experience could cause. A questionnaire with a set
of features which can be associated with the fran-
chisee profile was sent to each of these experts. The
experts had to mark the seven characteristics they
considered most desirable for a franchisee candi-
date.! The characteristics sent to the experts were
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obtained from existing studies which analyzed the
franchisee profile.

The sample size of experts was 73. Data collec-
tion was carried out between December 2008 and
January 2009, by means of a questionnaire sent by
e-mail. The total number of questionnaires received
was 39, which represents a response rate of 53.4%.

The 10 attributes most frequently marked were:
managerial capability, capacity for human relations,
entrepreneurship, desire for success, willingness to
work hard, previous experience in any business,
ability to adapt to changes, loyalty to franchisor,
financial level, and perseverance.’

Once the attributes have been identified, the next
step is the establishment of levels. Levels constitute
the real measures in the construction of the attri-
butes. Therefore, levels have been defined by search-
ing for similarity to reality and are shown in Table
2. Conjoint Analysis is a multivariate technique
with fewer theoretical assumptions than other tech-
niques. Nevertheless, the practical assumptions are
higher, as the researcher must specify the design of

Table 2
Identification of Attributes and Establishment of Levels

Attributes Levels

Managerial capability Senior manager
Junior manager

No managerial capability

Capacity for human relations  Extrovert
Introvert
Entrepreneurship Entrepreneur

Non-entrepreneur

Desire for success High desire for success

Low desire for success

Full-time
Part-time
Other people work

Willingness to work hard

Previous experience in any

business Previous experience
No previous experience
Loyalty to franchisor Very loyal
Loyal to some extent
Not loyal

Financial level Above required investment

Only required investment

Perseverance With perseverance

Without perseverance

the model, its estimation, and its interpretation (Hair,
Anderson, Tatham, & Black, 1999).

A total of 18 cards or combinations established
in the orthogonal design were shown to the respon-
dents. Each person interviewed had to score on a
scale of 1 (least favorite) to 7 (most favorite). There-
fore, a metric scale was used, because this is the
one which provides the most reliable results among
the different scale possibilities of the dependent
variable (Ramirez & Rondan, 2004).

The questionnaire was sent by e-mail and post,
between April and June 2009, to the 20 franchisors
that operate in the travel agency industry in Spain.
There were 8 valid answers obtained, representing
a response rate of 40%.° The results obtained
formed part of a wider study carried out with all the
franchisors which operated in Spain.

Results

Statistical Package for the Social Science (SPSS)
Categories module was used in order to apply con-
joint analysis. SPSS offers information on the rela-
tive importance of attributes and partial utility of
levels (Table 3).

It can be seen that the most important attributes
that the franchisee must have, according to the
opinion of the franchisors that operate in the travel
agency industry, are management capacity (22.53%),
the capacity for hard work (16.52%), and loyalty to
the franchisor (16.36%). The least important attri-
butes are: previous experience in any business
(3.89%) and an entrepreneurial character (6.75%).
The importance given to the rest of the attributes is
in between the values indicated above.

Other information that SPSS offers is the partial
utility. The partial utility can be interpreted as the
satisfaction that the respondent group reports for
each one of the levels.

Therefore, the franchisee profile preferred by the
franchisors who operate in the travel agency indus-
try is determined by those levels that present the
higher partial utility within each attribute. As a con-
sequence, the franchisee profile would have to be a
candidate with managerial capabilities at a profes-
sional level, be extrovert, have an entrepreneurial
character, a very accentuated desire for success,
working full-time in the franchisee unit, having had
previous experience in any business which faith-
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Table 3

Relative Importance of Attributes and Partial Utility of the Levels Associated With

the Franchisee Profile

Average
Attributes importance Levels Utility
Managerial capability 22.533 Senior manager 0.719
Junior manager 0.016
No managerial capability —0.734
Capacity for human relations Extrovert 0.195
Introvert —0.195
Entrepreneurship Entrepreneur 0.195
Non-entrepreneur —0.195
Desire for success High desire for success 0.227
Low desire for success —0.227
Willingness to work hard 16.524 Full-time 0.427
Part-time —0.401
Other people work. —0.026
Previous experience in any business Previous experience 0.039
No previous experience —0.039
Loyalty to franchisor 16.359 Very loyal 0.469
Loyal to some extent 0.016
Not loyal —0.484
Financial level Above required investment 0.133
Only required investment —0.133
Perseverance With perseverance 0.258
Without perseverance —0.258

Constant: 3.229. Pearson rho coefficient: 0.973, significance: 0.0000; Kendall tau coefficient:

0.811; significance: 0.0000.

fully follows the requirements of the franchisor.
The franchisee would have a financial level above
the required initial investment and have persever-
ance.

The total utility of any profile or stimulus can be
calculated by adding the higher partial utilities plus
the constant. In the case of the previously described
profile, its total utility will be worth:

p, = 0.719 +0.195 + 0.195 + 0.227 + 0.427+ 0.039
+0.469 + 0.133 + 0.258 + 3.229 = 5.891

In this way the total utility of any profile or stim-
ulus can be calculated, and will always give a value
less than 5.891. This can also be used to analyze and
compare which profiles are preferred by the fran-
chisors who operate in the travel agency industry.

Values close to the Spearman rho and Kendall
tau coefficients indicate that the results obtained
are trustworthy.

The results obtained with the conjoint analysis
are deduced from the opinion of the global set of all
the respondents. However, when the opinions of
the respondents are not homogenous, patterns of
preferences can arise that are different from the
preference obtained for the total of the set. In this
sense, with the objective of improving the interpre-
tation of the results provided by the conjoint analy-
sis, the methodology proposed by Giordano (2002)
was applied to the data that were obtained in the
survey.

Table 4 shows the obtained eigenvalues. The
first eigenvalue gives 96.23% of the total variabili-
ty, whereas the first two eigenvalues give 97.62%.
Therefore, the first two eigenvalues are sufficient
as they express a very high percentage of total vari-
ability.

Table 5 shows the coordinates of the levels in the
two main axes, and the importance of each attribute
in each one of the two main axes.
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Table 4
Eigenvalues and Their Total Contribution
Eigenvalue Percent Cumulated
1845.53 96.23 96.23
26.77 1.40 97.62
15.56 0.81 98.44
14.22 0.74 99.18
7.87 0.41 99.59
5.53 0.29 99.88
2.24 0.12 99.99
0.14 0.01 100.00

On each axis, the relative importance of an attri-
bute can be calculated by dividing the range of co-
ordinates for each attribute by the sum of level co-
ordinate ranges for all attributes. Thus, an attribute

Table 5

will be more important when it has a greater differ-
ence between the highest and the lowest range.

Each factorial axis is a synthesis of the prefer-
ence variables (Giordano, 2002). Each axis describes
the preference of a homogeneous subset of respon-
dents toward the attribute levels. Giordano (2002)
shows that the first factorial axis determines the
maximum agreement system within judges, while
the successive ones establish alternative preference
patterns of judges’ subsets.

The representation of the attribute levels allows
expression of the preferences of the total set of re-
spondents. The preference of the individuals is de-
termined by those levels that are closer to the coor-
dinates of the individuals.

Equally, the individuals who show the same

Coordinates of Levels and Attributes Importance

Attributes/Levels

Important ~ Important
Attribute  Attribute

Managerial capability
Senior manager
Junior manager
No managerial capability

Capacity for human relations
Extrovert
Introvert

Entrepreneurship
Entrepreneur
Non-entrepreneur

Desire for success
High desire for success
Low desire for success

Willingness to work hard
Full-time
Part-time
Other people work

Previous experience in any business
Previous experience
No previous experience

Loyalty to franchisor
Very loyal
Loyal to some extent
Not loyal

Financial level
Above required investment
Only required investment

Perseverance
With perseverance
Without perseverance

Axis 1 Axis 2 Axis 1 Axis 2

8.04% 39.16%

19.01 16.60

0.23 8.01

-19.24 -24.61
3.75% 3.65%

8.93 -1.92

-8.93 1.92
3.53% 8.70%

8.39 4.58

-8.39 —4.58
10.02% 3.95%

23.84 2.08

—23.84 -2.08
5.49% 19.81%

14.82 -3.47

-3.52 —8.69

-11.30 12.16
10.24% 1.10%

24.37 0.58

—24.37 —0.58
13.20% 8.42%

27.50 -1.72

7.81 5.29

—35.31 -3.57
28.30% 2.34%

67.33 -1.23

—67.33 1.23
17.42% 12.87%

41.43 -6.77

—41.43 6.77
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preferences are represented by vectors in the same
direction, in such a way that they may constitute
market segments.

Also, the position of the stimuli in the graph al-
lows the stimulus preferred by the respondents to
be obtained. The nearer they are to both coordi-
nates, the greater the preference.

It is very important to show that when the whole
group of respondents is homogeneous in their pref-
erences, the first factorial axis is very close to the
results of traditional conjoint analysis.

Figure 1 shows the joint representation of the at-
tribute levels, stimuli, and individuals.

The first axis represents the required level of in-
vestment, perseverance, and loyalty to the franchi-
sor in opposed points. According to the distance
which separates the different attribute levels from
this axis, the most important attribute is the financial
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level, followed by that of perseverance, and later by
loyalty to the franchisor. These data corroborate the
importance obtained in Table 5. The explanatory
power of this axis is 96.23%, as is shown in Table 4.

The second axis is clearly expressed for manage-
rial capacity. Nevertheless, this second axis has a
very low explanatory power (1.40%), which is why
it must be interpreted as the existence of some pat-
tern different from the total; that is to say, the exis-
tence of some subgroups of respondents who value
managerial capacity as more important.

Another important aspect is that the graphical
representation of the respondents shows the exis-
tence of two differentiated groups with similar
preferences. A group is formed by judges 1, 4, 8,
and 5, whereas the other group is formed by judges
2, 3, 6, and 7. Therefore, these two groups consti-
tute good market segmentation.

20,004
o
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Figure 1.

Representation of attribute levels, stimuli, and franchisors.
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Finally it is necessary to comment that the first
group above considers 10 the most favorite stimu-
lus, whereas the second group considers 5 the most
favorite stimulus.

Discussion and Managerial Implications

The purpose of this article was to analyze the
preferences of franchisors in travel agency industry.
Specifically the study tried to identify the franchi-
see profile preferred by franchisors in this industry.

One way of obtaining this profile is by applying
the methodology of conjoint analysis. With this
methodology the characteristics that form the fran-
chisee profile can be obtained, as well as a ranking
of the most important attributes that must be pres-
ent in this profile. Nevertheless, the interpretation
of the results obtained in the conjoint analysis can
be improved by means of the application of a prin-
cipal component analysis, following the methodol-
ogy proposed by Giordano (2002).

Conjoint analysis showed that of all the analyzed
attributes, the most important was managerial ca-
pacity, with a relative importance of 22.53%. This
was followed by the capacity for hard work (16.52%)
and loyalty to the franchisor (16.36%). The less im-
portant attributes were previous experience in any
business (3.89%) and the entrepreneurial character
(6.75%). The importance given to the rest of the at-
tributes lay between the previously indicated values.

Therefore, a franchisee who operates within a
brand of the travel agency industry will have to be
a person who fundamentally has knowledge and
command of the management tools necessary for
the development of the business. It is also impor-
tant that they have the capacity to work hard, that is
to say, have a strong spirit, desire to work and to
assume responsibilities, and to be able to confront
the daily task of the business referring to its organi-
zation and management. They must also be a per-
son who shows loyalty to the franchisor. Loyalty is
understood as the fulfillment of the agreements es-
tablished between the parties. On the other hand,
having previous experience in any business is not
given much value. Sometimes previous experience
in any business is seen as an obstacle because the
franchisees must change or modify the habits ac-
quired during many years of professional activity
(Diez, Navarrro, & Rondan, 2005).

Other information that was obtained was the par-

tial utility of the levels; that is to say, the satisfac-
tion reported for each of the levels by the respon-
dents.

Therefore, the franchisee profile preferred by the
franchisors that operate in the travel agency indus-
try will be determined by those levels that present
the higher partial utility within each attribute. As a
consequence, the franchisee profile would have to
be a candidate with managerial capabilities at a
professional level, be extrovert, have an entrepre-
neurial character, a very accentuated desire for suc-
cess, working full-time in the franchisee unit hav-
ing had previous experience in any business, who
faithfully follows the requirements of the franchi-
sor. The franchisee would have a financial level
above the required initial investment and have per-
severance.

All these results were obtained when applying
the conjoint analysis, however, the interpretation of
these results must be made carefully because indi-
vidual preferences can be analyzed jointly and it
could be that those individuals have very different
opinions. In this case preference patterns can arise
that are different from those obtained for the total
set of respondents. With the objective of improving
the interpretation of these results, a principal com-
ponent analysis was applied following the method-
ology proposed by Giordano (2002). The first axis
represents the opinion of the total set of the respon-
dents. Through this methodology it was discovered
that the most important attribute was the financial
level of the potential franchisee, followed by their
perseverance and loyalty to the franchisor.

Therefore, in the travel agency industry the fran-
chisors fundamentally value a person who has a
high financial level, in order to not only confront
the start of the economic activity, but to take the
business to the point of stability at which it begins
to generate profits. This result is in agreement with
that found by Tatham et al. (1972) whereby the fi-
nancial level was the most important attribute at the
time of selecting a franchisee. The importance of
having economic resources can also be appreciated
at the time of renewing the franchisees. Bordonaba
(2003) showed that the lack of payment of quotas
or fees is one of the reasons for which the franchi-
sor would not renew franchisees. At the general
franchising level, the consideration of the financial
level as one of the most important attributes that the
franchisors look for in the potential franchisees is
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also corroborated by the studies of DeCeglie (1993),
Edens et al. (1976), Hing (1995), Knight (1986),
Ramirez (2007), and Tormo (2004).

Also franchisors seek out people who have per-
severance. Some people erroneously see franchis-
ing as an infallible system, from which they expect
profits from the very beginning. Franchising, as
with the start up of any business activity, requires
time and motivation, which is why perseverance is
sought as an important element at the time of look-
ing for potential franchisees for the travel agency
industry.

It is also very important in the travel agency in-
dustry that the franchisee has loyalty to the franchi-
sor. Loyalty is understood as the fulfillment of the
agreements established between the parties. Fran-
chising is a system in which the capacity of the
franchisee to make their own business decisions is
limited to a great extent, and any innovation, modi-
fication, or peculiarity that they consider applying
are rejected in this associative system. Faced with
this reality, a potential franchisee must consider
whether their personality is appropriate to accept
such limitations of their own autonomy. This does
not mean that the franchisee is a person devoid of
initiative and personality, but that any initiative
must be raised and follow the channels established
by the franchisor and not be implemented indepen-
dently (Diez et al., 2005).

There are some attributes that are less important
at the time of selecting a potential franchisee for the
travel agency industry. One of them is the entrepre-
neurial character. Within the franchise system it is
necessary to differentiate between those people
who introduce themselves into the system looking
for a self-employed formula and those who look for
an activity in which to invest. The first case refers
to a person with an entrepreneurial character, who
is going to develop a business activity, and must
confront and solve all its inherent problems. The
second case refers to an investor who does not need
to attend to his business on a day to day basis. In the
travel agency industry it is not important to make
this distinction, which is why it is a characteristic
that is not given very much consideration at the
time of selecting the future franchisee. The degree
of extroversion or introversion of the franchisee is
also little valued. The financial level, perseverance,
and loyalty to the franchisor are much more impor-
tant than being extrovert or introvert.

In summary, the ranking of attributes preferred
by the franchisors of the travel agency industry is
1) financial level; 2) perseverance; 3) loyalty to
franchisor; 4) previous experience in any business;
5) desire for success; 6) managerial capability; 7)
willingness to work hard; 8) capacity for human re-
lations; and 9) entrepreneurship.

The second factorial axis has a very low explana-
tory value in relation to the first, as it only explains
1.40% of the total variability. Therefore, it is pos-
sible to be interpreted as a pattern of preferences
different from that obtained with the first factorial
axis. In fact, in Graph 1, two differentiated groups
of franchisors are distinguishable, which indicates
that two groups exist with different preferences.
This second axis is clearly determined for manage-
rial capacity. It indicates that there is a subgroup of
franchisors in the travel agency industry which
considers that managerial capacity is a very impor-
tant attribute at the time of selecting a potential
franchisee.

Managerial capacity refers to the knowledge and
command of the management tools necessary for
the development of the business. What seems clear
is that the managerial capacity will be different in
some travel agencies to that in others, since they
will be related to the level of turnover and the busi-
ness structure of the points of sale.

The differences existing between the results ob-
tained with the conjoint analysis and those obtained
with the principal component analysis must be due
to the existence of two groups of franchisors that
display different preferences. The greater the ho-
mogeneity of the preferences of the respondents,
the greater will be the consistency between the re-
sults obtained in both methodologies.

Conclusions

In this work the franchisee profile preferred by
the franchisors who operate in the travel agency in-
dustry has been examined. This has been achieved
by applying the methodology of conjoint analysis
and the methodology of principal component anal-
ysis (Giordano, 2002) to a sample of Spanish fran-
chisors. As a conclusion, it can be said that the
main characteristics that the franchisors of the trav-
el agency industry consider, at the time of selecting
potential franchisees, are the financial level, perse-
verance and loyalty to the franchisor. Other charac-
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teristics exist that, in spite of having been analyzed
in the literature, are not so important at the time of
selecting a potential franchisee. The analysis of
levels also allows the deduction of ideal franchisee
profile in travel agency industry, although the gen-
eralization of the results must be made carefully.

In relation to the practical and theoretical contribu-
tions, this paper contributes to franchisee selection
criteria of franchise literature. Also it contributes to the
limited literature about franchising and travel agency
industry. Practitioners and academics could obtain
benefits from this research because they can identify
the franchisee profile franchisors prefer in the service
industry. In particular, these criteria help to practitio-
ners to make the right selection of franchisees.

It is important to indicate that the small diver-
gences existing between the results obtained by the
conjoint analysis and those obtained by the princi-
pal component analysis must be fundamentally due
to the heterogeneity of the preferences of the re-
spondent franchisors. The principal component
analysis allowed the discovery of two subgroups of
franchisors with different preference structures,
which is why a high homogeneity in the preferenc-
es of all the respondent franchisors does not exist.

In this study it had been important to interview all
the franchisors who operate within the travel agency
industry, but sometimes it is difficult to obtain a
greater number of responses. Also, there are travel
agency industries with different characteristics and
situations in many countries. For example, in the US,
travel agencies are on the decline and airlines are no
longer paying travel commissions to travel agencies,
which today serve primarily the cruise industry and
international air travel. Therefore, the conclusions of
this study must be considered carefully in order to
generalize the results to other markets.

In the future, it would be interesting to apply this
study to other sectors and to compare the results to
see if sectoral differences exist or not. It would also
be interesting to apply this same study in different
countries to determine if the geographical situation
influences the franchisee profile preferred by the
franchisors.
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Notes

'Only nine attributes were considered because a greater
number can produce a set of stimuli too high to be evaluated
by respondents.

“From these 10 attributes the capacity for adaptation to
changes has been considered as a variable depending to a
greater extent on franchisors than franchisees, because fran-
chisors are the ones who have to face and adapt to the evolu-
tion of markets through the right strategies and policies.
Therefore, this variable has been eliminated from the analysis.

’In spite there is a minimum sample size, it represents a
response rate of 40%. In order to avoid variability in the re-
sults this study uses data from only travel agency industry.
This justifies the use of a low sample size, but it implies a
high response rate. Response rates for e-mail surveys can
range from 6% to 75% (Sheehan & McMillan, 1999). An-
other study conducted by Cook, Heath, and Thompson
(2000) reported an average of about 40% for response rates
from a synthesis of 39 separate online surveys. More infor-
mation can be found in Pan’s study (2010).
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