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Decision-Making, Risk Management, and Financial
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Abstract-  Entrepreneurial leadership has gained
increasing relevance in franchising research because the
expansion of franchise networks depends not only on the
replication of a business format, but also on the ability to
interpret  opportunities,  coordinate  economically
independent actors, and sustain performance across
distinct competitive environments. This article examines
how entrepreneurial leadership influences franchise
expansion, with emphasis on decision-making, risk
management, and financial performance. Based on the
specialized literature, it argues that entrepreneurial
leadership in franchising cannot be reduced to individual
traits such as confidence or willingness to take risks, but
instead involves the capacity to align entrepreneurial
initiative, control mechanisms, knowledge transfer, and
the quality of the franchisor-franchisee relationship. The
reviewed studies indicate that entrepreneurial orientation
is associated with improved outcomes when supported by a
favorable organizational context, effective support
structures, and relational governance. The literature also
suggests that calibrated franchisee autonomy may enhance
innovation and performance, provided that it does not
compromise the essential standardization of the system. In
addition, risk management in franchise networks requires
controls that are compatible with specific risk sources,
especially regarding quality, opportunism, protection of
intangible assets, and local adaptation. The article
concludes that successful franchise expansion depends
less on automatic replicative growth and more on
leadership’s capacity to structure a functional balance
among standardization, adaptation, cooperation, and
organizational discipline.
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L. INTRODUCTION

Franchising is frequently wunderstood as an
organizational form grounded in format replication,
operational standardization, and the exploitation of
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established brands. However, the expansion of a
franchise network cannot be explained by these
elements alone. Sustainable growth also depends on
leadership’s ability to select partners, interpret
markets, manage tensions between autonomy and
control, and transform dispersed knowledge into
consistent economic performance [1-4]. In this sense,
entrepreneurial leadership constitutes a relevant
analytical component because it operates precisely at
the interface of expansion, interorganizational
coordination, and strategic responses to uncertainty.

Within franchise systems, entrepreneurial leadership
should be understood as the capacity to mobilize
opportunity-oriented behavior without compromising
system coherence. This definition is important because
franchise networks combine strategic centralization
with decentralized execution. The franchisor must
preserve brand, processes, and quality, while
simultaneously relying on franchisees who operate in
different local contexts and face distinct competitive
conditions [5-7]. Franchise expansion is therefore not
a purely mechanical process of multiplying units. It is
a managed growth process in which leadership
influences both expansion decisions and the ways in
which risks and entrepreneurial capabilities are
distributed across the network.

The literature also indicates that entrepreneurial
leadership  should not be conflated with
entrepreneurial orientation. Although the two concepts
are related, entrepreneurial orientation describes a
strategic posture associated with innovativeness,
proactiveness, and risk-taking, whereas
entrepreneurial leadership concerns how these
dispositions are mobilized, coordinated, and translated
into collective action [2-4]. This distinction is
particularly relevant in franchising, because
performance does not result merely from the existence
of entrepreneurial initiative, but from leadership’s
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ability to frame such initiative within organizational
parameters capable of preserving the integrity of the
business format.

Franchise expansion involves complex decisions
regarding market selection, franchisee recruitment,
territorial design, support intensity, the degree of
autonomy granted to units, and the pace of network
growth. These decisions are strategic because they
simultaneously affect costs, control, reputation, and
financial returns. Cary observes that entrepreneurial
leadership in franchising is associated with influence
capacity, decisional confidence, and the ability to
foster success at the franchisee level [1]. However, the
broader literature suggests that this influence is more
productive when articulated with organizational
systems capable of converting initiative into
coordinated performance.

Dada and Watson show that entrepreneurial
orientation within franchise systems is positively
associated with performance when supported by
compatible organizational antecedents [2]. The central
point is not merely that innovation, proactiveness, and
risk-taking may generate stronger outcomes, but that
these attributes must be institutionally enabled. Falbe,
Dandridge, and Kumar reach a similar conclusion by
demonstrating that entrepreneurial strategies in
franchising depend on the organizational context in
which they are embedded [3]. Analytically, this means
that entrepreneurial leadership does not operate in
isolation as an individual trait. It materializes through
the construction of organizational arrangements that
define which innovative behaviors will be encouraged,
tolerated, or restricted.

This interpretation is reinforced by Dada and Watson’s
analysis of the effects of entrepreneurial orientation on
the franchise relationship [4]. Their findings indicate
that entrepreneurial behavior may improve the
franchising relationship when properly structured.
This is particularly relevant for expansion, because
network growth increases the need for relational
coordination. As the number of units rises, leadership
becomes more critical in establishing coherent criteria
for local adaptation, controlled innovation, and the
resolution of contractual tensions.
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One of the main challenges of entrepreneurial
leadership in franchising lies in deciding how much
room should be granted to local initiative. The
literature indicates that franchisee autonomy may
contribute to performance when it does not threaten
the core elements of system identity. Colla and
colleagues show that franchisee autonomy, affective
commitment to the network, and innovativeness are
associated with unit performance [5]. This finding is
relevant because it challenges the assumption that
success in franchising results exclusively from strict
adherence to standardized routines.

Clarkin and Rosa, in their study of entreprencurial
teams within franchise firms, demonstrate that
entrepreneurial behavior in franchising frequently
assumes a collective rather than purely individual form
[6]. This point broadens the understanding of
entrepreneurial leadership by showing that adaptation
and opportunity exploitation may emerge from local
management teams composed of co-owners, relatives,
or internal managers, rather than solely from the
formal owner of the unit. For network expansion, this
means that performance also depends on the quality of
leadership present at the outlet level.

Dada’s systematic review of entrepreneurial autonomy
in franchised outlets argues that autonomy is
multidimensional and must be analyzed in light of
contractual, relational, and organizational factors [7].
The central contribution of this argument is to show
that autonomy should not be treated as a binary
category. Instead, effective entrepreneurial leadership
differentiates between domains in which local
adaptation may generate competitive learning and
domains in which standardization must prevail. From
this perspective, leadership does not simply mean
decentralizing or centralizing, but establishing
functional limits for entrepreneurial initiative within
the architecture of the system.

Franchise expansion increases not only operations, but
also relational interdependencies. For this reason,
leadership style directly influences the level of
commitment among channel participants. Sharma,
Patel, and Pandey show that channel leadership style
affects partner commitment in a franchising context
[8]. This evidence suggests that exclusively
transactional or overly coercive models may restrict
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the cooperation required for network sustainability,
particularly in environments where local adaptation
and information sharing are essential.

Brown and Dev had already emphasized the
importance of the franchisor-franchisee relationship
for system performance [9]. Complementarily,
Varotto and Parente demonstrate that relational quality
and financial performance are positively connected
over time, and that relationship duration strengthens
this association [10]. These findings reinforce the
argument that entrepreneurial leadership in
franchising is not limited to setting growth targets. It
also involves building relational legitimacy, managing
conflict, and maintaining sufficient trust for the
network to operate in a coordinated manner without
relying solely on formal coercion.

Entrepreneurial leadership may therefore be
interpreted as a form of relational governance
capability. Its economic value derives from the ability
to transform contractual ties into effective
mechanisms of cooperation and learning. This
interpretation is more consistent with the literature
than simplified explanations based only on personal
traits such as charisma, boldness, or motivation. The
expansion of franchise networks increases operational,
reputational, and relational risks. Barthélemy shows
that franchising decisions are influenced by both
agency-related and institutional factors [11]. This
means that network design and coordination
mechanisms respond not only to classic monitoring
problems, but also to the broader environment in
which the system operates. As a result, entrepreneurial
leadership must address multiple risk sources, ranging
from opportunism and quality variation to difficulties
in protecting intangible assets.

Ramirez-Garcia and coauthors demonstrate that
franchisor risk perception and the effectiveness of the
control system depend on the compatibility between
risk sources and the control mechanisms employed
[12]. This point is analytically significant because it
prevents simplistic generalizations such as the
assumption that more control necessarily generates
better outcomes. In franchise networks, behavioral,
outcome, and social controls display different levels of
effectiveness depending on the nature of the risk
involved. Entrepreneurial leadership, in this context,

IRE 1715397

should be understood as the capacity to design
proportionate and functionally adequate controls,
rather than merely as a willingness to grow or
innovate.

Knowledge transfer also plays a central role in this
process. Gorovaia and Windsperger show that
knowledge transfer mechanisms in franchising vary
according to the tacitness of the knowledge involved
[13]. Iddy and Alon, in turn, frame knowledge
management as a strategic agenda in franchising [14].
These contributions indicate that manuals, training
routines, interaction structures, and support systems
are not merely administrative instruments, but core
elements of leadership. The larger the network, the
greater the need to translate knowledge into replicable
practices  without eliminating locally  useful
adaptation.

The articulation among leadership, control, and
knowledge is decisive for protecting intellectual
property, brand reputation, and operational
consistency. Risk management in franchising should
therefore not be reduced to contractual enforcement. It
involves building support and monitoring systems
capable of preserving strategic assets while
simultaneously absorbing learning generated at the
unit level.

The literature also indicates that entreprenecurial
orientation within franchise networks is not limited to
the franchisor level. Balsarini and Lambert show that
franchisee associations may function as spaces for the
manifestation of entrepreneurial orientation and the
generation of innovation in the system [15]. This
finding is important because it shifts the analysis away
from a purely unilateral model of leadership toward a
more distributed configuration in which the network
may generate learning through intermediate collective
structures.

Dal Vesco and Beuren demonstrate that intellectual
capital and management control systems influence
organizational performance in franchising, with
cooperation acting as a mediating factor [16]. This
conclusion reinforces the idea that financial
performance does not arise automatically from the
presence of a strong brand or mere operational
standardization. Instead, it depends on the interaction
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among knowledge, control mechanisms, and
cooperative capability. In this sense, entreprencurial
leadership is relevant not because it eliminates
uncertainty, but because it organizes the system to deal
with uncertainty in an economically productive
manner.

Accordingly, financial outcomes in franchising should
be understood as the product of a combination of
entrepreneurial orientation, governance architecture,
relational quality, and organizational support. The
specific contribution of entrepreneurial leadership lies
in articulating these elements coherently and
converting dispersed initiative into sustainable
expansion.

The reviewed literature supports the conclusion that
entrepreneurial leadership exerts significant influence
on franchise expansion by affecting decision quality,
the design of control mechanisms, risk management,
and the conditions under which entrepreneurial
initiative is converted into financial performance. The
main analytical contribution of the examined studies is
to show that franchise expansion should not be
interpreted as the simple scalable replication of a
preexisting model. Rather, it is a relationally and
organizationally complex process in which sustainable
growth depends on balancing standardization,
selective autonomy, cooperation, and operational
discipline.

Standardization
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Figure 1. Conceptual Framework of Entrepreneurial
Leadership in Franchise Expansion

Source: Created by author.
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The literature also makes clear that entreprencurial
leadership is not synonymous with entrepreneurial
orientation, even though it may foster it. Whereas
entrepreneurial orientation expresses a strategic
posture directed toward innovation, proactiveness, and
risk-taking, entrepreneurial leadership concerns the
capacity to structure, direct, and govern these
dispositions within the network. In franchising, this
distinction is essential because economic success
depends less on the mere existence of entrepreneurial
spirit and more on the way that spirit is institutionally
channeled.

From both analytical and practical perspectives,
successful franchise expansion appears to depend on
the system’s ability to combine transferable
knowledge, controls compatible with specific risk
sources, trust-based relationships, and delimited room
for local adaptation. Entrepreneurial leadership is
relevant precisely because it functions as the link
among these elements. Its role is therefore not merely
to stimulate growth, but to make such growth more
consistent, coordinated, and financially sustainable.
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