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Success Factors Analysis of Domestic Franchise Business
- A Study on the CEO of Kwangju and Jeonnams -

Ji-Hyun Song®, Gye-Beom Jo**

Abstract

In this paper, We conducted to find out what factors may affect the development of franchise

businesses by reviewing the success factors of the domestic franchise business. The research was

conducted by the CEOs of Gwangju and Jeonnam Franchise Business and a total of 137 items were

used in the empirical analysis. Factors influencing success of the franchise business were designed in

five areas :

ability of the franchise CEO, franchise system, brand management, capacity of the parent

store, and product differentiation. We conducted multiple regression analysis and simple regression

analysis for the research assumptions, Validation of the relationship between variables revealed that

the ability of the franchise CEOs, franchise systems, brand management, and product differentiation

did not significantly affect the increase in member sales, so the ability of the shareholders to

increase their sales was important. However, the impact on revenue growth at franchise headquarters

has all been significant, The increase in sales of franchises has a significant influence on the

increase in profits of franchise headquarters, the report said. It was also found that an increase in

the sales of franchises has a significant influence on the success of franchises. Finally, it was

revealed that increasing profits at franchise headquarters significantly affects the success of the

franchise business.
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Table 1. General status of franchise businesses in Korea
Sortation 2012Year 20183Year 2014Year 2015Year 2016Year
Number of member headquarters 2,678 2,973 3,482 3,910 4,268
Brand number 3,311 3,691 4,288 4,844 5,273
Number of member stores 176,788 190,730 194,199 208,104 218,997
Number of stores directly operated 11,326 12,619 12,869 15,459 16,854
Table 2. Status of franchise headquarters and franchises in Korea by industry
Sortation 2013Year 2014Year 2015Year 2016Year
Dining out 2,089 2,251 2,865 3,219
business
i i 1 4
Number of member headquarters S\;rr]wlce ||ndust(rjy 60 648 691 769
olesale an 283 313 354 280
retail trade
Total 2,973 3,482 3,910 4,268
Dining out 2,623 3,142 3,587 4,017
business
Brand number S\;rr]wlce ||ndust(rjy 743 793 862 944
olesale an 325 353 395 312
retail trade
Total 3,691 4,288 4,844 5,273
Dining out 84,046 88,953 99,544 106,890
business
Service industry 65,107 61,374 62,134 67,200
Number of member stores Whol | d
olesale an 41,577 43,872 46,426 44,907
retail trade
Total 190,730 194,199 208,104 218,997
Dining out 3,959 4,432 5,131 5,506
business
i i 2,534
Number of stores directly operated S\;rr]wlce ||ndust(rjy 3,006 .53 3,194 4,181
olesale an 5,654 5,903 7,134 7,167
retail trade
Total 12,619 12,869 15,459 16,854
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Fig. 2. Research Model
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Table 3. Sample audience and content

Sortation content

Ceo runs a franchise business in Gwangju and

Parent group Jeonnam

Method of

. L A self-administered questionnaire
investigation

Research period 2017Year 11Month 01Day — 11Month 30Day

Total Distribution questionnaire 150

145 copies of the retrieval questionnaire

Sample size - - -
Ineffective questionnaires 8

137 final valid questionnaires

4. Organize the questionnaire
2 A9 AAAN HEA]
7ZA e R S8813 L, T o}
ATTATH B BigFE YR EE AEsIGla, £ 297 4
A 52 YAE 54 AEHES T3l SASGY. AeA T
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Table 4. Organize the questionnaire

Measured variable Franchise s Brand Capalcllty of Product Yard
Measurement CEO provisional ) L ) Sources
) system management differentiation stick
contents capacity attachment
Streamline systems and 0 Kang,ByungOh
provide optimal products (2006)
Standardization 0 Yoon,InChul
ensures equal quality (2008)
Training and superbizing 0 Lee,llHan
of franchises (2011)
Franchise National 0 Yoo,YoungJi,
Advertising Song,JungSun
Franchise district 0 (2010)
advertising Jeon,TaeYoo,
Park,Nohyun
Brand awareness 0 (2010)
Training and
Learning for the 0 Jang, InSuk
Management of the (2004)
Headquarters Rickert's Kim,SangDuk
Employees and 0 five— (2005)
Constant Friendship point Jung,TaeSuk,
Improve problems scale Kim,Young
by communicating 0 Taek(2014)
continuously
Characteristics, 0 Cho,JoonSang
diversity of products (2011)
The price of an article 0 Lee,MyungHo
Promotion of products 0 (2014)
Positive operation of 0 Fenwick,
store in store Strombom
(1998)
Service Level for 0 Kim,SangDuk
Customers (2005)
Lee,SoonAh,
Goal management 0 Lee,SangMok
communication Ham,SungPil
(2015)
Demographm Brightness scale
characteristics

IV. Research Result

1. Domographic Characteristics
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2. Domographic Characteristics
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3. Testing and analysis of research hypotheses
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Table 5. Demographic characteristics

Sortation Frequency Ratio(%) Sortation Frequency | Ratio(%)
Man 85 62.0 Less than a year 46 33.6
Gender
Woman 52 38.0 1 - 3 years 47 34.3
- Operating
Headq.u.arters Gwangiju 84 61.3 period 3-5 Years 36 26.3
position Jeonnam 53 38.7 5~10 Years 8 5.8
The twentieth 9 6.6 more than ten years
Less than
irti 2 21.2 4 24,
The Thirtieth 9 30,000-50,000 won 3 8
The forties 46 33.6 50 to100 million won 79 57.7
Age Initial Less than 100
The fifties 43 31.4 expenses million won to 15 10.9
300 million won
300 million to
i 1 7. . .
The Sixty 0 3 500 million won o 6.6
Less than a high 55
school diploma 3 : Less than 10pyeong 21 15.3
reaLs)r;])l\(/)ier:tSrlrtlyent 8 2.2
academic 10 to 19 pyeong 22 16.1
background fr((i);;adtcjslt;;)ne 115 83.9
¢ _ 20 to 29 pyeong 60 43.8
Graduate student 5 3.6 Store size
Graduate school 11 8.0 30 to 39 pyeong 31 22.6
Dk;”'r?g out 96 70.1
Line of usiness
business Sales business 37 27.0 40 to 49 pyeong 3 2.2
Service industry 4 2.9

Table 6. Feasibility Study & Reliability Analysis Results for Franchise Operations Factors

Factor e Cumulative
Sortation Measurement items total distributed | Cronbach‘a
value value -
description
Relevant education and learning related to the operation of
) . .836
franchise headquarters are regularly provided.
CE.O” The company is d|scussmg ways to deyelop t.he franchise 786 979 21 276 885
Capabilities headquarters through ongoing consultations with employees.
We are improving problem through continuous communication with 812
member store. ’
Through the rationalization of our distribution system, provides 701
the best products. :
Franchise The quality is maintained by the merchant through standardization 693 2 892 41,936 835
system of the menu and the products sold.
The institution periodically provides the member store education 590
and supervising. :
Local advertising is being carried out to increase brand awareness. .810
Brand t Local advertising is being carried out to increase brand awareness. 772 2 471 59 587 ‘844
managemen Through brand management, the company raises the public 634
awareness of menus and products. :
The owners are very aggressive about running the store. 751
ity of ; ;
(i)?g\iiiz;oyn;)l The service levels of shop owners are high. .827 1 868 7 933 853
attachment The provisional controlling point is in constant communication with 884
the staff to manage the target. :
Product Sales menu and product are distinctive compared to other brands. .669
) L 1.274 82.035 .801
differentiation Product promotion is carried out regularly. 717
KMO=.935, Bartlett's Spheroidness Test value=4966.717, Significance probability=.000

160.9802.2 .0009] o8& e o™, Durbin-Watsongt 7+ thed-AAgddlls A7) $l Aoz SRIHG L Zixfo]=
2 1.805, s2RHAE BF 01010 R3S vehlo] S8ds £y} Zalxjol= BAl 42¢] F7) 7ke) JE

]
1=
12
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Table 7. Results of feasibility analysis on increased franchise sales,
franchise business variables

increased franchise headquarters revenue, and successful

Factor e Cumulative total
Sortation Measurement items distributed Cronbach‘a
value value L
description
Continuous management of the merchant's business at the member's 749
headquarters helps the merchant increase sales. :
The company contributes to the activation of the merchant through
i 746 4.248 30.346 .804
Increase in | ,oduct development at the member headquarters.
member — - - -
store sales Consumer awareness is rising through continued promotional marketing 730
efforts.
The family manager agrees positively and cooperate with the decision 649
of the company. ’
Quality of products and services plays an important role in increasing 789
profits. :
Franchise Consumer brand preference plays an important role in revenue growth. .768 3.348 54.262 .900
headquarters | The satisfaction level with the head office of the parent store plays 820
revenue an important role in increasing the profits ’
The number of member stores plays an important role in increasing 766
profits. :
T.he.e.ntrepreneursmp of the franchise headquarters © CEO has a 764 2 471 59 587 844
significant influence on the growth of the headquarters.
The relationship between franchise headquarters and merchants and 865
trust will be a win—win situation. ’
) Franchise headquarters are seeing a lot of publicity and promotion 789
Franchise | for the franchises. :
Business - - - - - -
Success Persistent pusmess wind development may increase the satisfaction 878 1 868 7 933 853
of the family and consumers.
Positive results can be achieved by establishing an effective logistics 604
system. ’
Th h tinued traini tf hise head t th ity of
roug .c.on inued training at franchise headquarters, the capacity o 703 1 974 82.035 801
the provisional owners can be enhanced.
KMO=.930, Bartlett's Spheroidness Test value=4571.101, Significance probability=.000

Table 8. Causal Relationships Between Franchise Operations Factors and Increase in Merchant Sales

Nondisstance Standardization - Air permeability statistic
Model coefficient factor i Significance P Y
probability
B Standard error B Tolerance VIF
(Constant) .852 123 6.918 .000
CEO Capabilities H1 .205 .042 240%x* 4.924 .000 .394 2.539
System H2 161 .052 A74%x 3.109 .002 .299 3.346
Brand
H3 .254 .050 255% %% 5.027 .000 .363 2.751
management
Capacity of
provisional H4 .036 .042 .042 .862 .389 .399 2.504
attachment
_ Product H5 158 044 180+ 3.627 .000 381 2.623
differentiation
Dependent variables : Increase in member store sales R2=.562 F=120.360 p=.000
*1 p<0.05, **: p<0.01, *x*: p<0.001
A3, H6, CEO9#H(B=.219, t=4.902), H7, Zxfo]= A|=RIE & BF A9 HUch
=261, t=5.085), H8, B =32](B=.349, t=7.515), H9, 7}4F 71 MES7PE ZllAte)= BAF 2elFTt] v <l

eH(B=.114, t=2.563), H10, A=2P83HB=.163, t=3.599)7}

B fols A+) o] 9aFs A= Aoz Yeht [7Fd H6-101  0.5162

EAEe] 51.6%9 AdEEo]

A EAE AT 7S A SRR Al Regho
hom, Flglo

]
]
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Table 9. Causal Relationships between Franchise Operations Factors and Revenues in Franchise Head Office

Nondisstance Standardization L ) . L
L Significance Air permeability statistic
Model coefficient factor t e
B Standard error B Tolerance VIF
(Constant) .881 .106 8.330 .000
CEO Capabilities H6 175 .036 219%xxx 4.902 .000 .394 2.539
System H7 .226 .045 2671 xxx 5.085 .000 .299 3.346
Brand H8 .326 .043 349 x% 7.515 .000 .363 2.751
management
Capacity of
provisional H9 .092 .036 114 2.563 .01 .399 2.504
attachment
_ Product H10 | 135 .037 16355+ 3.599 .000 381 2.623
differentiation
Dependent variables : Franchise headquarters revenue R?=.632 F=160.980 p=.000

1 p<0.05, **: p<0.01, ***: p<0.001

Table 10. A Causal Relationship between the Increase in Merchant Sales and the Increase in Franchise Head Office Revenue

Model Ngggﬁiscﬁ:fe Standardization factor ; Significgrjce
B Standard error B probability
(Constant) 1.156 116 10.009 .000
Increase in member H11 673 .030 T18xk% 22.447 .000
store sales
Dependent variables : Franchise headquarters revenue R?=.516 F=503.878 p=.000

1 p<0.05, **: p<0.01, ***: p<0.001

Table 11. A Causal Relationship between the Sales Growth of Merchant and the Success of Franchise Business

Nondlslstlance Standardization factor Significance
Model coefficient t erslsElili
B Standard error B
(Constant) 1.141 .166 6.870 .000
Increase in member H12 581 .043 527 xk% 13.472 .000
store sales
Dependent variables : Franchise Business Success R2=.277 F=181.491 p=.000
*1 p<0.05, **: p<0.01, ***: p<0.001
Table 12. The Causal Relationships between Franchise Head Office Income and Franchise Business
Nondisstance L L
Model B Standardization factor " S|gr1(r)1|bf|acba”ri1tce
B Standard error B P Y
(Constant) 1.322 .180 7.324 .000
Franchise headquarters | 34 545 048 463 11.374 .000
revenue
Dependent variables : Franchise Business Success R2=.215 F=129.369 p=.000
*1 p<0.05, **: p<0.01, *x*: p<0.001
Table 13. Impeller of Research Scholars and Results of Adoption
Hypothesis of research Dismissal/adoption
CEO Capabilities H1 adoption
System H2 adoption
Brand management H3 Increase in member store sales adoption
Capacity of provisiona attachment H4 Dismissal
Product differentiation H5 adoption
CEO Capabilities H6 adoption
System H7 adoption
Branq manager.n.ent He Increase in Franchise Head Office revenue adoption
Capacity of provisional H9 adontion
attachment P
Product differentiation H10 adoption
Increase in member sales H11 Increase in Franchise Head Office revenue adoption
Increase in member sales H12 Franchise Business Success adoption
Increase |.n Franchise Head H13 Franchise Business Success adoption
Office revenue

160.9802.2 .0009] #2&&S yepler, HIL, 7F84 ol &37KB=.718, t=22.447)7} Zizfo]= EA} 0157}
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