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Abstract

Purpose: This study is to investigate the causal relationship between franchise headquarters’ franchise cost and franchise satisfaction and management
performance, and to verify the structural relationship between franchise cost and corporate permanence. Research design, data and
methodology: The data were collected from 200 medium-sized franchisees in Seoul and analyzed using confirmatory factor analysis (CFA) to test
the validity of the measurement model and the structural equation model (SEM) to identify the impact of franchise costs on corporate performance with
the Amos 28.0 program. Result: Franchise costs were found to have a negative effect on franchise satisfaction and corporate permanence. It was
confirmed that franchise satisfaction had a significant positive effect on management performance and corporate permanence. Franchise costs had a
sequential mediating effect on franchise satisfaction and management performance, which had a significant impact on corporate permanence.
Conclusions: This study expanded the theoretical scope by applying the expectation confirmation theory to corporate transactions. In addition, the
franchise headquarters proposes ways to create a culture of franchise business with trust by presenting appropriate franchise costs to improve
management performance and corporate permanence through franchise satisfaction.
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3. Research Methods and Materials

3.1. Research Model
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Figure 1: Proposed model
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(20072 7|E8E G0 Aol ZFEuE SKe QP2I0[X]|
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Mol ZFHT0| MY AT} UASS HSSHACE. Lee ¥stg 0" Zo|ct
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O8O Lee and Cha (2017), Ahn and Yun R017)ETE
HEtO 2 5 23to 2 =X|QiCt

3.4. Sampling and Data Collection
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4. Analysis

4.1. Demographic Profile of the Respondents

— o — =
ZFBARIAE E 200 FO| HOSIACE ATl 2Ery

o
EMe <Table 1>t ZTL

Table 1: Demographic profiles (n = 200)

Category Frequency %
Male 96 48
Gender

Female 104 52

Less than 40 10 5
41-50 115 57.5

Age

51-60 43 215

61 and over 32 16

Head office 1< 30 15
Transaction 1-<3 124 62

Period 3-<5 31 15.5
(year)
52 15 7.5
<50 42 21
Investment 50 - <150 129 64.5
Amount
(million) 150 - <300 23 1.5
3002 6 3
<10 29 145
Sales 10 - <30 111 55.5
(million) 30 - <50 52 26
502 8 4
Brand awareness 81 40.5
Profitability 26 13
Reason to
Choose Low Start-up Cost 62 31
A brand Headquarters 9 45
Support
Others 22 11

4.2. Analysis of Validity and Reliability of
Measurement Items

ME|=E ASSH| 250 BAN 22124t Cronbadh's o
27} O|E(QICE HA| QOIEA DEHO Z=ME St
X| 23| ™ 2Ol Varimax rotation & g
A1}, 3| &l Factor Loading 2| =& 7|50 +5 0|22
LIEHt JHUH|IE 4 7 282 22 |ol¥E 7K1
Uz A2 T HAZJALD (kang, 1997), &
4742 9102 FZE|RULC (see Appendix 1).

71YH|8 871 2&0]| CHSH Cronbach's 0Bt 947 2 &2
LHA A2[=E 7HRCE 71YREE R 4 2E R RIS
Cronbach's o2 909, 21t 4 && Cronbadh's adt 895,

7|1 B&d 528 Conbadh's gt 909 = LIEFGCE

2 oi7o| AIgSH MBS MHITE Sef Tt
E

4.3. Correlation Analysis

5t0]  AEBAE , 1t
7tWoREO| HEEA = -527 (p < .001)0|1 7t H|-Eat
BB EIhE -435(p < 0012 7HYH|E 7| F&HE2
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pd

(p < .001)0|C} (See Appendix 3).

4.4. Model Assessment

4.4.1. Confirmatory Factor Analysis

= g7o| FxEEA ZYol Efg: HEE flot
MZATE x* = 485945 (p < 05), RIVISEA = 092, SRMR = 057,
CFl = 917,NFl = 911, IFl = 918 T = 9042 LIEHSCE HA CF,
NF, IF, TU 25 9 O|¢e2 ZEXTX|+7t Y2SIULE
oz HOjdeX|s=  SRMRS  080[2tRl 051,
RMSEAE (0292 <20t Hoiz= LIEPGCE ES
BESMAS7E 5004, JHEMZ|EQ AVE @40

212} 5 70|82z +FHEIGE0 2X17t gl =eld

1

ACH (see Appendix 4).

TSRl EMZNOME RZE T 29
A0 AESl AMEZ0l dEAs 2o 322

EHHEIZ 7L SEE|ACH (see Appendix 5).

4.4.2. Hypotheses Testing

2 giqe DRUKO|X JIYRLO| YIS T YIS,
AT, 719 A0 T JhES SSHACE Oloj
T2 9l 710 274 HH e CheTt 2Lt BN,
Jb 1, 74 2, 7K 3 O PSS A Chgnt 2ct

< oonol Relbjel el FLFe OXls Aez
SRIFACL Ol ZHYTHR0| ==+5F Bt

OIS 2[of5iH, 7|

18]
08
b
2
1
I
o
o

IT
BYh= 7|1 5H0l B = 465 p < 00122 2o
g el Sghs DR et S8t =255 7|Y
g

/40| S7I5IUCt (See Appendix

(9]

).

'4@\ B = 701"

|

\
#

Satisfaction Performance

‘ " |

Figure 2: Path coefficient test (standardization)

B =-160"

DK%= 7Fd 5 o 7iid|8ar 7| F&dE9|
A OA 7t APEE =X LR PientE
7P Z0[cte| A A= Chaut 20t 71yH| 81t 7| ¢
g (015 I 2 bl ==l 2 B il 1 R s k=i 1
Foldes ™| St Bootstrapping 5000 3| A,
Ho| w7 ME|77t Bias-Corrected Confidence Interval: BC Cl) 95%
AO[OAM SAE FO|EE FSIRICE O AL} 7HYH[E2
71 YRS AYENE XAz T E5E0| B=-155
p < ONZ Fo|0jot ZFYRIIE D[X|= A= LIEIRTE 5,
A 7R 20tE 7HK = AL = LIEFRLTE ESL 71 4H[ 80t

1

71 A=A BAOA Z1YEESO0| Solojst ZHY® It B=

AL
g5

H oo —
-248 p < ONE ZHRCE BHH, Z@duk=
B = -030, p> 0592 7IX|X| Xtz A2
Appendix 7).
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5. Discussion and Implications
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5.2. Practical Implications

2 EE|9|

=]
=x

=FHE&

7t 1 3k 7k 2 7kE 3 7hE 4 2o JH8H[EO]

iy

o

80

o

80

of OjXl=

M
S

W20l Al

SOLX|7|

7tYH[E0] HFE[O]OF ZEHAIO|= =Fef JHYFO|

5.1. Theoretical Implications

oLt

2575 AAES HA

6I-o|
=155

7tY B|EO| 72

14

Bl
il
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o
o
[

OIX|X] ERACE OfF

=510

7| x|o| 20

(2001)2]
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SEBAE  JHCE VHEMYEAE ZEX0|=C
QIR =Rt 7K Feol F= §lo] 7HlHES =0
YYs oAl =T =S [tiyZ|of ZHYTEO|
ROPY Z3guE HEoHK| Xotn 7Y FHd
SOLTICH (Choi, 2019). ZtYAMRAte] &0 HHEE
HYet BAlgg 83l s & 4% =2 714USS
IR BYYME HEY + ACL ol Fits
2Rt AHerZts A& + Uz =2l ol
E[0f P8Ol #9S HESIE Algez 2HE =+
U AO[Ct ZHMXO|= =HE= HFot /HYHIES
oo} JtyEol A 2Y 2 = UERE
MEIAXR B 1] S8 X[@st0] 7MTES 50|=
ME|2HA o] ZRXIO|= ArgE2t7t = YE|0{0F SHif=
oIS MSSHTh

5.3. Limitations and Future Research Directions

= ¢S Sof ZEAo|= 2F9| JHYH|
Yol 7MYTES Soto] 390 =XHez
dets DX Oz Qg Zuvt 7Y F&HdS
=0l= Qud ZAE EoH O|2N, 2FH
AAFES  MAIBIREE "ol 2ozt QUL
A= =ota ChEa 22 SHA7F EX5H,
oz AUeE MAISELA} ohCt

4524 21 § M 3 & XA5hs Z2utz
7tYH|E0| 7Y &80 & ()2 &= njEt=
=421 ol e =4 A ol BB
JUHez H2 $X=M O o] Y=t RAL
CHE folel Fo| HE 3A HEsie Zue
=k AS Aolgts o mat 25 ALE S
sie Lo ohish =7t ATTIdo| 2ot =3,
d3EME ?iH MEX|Yel I 4" ZA0|=
YEE U2 Adtids eH8stol H=H2
HOIEHE oKX ZRoia, =ZRo|= =79
Jt¥eEE&S 7iEHI8, =EE|, =RHIES ZEE0]

StLiel Helez  ASIRACE THAEE 7Rt
tYH| &S ME=toe FMEICHEH ZAMX0|= AYHQ
LU0 =20 € ZHe=E AZEICL D 7tYH 82
tYEe YYME HIE22 2AAL|X|2H ZEHALO|=
=5E 2 7igolct

= 7oA E HIESHOM 7HYAMERITS A2
ez ZIASIAXR o= AFos 7I1YHIES
SEEs2 2010 gl AFEES TS
AAHRD  AZoA ZEHKo|= Mol 2O

O[H}X| & OfOF SHZULY.
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Appendixes
Appendix 1: Exploratory Factor Analysis
Factor 3 Factor Eigen : ® i o
Variable Loading value Variance % Cumulative %
(F:rarlchlse Royalty cost is higher than competitors .862
oS
Opening cost(affiliated cost, interior cost, etc.) is 847
higher than competitors '
Royalty cost is higher than in the same industry. .844
Opening cost(affiliated cost, interior cost, etc.) is 843
higher than in the same industry. '
Distribution cost higher than competitors. .841 5.960 28.380 28.380
Distribution cost is higher than in the same 299
industry. '
Opening cost(affiliated cost, interior cost, etc.) is -
generally high. '
The burden of Opening cost (affiliated cost, interior 262
cost, etc.) is high. ’
Corporate Thoughts on community development .820
Persistence A favorable assessment of the community 802
Customer satisfaction 750 3.999 19.043 47.423
Continuous increase in sales 728
Confidence in sustainable growth 693
Management A net profit 779
Performance Return on investment 776
3.017 14.366 61.790
Sales 722
Rates of return compared to nearby stores 675
Franchise Overall reliability 771
Satisfaction A good decision on a franchise contract 751
- - 2971 14.145 75.935
Overall satisfaction 714
Intention to open additional franchises 643
KMO = .922, Bartlett's test of Sphericity = 3728.470 (d f= 210), p = .000
Appendix 2: Descriptive statistics (n = 200)
Variable Min Max M S.D Skewness Kurtosis
X1: Franchise 1.00 5.00 3.28 86 58 -07
Cost
ML: Franchise 1.00 5.00 3.24 86 -18 12
Satisfaction
M2: Management 1.00 5.00 3.16 76 -26 08
Performance
Y: Corporate
Persistence 1.00 5.00 3.28 .75 -.55 .86
Appendix 3: Correlation analysis (n=200)
Variable Franchise Franchise Management Corporate
Cost Satisfaction Performance Persistence
Franchise )
Cost
Franchise ) . )
Satisfaction 527
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Management - 4354 688+ )
Performance ) )
Corporate 320*** 713*** 708***
Persistence - : : ”
***p<-001
Appendix 4: Model Validity
Variable B S.E CR p Reliability AVE
Franchise Opening cost (affiliated cost, interior cost, 799
Cost etc.) are higher than in the same industry '
Opening cost(affiliated cost, interior cost, 812 078 13.136 .
etc.) is higher than competitors ) ) )
The burden of Opening cost (affiliated rn
cost, interior cost, etc.) is high 814 085 13.181
Opening cost(affiliated cost, interior cost, .
etc.) is generally high 812 084 13.137 947 692
Royalty cost is higher than in the same 865 080 14.364 -
industry. ' ' )
Royalty cost is higher than competitors. 879 077 14.710 ok
Distribution cost is higher than in the same 827 087 13.484 -
industry. ' ' )
Distribution cost higher than competitors. .844 .093 13.866 ik
Franchise Overall satisfaction 852
Satisfaction Overall reliability 811 065 16.219 ek
— - 913 724
A good decision on a franchise contract 874 067 15.973 ok
Intention to open additional franchises 793 .080 13.616 kk
Management | Sales 804
Performance "z net profit 850 086 13.806 -
- .897 .687
Return on investment 867 .093 13.980 *hk
Rates of return compared to nearby stores 782 .090 12.202 kk
Corporate Continuous increase in sales 838 910 870
Persistence Customer satisfaction 796 071 13.342 okk
Confidence in sustainable growth 841 071 14.534 ok
A favorable assessment of the community 868 068 15.285 ok
Thoughts on community development 744 076 12.080 kk
x?=485.945 (df = 98, p <.05), RMSEA =.092, SRMR = .051, CFI =.917, NFI = .911, IFI = .918, TLI = .904
*p<.05, **p<.01, ***p<.001
Appendix 5: Discriminant validity
. . Franchise Management Corporate
VETED R AETEEE Cost Satisfaction Performance Persistence
Franchise Cost 8322
Franchise Satisfaction - 5B2%* 851
Management Performance CAT R TA5*xx 829
Corporate Persistence _.350%* TT5%* 776%* 819
AVE .692 724 .687 .670

***n<.001, a) square root of AVE
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Appendix 6: Path coefficient test

Path B SE B CR(P)
Franchise Cost -> Franchise Satisfaction -.513 .068 -.562 -7.584"
Franchise Cost -> Management Performance -.057 .052 -.077 -1.097
Franchise Cost -> Corporate Persistence -.136 .052 -.160 -2.628"
Franchise Satisfaction -> Management Performance .565 .068 .701 8.290™
Franchise Satisfaction -> Corporate Persistence 482 .086 519 5.593™
Management Performance -> Corporate Persistence .536 101 .465 5.302™
*p<.05, **p<.01, **p<.001
Appendix 7: Test the significance of indirect effects
Path B(P)
Franchise Cost -> Franchise Satisfaction -> Management Performance -> Corporate Persistence -.155™
Franchise Cost -> Franchise Satisfaction -> Corporate Persistence -.248"
Franchise Cost -> Management Performance -> Corporate Persistence -.030

*p<.05, *p<.01, **p<.001




