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Abstract

The purpose of this research was to investigate the success factors of the foodservice franchise business.
This study examined relevant literatures, set up some hypotheses to solve main questionable consideration

and made a comesponding empirical analysis.

For the empirical analysis, a questionnaire survey was

applied to ttotal 120 franchisers who have operated franchise business around Seoul. The result from
the multiple regression model shows that the success of the franchise business is influenced by the
operating system, the brand system, the educational system, and the franchisees' activities. As mentioned
in the literature review and empirical analysis, it is found that the above mentioned four systems are
equally affected by franchisers' success factors. The limits of this study include the fact that it has selected
and researched around Seoul and four factors. Future research should be done from the perspective
of such factors as culture, economy, region, menu, service and so on.
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{Table 1> Quassification of franchise businesses by assistance, control

Product distribution franchise

Business format franchise

Supplier-Dealer relation selling franchisor's product. Fran-
chisor's is not providing all system business operating but
is licencing registration ticket for the franchisee.

Franchisor's product & service is sold by franchisor's
registration lavel and is operated franchisor's supplier
system. Franchisor provides education, marketing,agenet
for franchisee.

ex: Coca-cola, Ford, Texaco

ex: McDonald, 7-Eleven, Jani-king
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{Table 2> Demographic data of the respondents

. Fre- Percen-
Factor Section
quency tage(%)

Male 106 88.3
Gender

Female 14 11.7

Under 30 8 0.7

31~40 30 25.0
Age

41~50 54 45.0

51~60 28 233

Under 10,000,000 15 12.5
Monthly 10,000,001 ~20,000,000 30 25.0
income 20,000,001 ~30,00,000 47 39.1
(won) 30,000,0001 ~40,000,000 26 21.7

Over 40,000,000 2 1.7

Under high school 22 18.3
Educational College 48 40.0
background  University 32 26.7

Graduate school 18 15.0

Under 30 22 18.3

31~40 12 10.0
Number of

O 41~50 4“4 367

franchisees

51~60 24 20.0

Over 60 18 15.0

Under 1 years 28 233
Business Under 1~3 years 46 38.4
period Under 3~5 years 34 28.3

Under 5~10 years 12 10.0
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{Table 3> Reliability analysis

Variable

Cronbach's «

Brand factor 0.757 3ollA HE v} o] 1 ke E5F 0.6 o]Ae
Sucess Franchisee's activity factor  0.861 0.837 = 14-1:,]-1,]- 47]]9] AE Q0 5= 7]-@ @%_oﬂ
fackor - System facor 0899 1SRt AT BHL B A A
Education factor 0.819 g 7S A=) 98 I AN S 24
{Table 4> Feasibility analysis of the success factors
Variables Factor 1 ~ Factor 2 Factor 3  Factor 4
Teamwork of the staff 0.42 0.13 0.63 0.01
Communication with franchisees 0.22 0.11 0.71 0.21
communication system 0.23 0.31 0.26 0.01 Exclude
Menu Standard 0.39 0.21 0.69 —0.02
Staff organization of the franchisor 0.22 0.11 0.75 0.16
Franchisor's distribution system 0.23 0.22 0.71 0.22
Franchisor's personnel system 0.10 0.22 0.21 —0.21 Exclude
Franchisor's national advertising 0.56 0.23 0.02 0.19
Franchisor's local advertizing 0.69 0.31 0.11 0.15
Franchisor's brand recognization 0.66 0.41 0.03 0.08
Franchisor's brand image 0.75 0.31 0.05 —0.03
Contest participation of franchisees 0.64 0.15 0.26 0.20
Reputation of a franchise owner 0.71 0.17 0.22 0.19
Franchisor's product popularity 0.76 0.22 0.28 0.15
Educational manual 0.11 0.32 0.28 0.68
Educational background of the staff of the franchisor 0.08 0.33 0.31 0.69
Franchisor's education 0.31 0.22 0.06 0.58
Educational training system 0.21 0.31 0.17 0.59
Educational training evaluation 0.11 0.23 —0.00 0.32 Exclude
Training for franchise owners 0.15 0.17 —0.01 0.59
Foundation experience of franchisee operators 0.27 0.68 0.21 0.28
Social activities of a franchise owner 0.33 0.55 0.23 0.31
Management capability of a franchise owner 0.16 0.66 0.29 0.06
Services of a franchise owner —0.15 0.76 0.08 0.01
Positive efforts of a franchise owner 0.05 0.75 0.15 0.22
Menu development of a franchise owner 0.20 0.66 —0.07 0.17
Sufficient funds of a franchise owner 0.21 0.22 —0.07 0.20 Exclude
E:gen value 5.07 4.79 4.22 3.55
Variation(%) 20.77 16.55 14.22 9.08
Accumulation(%) 20.77 3732 51.54 61.34
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{Table 5> Result of the regression analysis <H1>
Dependent variable Gross sales ratio earning rate
Unstandardized Standardized
coefficient coefficient f p-value

Independent variable B Standard error B
(Constants) 1.52 0.35 0.17 4.55 0.00
Teamwork of the staff 0.16 0.10 0.21 1.70 0.09*
Communication with franchiees 0.25 0.15 —0.01 1.73 0.09%*
Menu Standard —0.01 0.11 —0.00 —0.06 0.97
Staff organization of the franchiser —0.10 0.12 0.33 —0.08 0.48
Franchisor's distribution system 0.31 0.14 0.11 2.63 0.01***

R=0227, F=5.784

* p<0.05, ** p<0.01, *** p<0.00.
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{Table 6> Results of the regression analysis <H2>
Dependent variable Gross sales ratio earning rate
Unstandardized Standardized
coefficient coefficient f p-value
Independent variable B Standard error B
(Constants) 1.77 0.31 5.44 0.00
Franchior's national advertising 0.06 0.06 0.10 1.01 0.31
Franchisor's local advertizing 0.07 0.06 0.10 —0.68 0.50
Franchisor's brand recognization 0.17 0.10 0.21 1.84 0.05*
Franchisor's brand image 0.15 0.00 0.22 1.85 0.06%*
Contest participation of franchisees —0.06 0.08 —0.06 —0.69 0.50
Reputation of a franchise owner —0.06 0.09 —0.07 —0.79 0.42
Franchisor's product popularity 0.20 0.11 0.22 1.50 0.06%**
R*=0.248, F=0.043
* p<0.05, ** p<0.01, *** p<0.001.
{Table 7> Results of the regression analysis <H3>
Dependent variable Gross sales ratio earning rate
Unstandardized Standardized
coefficient coefficient f p-value
Independent variable B Standard error B
(Constants) 1.52 0.31 —0.07 5.26 0.00
Educational manual —0.07 0.12 0.01 —0.57 0.55
Educational background of the staff of the franchisor  0.01 0.08 0.22 0.14 0.79
Education of the franchisor 0.18 0.10 0.30 1.82 0.07
Educational training system 0.30 0.12 0.01 2.70 0.01
Educational training evaluation 0.01 0.08 0.21 0.12 0.78
Training for franchise owners 0.02 0.13 1.73 0.09
R*=0275, F=6.299
* p<0.05, ** p<0.01, *** p<0.001.
{Table 8> Results of the regression analysis <H4>
Dependent variable Gross sales ratio earning rate
Unstandardized Standardized
coefficient coefficient f p-value
Independent variable B Standard error B
(Constants) 2.25 0.31 7.44 0.00
Foundation experience of franchisee operators 0.18 0.11 0.18 1.78 0.08
Social activities of a franchise owner 0.03 0.11 —0.03 —0.22 0.80
Management capability of a franchise owner —0.21 0.08 —0.23 —2.54 0.01
Services of a franchise owner 0.18 0.12 0.19 1.79 0.19
Positive efforts of a franchise owner 0.43 0.12 0.44 3.95 0.00
Menu development of a franchise owner —0.02 0.10 —0.04 —0.15 0.87
Sufficient funds of a franchise owner —0.02 0.10 —0.04 —0.24 0.80

R’=0282, F=7514

* p<0.05, ** p<0.01, *** p<0.001.
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{Table 9> Results of the regression analysis <H5>

Dependent variable Franchisee business sucess
Unstandardized Standardized
coefficient coefficient f p-value
Independent variable B Standard error B
(Constants) 1.03 0.38 3.19 0.00
Gross sales ratio earning rate 0.29 0.07 0.27 3.01 0.00

R*=0.282, F value=18.291
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