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A Study on the Effects of the Dine-out Franchise
Headquarter’'s Management and Support Policies and
Franchise Business Operator's Managerial
Characteristics on the Bilateral Relationship and

Franchise Store's Satisfaction

SangYun Seo
JaeNam Jang**

Abstract

A franchise system develops competitive products for a franchise store through the
system established by the franchise head office. Therefore, it has advantages of expanding
the marketing effect since the risk of failure is reduced for a founder and the franchise head
office supports the overall sales, advertisement and promotional activities. Also, a franchise
store has advantages of fulfilling necessary facilities and tools on advantageous terms,
reducing expenses by purchasing in bulk, and getting a supply of products with stable
qualities.

However, aside from such advantages, franchise head offices are forcing franchise stores
to make unnecessary investments in equipments and remodel the interior. Also, franchise
business operators are being made to share the cost of marketing and multiple franchise
stores are being approved within the same business district, and franchise business
operators are suffering damages. Therefore, cases of shutting down a franchise store or not
renewing the contract are frequent.

From the position of a franchise head office, profits that are generated from franchise fees,
interior remodeling fees and supplying facilities and materials will increase as the number of

new franchise stores increases. However, franchise stores are faced with difficulties due to
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excessive competitions between similar types of businesses and the overlapping of business
districts that come from increases in the number of stores, and they eventually end up
shutting down. Therefore, in order for a franchise business operator and franchise head
office to grow and develop continuously, opening new stores is important, but successfully
renewing the contract by maintaining a relationship with an existing franchise business
operator is desirable. In this aspect, a study that examines the elements that can affect the
relationship between a franchise business operator and franchise head office is believed to be
important for the development of the franchise industry and creating safe jobs for the public.

With an emphasis on the relationship between a franchise head office and franchise store,
this study attempted to examine the effect of characteristics of a franchise head office and
franchise business operator on the bilateral relationship such as the faith and immersion, and
wished to review the effects of such faith and immersion on the satisfaction of a franchise
store, including an intention of renewing the contract. In particular, in the current situation
of great uncertainties in the market, this study also wished to examine how uncertain
market elements will affect the relationship between the characteristics of a franchise head
office and franchise business operator, and the faith and immersion. The study revealed that
among the characteristics of a franchise head office, the standardization management of a
franchise head office hinders a franchise store’s faith and immersion in a franchise head
office. Also, a franchise head office’s support was shown to increase a franchise store’s faith
and immersion. However, it was revealed that a franchise head office’s regulation and
incentive policies for a franchise store do not affect a franchise store’s faith and immersion.
Among characteristics of a franchise business operator, a franchise store’s healthy financial
status and entrepreneur spirits were shown to enhance the faith and immersion in a
franchise head office.

However, it was shown that excellent business abilities of a franchise business operator
actually reduce the immersion for a franchise head office. Also, the faith and immersion in
a franchise head office were shown to enhance the intention of renewing the contract by
increasing the satisfaction for a franchise head office. In addition, it was originally believed
that the effects of a franchise business operator’s characteristics on the faith and immersion
in a franchise head office will vary depending on the market uncertainty, but the effect of a
franchise business operator’s characteristics depending on the recognition of uncertainties
was shown to be insignificant.

Such findings show that instead of making a franchise store pay for equipment
investments and marketing and obtaining profits by force, a franchise head office should

actively support a franchise store so that a franchise store’s business activities can be
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conducted well, which will bring profits to a franchise store and ultimately to a franchise
head office. This is a more desirable direction for the development of both parties.

Implications of such findings are summarized as follows. First, it was shown that a
franchise head office’s standardization management actually reduces a franchise store’s faith
and immersion. Therefore, it is believed that instead of conducting standardization
managements for regulating and managing franchise stores, measures should be developed
so that franchise stores can actually participate voluntarily. For this, a head office should put
in efforts to develop and provide standardized manuals, and make sure that a self-review
system takes root. Second, a franchise head office’s incentives did not have significant
effects on the faith and immersion, but the support was shown to be effective. Therefore, it
can be seen that instead of taking post-measures for a franchise store, taking pre-measures
of actively supporting is more effective in maintaining a franchise store. Third, among
characteristics of a franchise head office, it was shown that a franchise store’s healthy
financial status increased the faith and immersion in a franchise head office. Therefore, when
selecting a franchise business operator, instead of thoughtlessly opening up franchise stores
for the profit of a head office, it is believed that reviewing a franchise business operator’s
financial firepower and credit status is necessary.

As for academic implications, previous studies examined the relationship by focusing on
the characteristics of a franchise head office and franchise store, but this study focused on
the characteristics of a franchise business operator. Therefore, this study dealt with the
importance of a franchise business operator’'s competence, and is significant because it
revealed the fact that a franchise business operator’s excellent commercialization ability can
become an element that hinders the immersion in a franchise head office. It was originally
believed that a franchise store’s characteristics will have different effects on the faith and
immersion depending on the market uncertainty, but it was shown that the effect of a
franchise store’s characteristics depending on the recognition of uncertainties was

insignificant, and that is the limitation of this study.

Key Words: Franchise Headquarter’'s Characteristics, Franchisee Operator’s Characteristics,

Trust, Commitment , Intention of Renewing the Contract



