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An Assessing of Franchisor’ s Firm Performance Based on Data
Envelopment Analysis

Kim Seonmin®
*Dept. of Business Administration, Seoultech

Abstract

Due to the severe market conditions, pre—entrepreneur seeks to start their business through
franchise company. This paper, using the data envelopment analysis(DEA) method, examines efficiency
of a group of franchise company in order to provide efficiency information with pre—entrepreneur.
Output—oriented DEA model is applied in the investigation of efficiency, and the overall efficiency score
1s decomposed into pure technical efficiency and scale efficiency. The input variables selected to
evaluate the efficiency are franchise deposit, franchise contribution cost and the output variables are
sales and number of franchises, and length of business. The results of this paper show franchise
industry have the low level of overall efficiency and the main sources of inefficiency is found technical
rather than scale. As a result, this paper provides not only the current status of efficiency information
of a franchise with pre—entrepreneur but also give warning when they sign—up with franchise business.
Keywords : Data Envelopment Analysis, Performance Evaluation, Franchise Industry, Economy of Scale
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[Figure 1] The relationship between
franchisor and franchisee
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<Table 1> descriptive statistics for input and output factors (DMU, n=59)
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<Table 2> Efficiency results of DMUs using CCR models
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<Table 3> TE, PTE, and Scale efficiency of DMUs

DMU TE_Score | PTE_Score | SE_Score DMU TE_Score | PTE_Score SE_Score
C_1 0.1409 0.4844 0.2909 C_31 0.0228 0.0732 0.3116
C_2 0.0583 0.1134 0.5138 C_32 0.2087 0.2376 0.8781
C_3 0.1594 0.2295 0.6948 C_33 0.1389 0.4845 0.2866
C_4 0.0275 0.0364 0.7551 C_34 0.1538 0.1882 0.8174
C_b5 0.0603 0.1132 0.5326 C_35 0.2927 0.2929 0.9992
C_6 0.1672 0.2672 0.6258 C_36 0.7352 0.8781 0.8372
C_7 0.2048 0.2676 0.7652 C_37 0.0257 0.0380 0.6772
C_8 0.0886 0.0980 0.9040 C_38 0.0827 0.1145 0.7220
C.9 0.8892 1.0000 0.8892 C_39 0.3563 0.3573 0.9971
C_10 0.4659 0.5276 0.8829 C_40 0.0106 0.0373 0.2838
C_11 0.0930 0.1525 0.6098 C_41 0.4153 1.0000 0.4153
C_12 0.0654 0.2238 0.2920 C_42 0.0174 0.0379 0.4584
C_13 0.1774 0.3730 0.4757 C_43 0.1219 0.5750 0.2121
C_14 0.1720 0.3542 0.4855 C_44 0.0233 0.1091 0.2139
C_15 0.1295 0.2800 0.4625 C_45 0.0115 0.0370 0.3120
C_16 0.0980 0.1898 0.5165 C_46 0.1352 0.2333 0.5796
C_17 0.4240 0.5564 0.7619 C_47 0.6654 0.7314 0.9098
C_18 0.0254 0.0750 0.3389 C_48 0.9751 1.0000 0.9751
C_19 0.0576 0.0766 0.7515 C_49 0.0196 0.0380 0.5170
C_20 0.0443 0.1840 0.2407 C_50 0.0346 0.0757 0.4573
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<Table 3 A%>

C_21 0.0635 0.2572 0.2468 C_51 0.2879 0.3071 0.9377
C_22 0.2397 0.5740 0.4175 C_52 0.2214 0.2685 0.8247
C_23 0.6910 1.0000 0.6910 C_53 0.5360 0.6136 0.8736
C_24 0.1139 0.3737 0.3047 C_54 1.0000 1.0000 1.0000
C_25 0.1640 0.1918 0.8553 C_55 0.1219 0.3747 0.3254
C_26 0.5196 1.0000 0.5196 C_56 0.2825 0.7670 0.3683
C_27 0.1058 0.1761 0.6010 C_57 1.0000 1.0000 1.0000
C_28 0.0485 0.2146 0.2259 C_58 0.0722 0.2730 0.2644
C_29 0.2905 0.4768 0.6092 C_59 0.1804 0.4688 0.3849
C_30 0.0791 0.1521 0.5198

Ak 0.0106 0.0364 0.2121 Bt 0.2375 0.3666 0.5868
FH o gk 1.0000 1.0000 1.0000 R s b 0.2643 0.3041 0.2502
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<Table 4> Category of Economy of Scale

TR A DMU?|
Constant 2
Increasing 4
Decreasing 53
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