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Abstract

The after China’s reform and opening up, the country has been facing the era of material
abundance based on its economic power. The Chinese food industry has been growing along
with economic growth, high quality, and diversified customer needs. Also, as Chinese people
have strong attachment to food, many food franchise companies have been also growing
rapidly.

As the Chinese government encourages and supports the field of food franchises, so that the
quality and quantity of the Chinese restaurant industry have been improved largely. Meanwhile
with the support of the Korean government to enter the overseas market, the number of
Korean franchise companies are increasing to operate their business in China. Under the
influence of Chinese food industrial climate, Korean companies are also in search of global
market advancement to China. However, the risks in China are unexpectable, which means
that the recent move of China is literally showing rugby action, criticism of operating
businesses in China has been climbed up and the domestic SMEs are seriously considering
whether to stay or leave.

This study investigates the environmental risks of Chinese enterprises, in which the food
franchise companies could experience, to manage any risks from entering the Chinese market
with uncertainty. Through SWOT analysis and cases, strategies to avoid the risks are
suggested for Korean companies to enter the Chinese markets.

Therefore, this study researches in the current status of Chinese and Korean restaurants,
explores any risks in China in terms of exports to China and market advance, develops
strategies to avoid those risks, and provides essential suggestions for entering into Chinese
market.
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Fig. 1. Franchise Companies by Region in China

2016 Franchise Status by Region
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Resource: Current Status and Advancement Plan of Chinese Franchise Market (KOTRA 2016)
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Fig. 2. Chinese Franchise Industry Status
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Table 2. China Risks SWOT Strategy
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7199 T ARAE gaas Fu g AT

Opportunity Threat
o SO Strategy o ST Strategy

- Positive response to Korean brands such - The corporate image of Korean

as fast food, sashimi, Korean food, and companies and the atmosphere of
S coffee along with the Korean Wave homelessness due to the Korean Wave
t craze are coexisting simultaneously
r + Benchmarking is needed as the number It is expected that there will be
e of cases of domestic dining brand difficulties for certain brands to enter into
n expansion in China increases China due to the atmosphere of
g - Learning Effect on Chinese Risk US-China trade disputes.
t - Cooperation of count trade concept -We need a customer relationship
h according to advancement of domestic strategy that attracts consumers in China

restaurants from a mid- to long-term perspective.

- Willingness and ability to localize local

restaurants

o WO Strategy o WT Strategy

- There is a certain area that competes - If market conditions such as China's

with domestic restaurants such as Beijing failure to advance into China due to lack

Wang Jing and Shanghai korean Town, of localization preparation for Korean

so it is necessary to sort out restaurants restaurants and the political uncertainty
W ; . . : o
o industry items in China are adversely affected, it is
a - It is necessary to find strategies that can expected that it will be difficult to enter
K complement weaknesses such as market the market and expand its market share.
n information  exchange, legal franchise - Exit strategies need to be considered at
e legal information exchange, joint food entry
s purchase, - Joint venture requires preparation of
s - Identify the needs of Chinese consumers ownership of assets and guarantees of

and establish strategies from a macro- ownership upon withdrawal

and long-term perspective to realize - Quick withdrawal is needed when

customer value negative indicators such as sales drop,

yield decline, and market share decline
occur
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