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A Study of the Evaluation of Franchisee Satisfaction

Youngseok Son*, Byunghoon Lim"™*

Abstract

The market size of Korean franchise industry has grown to 9.5 billion won in 2010 and the
number of franchisee is also increased to 310 thousands as of 2012, The drastic growth of
Korean franchise industry is mainly attributed to the retirement of babyboomers in recent years
and the trend will be expected to continue for some time, However, the business opportunity
for franchisees is not so promising due to the fierce competition among them and diminishing
consumption by consumers, Therefore, it is crucial for prep franchisee to evaluate the capacity
of the franchiser and the business chance very closely before the start of new business. For
this, the information from the acting franchisee, like the satisfaction level, is very important for
prep franchisee. However, in Korea, the info of franchisee satisfaction is not easily available
though many government and private institutions survey the franchisee satisfaction regularly as
they do not open the information,

To solve the problem, we developed the measurement model of franchisee satisfaction. We
performed an empirical study using the model and showed the results for two major franchise
industries, chicken stores and convenience stores, For this, firstly, existing scientific research
papers regarding the success factor of franchise business and the franchisee satisfaction index
were reviewed. Secondly, evaluation systems of franchise business both in Korea and other
countries were investigated fully. Based on the review, we suggested a hypothetical
measurement model of franchisee satisfaction composed of 6 satisfaction factors and 35
specific variables.

To check the propriety of the suggested model, we performed a survey of 107 franchisees in
the Seoul metropolitan area and collected data. Using the data collected, we performed a series
of statistical analysis. From the exploratory factor analysis, 6 satisfaction factors were selected.
The correlation analysis was performed to reduce the number of variables based on the
similarity among variables. The reliability test for variables in each factor was applied and

finally the confirmatory factor analysis was performed.

* Hallym University, The Major in Advertising and Public Relation, Professor(ysgson@halym.ac. kr)
** Inha University, College of Business Administration, Professor(lim6321@inha.ac.kr)
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Based on the results, the measurement model of franchisee satisfaction as finalized. In

(Table 1), the franchisee satisfaction model, composed of 6 categories and 29 variables, is

shown,

(Table 1) Variables in each Satisfaction Category

satisfaction category

variables

products

marketability and differentiation of products
image and attraction power of brand

franchise system

size of franchiser

leadership of CEO

history

long—term growth strategy
continuous new product introduction
job process of employee

SCM

support system

systematic trade analysis

financial support for store open

store management manual

continuous visit and attention by supervisors
advertising and promotion

information flow

relation between
franchiser and
franchisee

trust

priority of franchisee interest
fairness in contract

problem solving

protection of trade area
support during store open

financial performance

level of margin

startup cost

amount of loyalty

profit level

business opportunity relative to other franchises

results variables

overall satisfaction
would start this business again if | start again
would recommend to friends

Using the developed franchisee satisfaction model, we performed a main survey for two

franchise industries, chicken stores and CVS, in which the number of franchisees and the level

of competition is very high. For each industry, we selected 4 top brands based on the number
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of stores and we surveyed 30 stores for each brand in major cities of Korea. Finally, data from
240 franchisees were collected during November 2012,

The results of franchisee satisfaction from the survey is shown in (Table 2). Overall, the
level of franchisee satisfaction was not that high for both industries. The average of total
franchisee satisfaction index were 60.0 and 59.9 points out of 100 points for chicken stores and
CVS respectively, which were lower than results from other studies applied to consumer and

business industries,

(Table 2) The Average of Franchisee Satisfaction Index

chicken stores CVS

total satistaction 4.71 470

products 515 510

_ system 5,06 507
7;2323 support 4.80 477
mutual trust 4.56 4,48

financial performance 4.03 4.09

overall satisfaction 4.03 4.06

total satisfaction 62.0 61.7

products 691 68.3

. system 67.6 67.8
102;?;% support 63.3 63.1
mutual trust 593 58.0

financial performance 50.5 51.6

overall satistaction 50,5 510

The level of franchisee satisfaction was found to be different across brands for both
industries, For chicken franchise, Kyochon ranked the highest at 64,9 points out of 100 as
shown in (Table 3), followed by Nene, Perikana, and BBQ. The satisfaction score for BBQ,
the market leading brand, was found to be relatively low even with the highest sales level due

to higher expectation, For CVS, GS25 ranked the first at 64.4 as shown in (Table 4) , followed

by MiniStop, Seven Eleven, and CU,
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(Table 3) The Average Score of Franchisee Satisfaction (Chicken Stores)

Kyochon NeNe Perikana BBQ

total satisfaction 66.2 63.4 60.0 58.4

products 742 672 64.4 706

100—points system 70.2 69.4 63.9 67.0
score support 65.3 65.6 62.3 60.1
mutual trust 64.0 61.8 581 531

financial performance 5772 529 50.7 412

(Table 4) The Average Score of Franchisee Satisfaction (CVS)

GS25 MiniStop | Seven Eleven Cu

total satisfaction 66.2 61.4 60.5 58.6

products 722 66.4 675 66.9

100—points system 707 653 69.4 65.8
score support 66.6 63.2 62.6 589
mutual trust 64.4 59 4 54.4 537

financial performance 572 52.6 487 478

Keywords : Franchise industry, Franchisee satisfaction, Chicken store, CVS






