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AGH HE 0.10 0.21 0.11 0.24 0.19

2| 7.06 59.34 2.66 29.57 0.10

o= H| 4.29 28.37 2.34 30.63 0.22

Az (o)) 0.66 0.47 0.65 0.48 0.80

ZEE|(HO]) 0.47 0.50 0.44 0.50 0.19
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<H 4> 2| AE! 3|2M HI} (N=1425)

Ha B S.E. OR 95% CI Q0|55
A3t -1.13 0.16 0.32 - 0.00
AH 7|2t 0.12 0.02 1.13 1.09 ~ 1.16 0.00
ZHE L 0.00 0.00 1.00 1.00 ~ 1.00 0.02
27| EZH|IEED) 0.00 0.00 1.00 1.00 ~ 1.00 0.11
2IYH H8@ED) -0.06 0.22 0.95 0.62 ~ 1.45 0.80
ZDH|(RD) 0.00 0.00 1.00 1.00 ~ 1.00 0.01
OhEH|(21) 0.00 0.00 1.00 0.99 ~ 1.00 0.08
I Az (o)) 0.14 0.12 1.14 0.91 ~ 1.45 0.26
ZYE|(HO)) -0.06 0.11 0.94 0.76 ~1.18 0.61

2| FO[HBARE), Rol3tE

124.70(8), 0.00

Hesmer-Lemeshow 22| 710| A5 RAIR%), Kol&H&

12.97(8), 0.11

Survival = A=5F + BlxYear + B2xSize +
B3xInvest + B4xOwn + B5xAd +
B6xPro + B7xExclu + B8xRoyal + ¢

o 7| A, Survival: A5 Year: AHY717F, Size:
Z HIE & Invest: 27| FAH]E Own:
29 Hg, Ad: FIH], Pro: TEH|,
Exclu: §UAGHET, Royal: ZHEH]

&, e: %2t

AT ARYZIT, F A E 4, FAH]
FoE 5% A
ER T =, AFA71Z
F HE 27 H254E(B2= 001, p= .024) 7HY B
HEo] Y2750 2 Ao & et Fal
H](B5=.000, p=0.15)9] 3¢ FA4 22 251
Ve E BZEE 002 AETHSA | dgFL

= 7
ATty & 4 glok olgte] 7] FAH|E, A9H
HlE, QXY BE, pEu), 2dEE §o4E
5% A FAX = Folet JF2 nIAA] = A
o vtehgteh. upebd Jh BASe] AEVSA
o 71 2 AL v A WSE ARk 5
% e A sIstgon, 93 BEE A A

2228 371 A Aol A A 1A
1-1%E 71 5.1 7|2
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A} Tt AR 717ke] 7]

e
B>
=4
!
e,
=)

ofd
R

2YE Fateliol 33 st AR o 28

2 =3}
Hl AE7Fs Aol 3HA FFS vAT, She 49 AE7PS 0] BotAl e Bag
AR S BT o] 7 AFG 717t A glo] 71 Eoﬂﬂ} Jeu AFF 717 A Iglo] R of
vACe) Rt R o JYAe BeE A 2IEE RIS Y HAEE G40l
Pohu Qe A9 AE/VsA0l RolAE By oAE RS R
B}, ol go] M4 5L FAH 02 o3 RS Hol
<H 5> RAHPI TotEl RZ|AE| 3EM 21} - 2| A H(N=960)
=
Ao M ZI|EXHIE Gz 2| TH=H| 12| EZE|
7|7j I & (2) HIE(2D) (2) (2) (cfap) (©ap
ARE 4B-4 0.15 1E-4 4E-4 0.27 0.44%*
EY] Zh2 5B-4 -1.08** -1E-4 5E-4 -0.30 0.13
i pN] -6E-4 3.4 _8E-4* _TE-4 -1.75%% -1.60%*
AQ2 0.00 0.75%%* 4F-4 3E-4 0.19 0.62%*
27| Zz52 0.00 0.18 1E-4 4E-4 0.38** 0.04
i pN] -1E-4 2.52% _6E-4* -6E-4 -1.82%% _1.42%x
ARD 6E-4 1.85%* 6E-4** 2F-4 0.10 0.83%*
57| =3B 6E-4 0.93 4E-4 -2E-4 -0.47* 0.26
i pN] 4E-4 -1.41 3E-4 -4E-4 -1.92%* -1.20%*
20| AFd 7|7t 0.42 0.01 0.16 0.66 0.63 0.24
E S pn g 0.95 0.05 0.00 0.21 0.02 0.00
*p < .05, **p < .01,
<H 6> RAHLTI ZSHEI 2| AE] 3| EM A} - AH| A (N=300)
=
ol N Z7|EAHg | Y Za| T SR LS
M| wme | @ | wE@ | @D B (o) (o))
AR 1E-3 -0.56 -1E-4 4B-4 -0.09 -0.30
27| 202 1E-3 0.40 0.00 4E-4 0.52 -0.43
2 9E-4 2.30 0.00 2F-4 -1.36 -0.69
AR 1E-3 -0.02 2E-4 -1E-4 0.00 -0.08
27 Z32 1E-3 0.95 2E-4 -1E-4 0.42 021
2 8E-4 2.85 3E-4 1E-4 -1.26 -0.46
AR 9E-4 0.53 5E-4 2E-4 0.11 0.15
7| =202 9E-4 1.49*% 5E-4 2E-4 -0.32 0.02
= 7E-4 3.39% 6E-4 4E-4 -1.16 -0.24
20| | AtA7|ZH 0.86 0.30 0.36 0.45 0.74 0.40
o%E I 4 0.89 0.17 0.78 0.37 0.09 0.30
*p < .05, **p < .01,
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Analysis on the effect of the Franchisor on the franchise brand

survival: Moderating role of business period, size, and industry

Jeong Soo Kim*, Ju Young Kim**

ABSTRACT

The purpose of this study is to analyze how the characteristics of the franchisor affect the survival of the
franchise brand. Previous studies did not consider the influence of strategic variables on the survival of the
franchise brand, depending on the industry, age or size of the franchisor.

In this study, therefore, the logistic regression using Johnson-Nayman technique was analyzed to determine
whether the characteristics of the franchisor differ on the survival of the franchise brand by moderating the age

and size of the business.

<Table 1> Logistic Regression Results(N=1425)

Variables B S.E. OR 95% CI p-value
constant port -1.13 0.16 0.32 - 0.00
Business period(age) 0.12 0.02 1.13 1.09 ~1.16 0.00
Total number of stores(size) 0.00 0.00 1.00 1.00 ~ 1.00 0.02
Initial Investment Costs(log) 0.00 0.00 1.00 1.00 ~ 1.00 0.11
direct-store ratio(log) -0.06 0.22 0.95 0.62 ~1.45 0.80
Advertising cost(log) 0.00 0.00 1.00 1.00 ~ 1.00 0.01
Promotion cost(log) 0.00 0.00 1.00 0.99 ~1.00 0.08
business area(dummy) 0.14 0.12 1.14 0.91 ~ 1.45 0.26
loyalty(dummy) -0.06 0.11 0.94 0.76 ~ 1.18 0.61

Chi square of model(degree of freedom), p-value 124.70(8), 0.00
Chi square of Hesmer-Lemeshow(degree of freedom), p-value 12.97(8), 0.11

First, logistic regression was performed in the same way as in previous studies to check the impact of each
variable on the survival of the franchise brand. The analysis shows that the longer the business period, the more
stores the more likely it is to survive. Through this process, it was confirmed that the variables that most affect the
viability of the franchise brand are the age of the business and the size of stores. Next, logistic regression with
moderator variables was performed to see that the effect of the independent variable on the viability depends on

the difference between the three variables, including the industry.

* Doctoral Student at Sogang Business School
** Professor of Marketing at Sogang Business School
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<Table 2> Logistic Regression Results with Moderator Variables - Restaurant (N=960)

division Initial direct-store Advertising Promotion business area loyalty
. Investment .
age size it [or) ratio (log) cost(log) cost(log) (dummy) (dummy)
the small -4E-4 -0.15 1E-4 -4E-4 0.27 0.44%**
early Medium -5E-4 -1.08** -1E-4 -5E-4 -0.30 -0.13
period large -6E-4 -3.42%* -8E-4* -7E-4 -1.75%* -1.60**
the small 0.00 0.75%* 4E-4 -3E-4 0.19 0.62**
middle Medium 0.00 -0.18 1E-4 -4E-4 -0.38%* 0.04
period large -1E-4 -2.52% -6E-4* -6E-4 -1.82%* -1.42%*
the late sz.lll 6E-4 1.85%* 6E-4** -2E-4 0.10 0.83**
period Medium 6E-4 0.93 4E-4 -2E-4 -0.47* 0.26
large 4E-4 -1.41 -3E-4 -4E-4 -1.92%* -1.20%*
p-value age 0.42 0.01 0.16 0.66 0.63 0.24
size 0.95 0.05 0.00 0.21 0.02 0.00

*p < .05, **p < .01,

According to the analysis of the restaurant industry, the age was classified as 0 ~ 3.4 years in the early stage, 3.4
~ 7.5 years in the middle stage, and more than 7.5 years in the late stage. The size was classified as less than 61 as
small, 61 ~ 215 as medium , and 215 as large. The moderating effect of the business age on the ratio of direct
stores and advertising expenses is significant. The moderating effect of business size on the direct store rate,

advertising cost, protection of business area and royalty is significant.

<Table 3> Logistic Regression Results with Moderator Variables - Service (N=300)

division Initial direct-store Advertising Promotion business area loyalty
. Investment .

age size it [ar3) ratio (log) cost(log) cost(log) (dummy) (dummy)
the small 1E-3 -0.56 -1E-4 -4E-4 -0.09 -0.30
early Medium 1E-3 0.40 0.00 -4E-4 -0.52 -0.43
period large 9E-4 2.30 0.00 -2E-4 -1.36 -0.69
the small 1E-3 -0.02 2E-4 -1E-4 0.00 -0.08
middle Medium 1E-3 0.95 2E-4 -1E-4 -0.42 -0.21
period large 8E-4 2.85 3E-4 1E-4 -1.26 -0.46
the late sme.lll 9E-4 0.53 SE-4 2E-4 0.11 0.15
period Medium 9E-4 1.49% SE-4 2E-4 -0.32 0.02
large 7E-4 3.39% 6E-4 4E-4 -1.16 -0.24
p-value age 0.86 0.30 0.36 0.45 0.74 0.40
size 0.89 0.17 0.78 0.37 0.09 0.30

*p<.03, *p < .01,

As aresult of the analysis of the service industry, the age was classified as 0 ~ 4 years in the early stage, 4 ~ 7.9
years in the middle stage, and more than 7.9 years in the late stage. The size was classified as less than 166 as
small, 166 ~ 491 as medium , and 491 as large. There are no variables that show significant moderating effect of

the age. The moderating effect of the size on protection of business area is significant.



<Table 4> Logistic Regression Results with Moderator Variables - Retail (N=165)

division Initial direct-store Advertising Promotion business area loyalty
age size Investment ratio (log) cost(log) cost(log) (dummy) (dummy)
Costs (log)

the small 6E-3* 6E-3 1E-3* 1E-4 0.36 -0.11

early Medium 6E-3* 6E-3 1E-3* 7E-4 -0.69 -0.80
period large 7E-3* 7E-3 7TE-4* 2E-3* -3.48 -2.63% |

the small 4E-3%* 4E-3 7E-4* -3E-4 0.03 0.07

middle | Medium 4E-3* 4E-3 SE-4* 2E-4 -1.02 -0.62
period large 5E-3 5E-3 3E-4 2E-3 -3.81 245% |

the late small 1E-3 1E-3 2E-4 -7E-4 -0.33 0.25

. Medium 2E-3 2E-3 1E-4 -2E-4 -1.37 -0.43
period [ e 2E-3 2E-3 2E-4 2E-3 4.16 2265 |

p-valu age 0.10 0.11 0.04 0.11 0.52 0.65

e size 0.76 0.31 0.31 0.01 0.32 0.09

*p<.03, *p < .01,

According to the analysis of the retail industry, the age was classified as 0 ~ 4.8 years in the early stage, 4.8 ~
9.9 years in the middle stage, and more than 9.9 years in the late stage. The size was classified as less than 180 as
small, 180 ~ 657 as medium , and 657 as large. The moderating effect of the business age on the ratio of
advertising expenses is significant. The moderating effect of the size of business on the promotion cost and
loyalty is significant.

The longer the business period was, the more likely it was to look like the following. First, in the case of
restaurant business, the ratio of direct-stores and royalties have a positive effect on the survival possibility, a
negative impact on advertising costs, and a negative impact on the protection of business areas. In the case of the
service industry, the proportion of direct-stores has a positive effect on the survival possibility. In the case of
retail, the positive impact of advertising costs increased, the positive impact of initial investment declined, while
the negative impact of royalties decreased.

Meanwhile, as the size of the industry increased, the more likely it was to look like the following. In the
restaurant business, the ratio of direct-stores, advertising costs, protection of business areas, and royalties have
had a negative impact on the survival possibility. There was no significant effect on the service industry. In the
case of retail, the positive effect of the initial investment cost and the advertising cost on survival has increased,
but the negative effect of royalties has also increased.

In the early stage of the age, it was confirmed that growth at the direct-stores could have a negative impact on
survival because the number of franchise-stores would have to be expanded rapidly to accommodate large-scale
stores. In other words, direct-stores is more costly than expansion through franchise stores, which has a negative
impact on survival. Therefore, franchise-centered growth is appropriate for early expansion. In the case of
service, the longer the business period and the bigger the scale, the higher the probability of survival of the

affiliated brands. Because of the nature of the service, employees are very involved in the production and
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provision process, and even if the same service is provided, it is very difficult to standardize because the
difference in quality is likely to occur depending on the person providing the service. Especially, as the size of
affiliated brands increases, quality control can become difficult. In this case, the franchise headquarters can
provide the empirical basis that can be provided to the franchisee, and it can be concluded that the above results
are obtained because the retail store where the new franchisee can utilize it as the training and training place
becomes very important.

Also, if the initial size of the business is small, it is more appropriate to invest more in expanding the franchise
rather than making a lot of investment. It did not have a significant impact on survival even at the initial small
scale of the project and could not be said to have a positive effect on survival even if the project duration was kept
small. This is because the franchise headquarters can get more profit through more franchise stores when the
business area is not protected, and the motivation of the franchisee to succeed is intensified because of the fierce
competition of the franchisees. On the other hand, it was found that imposing royalties on a large scale at the
beginning of the project lowers the possibility of survival.

In addition, the highly accomplished and successful franchisor tend to have more than one franchise. At this
time, even though the first one was successful, the second or third one was successful and looked at what the
survival period was. The analysis showed that the survival period was not consistent as companies owned the
same brand. In particular, when a company has multiple brands, the later a brand it has, the less time it has to

survive.
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<Figure 1> Difference in the average life span according to the order of the brands in possession



The implications of this study are as follows. First, it is necessary to interpret the results of the study by
considering the age, size, and type of business. The relationship between general variables is not practically
applicable, and can lead to scholarly errors. Secondly, in analyzing the effect of franchise brand on survival, based
on the results of division according to age, size, and type of business, franchise headquarters should identify
various factors when establishing franchise brand survival strategy. For example, in the early stage of a business,
it is necessary to reduce support to franchisees to a minimum and to focus on expansion of franchisees. In the case
of service companies, the strategy of increasing the number of retail stores should be used because the importance
of direct stores increases as business expands . In addition, it can be used as a resource for more reasonable
judgment considering various factors when investing in affiliated businesses.

On the other hand, this study can be utilized in policy aspect. Currently, the government is implementing
various policies such as supporting promising brands and selecting excellent brands in order to activate the
franchise brand. When these policies are implemented, it is necessary to develop a support system that can
strengthen competitiveness through appropriate policies considering business period, size and industry. For
example, a new franchise brand should provide a platform for growth in order to achieve economies of scale, and
a brand that has already achieved sufficient growth should be able to identify the characteristics of the business
and continue to develop it. In addition, the criterion for evaluating excellent franchise brands can be helped to be
guided by what kind of strategy should be implemented for strengthening business through detailed evaluation

criteria considering period, size and industry.

Keywords: franchise business, franchise brand, moderating effect, logistic survival analysis






