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Abstract

Purpose: The franchise system started by Singer Sewing Machine in the US is acting as a national economic growth engine in terms of job creation
and economic growth. In China, the franchise system was introduced in the mid-1980s. And since joining the WTO, it has grown by 5-6% every year.
However, compared to the growth rate of franchises, studies on shared growth between the chain headquarters and franchisees were insufficient.
Accordingly, recent studies related to shared growth between the chain headquarters and franchisees have been active in China. The purpose of this
study is to examine the knowledge transfer system between the knowledge creation, knowledge sharing, and the use of knowledge by franchise chain
headquarters in China. In addition, the relationship between franchise satisfaction and performance is identified. Research design, data, and
methodology: The data were collected from franchise stores in Sichuan, China, and were conducted with the help of oo Incubation, a Sichuan Province-
certified incubator. From November 2020 to January 2021, 350 copies of the questionnaire were distributed in China, and 264 copies were returned.
Of these, 44 copies with insincere answers and response errors were excluded, and 222 copies were used for analysis. The data were analyzed with
SPSS 22.0 and AMOS 22.0 statistical packages. Result: The results of this study are as follows. First, knowledge creation has been shown to have a
statistically significant impact on knowledge sharing and knowledge utilization. In particular, the effectiveness of knowledge creation was higher in
knowledge sharing than in knowledge utilization. And we can see that knowledge sharing also has a statistically significant e ffect on knowledge
utilization. Second, knowledge sharing was not significant for transaction satisfaction and business performance, and knowledge utilization was
significant for transaction satisfaction and business performance. These results can be said to mean less interdependence of the Chinese franchise
system. Finally, transaction satisfaction was statistically significant to business performance. The purpose of this study was to examine the importance
of knowledge management to secure long-term competitive advantage for Chinese franchises. This study shows that knowledge sharing is important
for long-term franchise growth. And we can see that there is a lack of knowledge sharing methods in the case of franchises in China. I naddition, it was
found that the growth of Chinese franchises requires systematization of communication, information sharing measures and timing, help from chain
headquarters, and mutual responsibility awareness.
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Figure 1 : The estimated structural model

ATE5Ns 57| flof = G@7= ZK0|= Yol uH
= U= T AMEE WY BHaZ| TS 22 HAE
ULt A0l AL E SHS2 ThEe EAZ YA B, 7|
= a=0 = HEF HAEeH, 0|F Soto] U8E &5
=0 Oist O S HE tietdsel dEE 74 2850 o
FeIRACE 22|10 oHE = FE ug, 27t Hdez 22 Y
50| O|ROF 2D, T ZUXO0|= IMYFHFE YLz 2ES

off CHSt HEES 2UALE

HOEH= 3= ARIEUY HQ2| ZMA0|= JHYHSZREH =
den, Y 2T YE|7|Ee OOYRHOIMS] EF
2rop MA|ZIQACt HEX|lE 20208 1MEREH 20214 171X
TO|A] 35057 HIEE[O 26457t B|+E|RICD, O] & 294
A 2F7t U 487} H Q|1 222871 ZM0f O] &E|UCE
HIO|E{= SPSS 2201F AMOS 220 &4 7 |X|2 2ME[U

al

4> I off mo
A rE
n

Chag Won LEE / Korean Journal of Franchise Management Vol 12 No 4 (2021) 1-11

of ~ 78 012 2™-CHE ZSHE|ACHsee Appendix 1).

2 879 RRHEE (n=2220 Cipt LHtAN E42 Table 12+ 2
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C}. & Heten,
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Table 1: Demographic Profiles (n = 222)

Category Frequency (n) %

Male 142 56.7
Gender

Female 80 43.3

Under 30 42 16

30-39 67 25

Age

40~ 49 81 31

50 or more 32 12

0 18 7

Whether or not Under 6 Month 31 12
prewoqsly 6 Month ~ 1 Years 37 14

engaged in the

same industry 1~3 Years 109 41
Upper 3 Years 27 10

2 70| AFSE AT o| EfE Dt MEYE 39| B
OF HTEIUCL HM, EHMN lRME B 5 59| T
Etebdut HEEE AT0| HAIZIQUCE BN QolgM2 =Y
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T|of, LHX L2 0| ZEE|QUCH (see Appendix 2). =M, Cronbach-o
=4g &% MElE 24 Z3t (Churchil, 1979, 2= BE2

Cronbach-a %f0| 700 O|&S=Z EAME|of, M|k ZHEE|QICH
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[e]

=
ABSI7| fUsto] &olN Q12 AM (confirmatory factor analysis: CFA)
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Table 2: Correlation Coefficient Results

Constructs 1 2 3 4 5
Knowledge creation 762
Knowledge sharing 656 | .860
Knowledge utilization .607 | .602 | .691

Transaction satisfaction A74 | 374 | 626 | .710
Business performance 505 | .344 | 588 | .623 | .722
Mean 4.970(3.934| 4.569|4.926|5.418

SsD 1.199|1.455(1.119| 1.098| 1.005
Bold numbers indicate the square root of AVE
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Figure 2: Estimates of the Structural Model
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Appendix
Appendix 1. Measurement Variables
Factor .
ltems Variable Reference
e The latest trends in technology, policies, and prices of chain headquarters ,
’ . . . ! Jung et al. (2016)
Knowledge | e Knowledge learning and knowledge creation to improve customer satisfaction, Im & Do (2011)
Creation e Creating a new knowledge for innovation in the inner process of the Franchise System of :
. Reiche et al. (2015)
Chain Headquarters
* The degree of knowledge sharing that will be transferred to the chain headquarters,
Knowledge | e The degree to which the knowledge created between the franchisee and the chain Gong & Lee. (2019),
Sharing headquarters is freely shared with the chain headquarters, Wang & Wang (2012)
e Efficient sharing system of accumulated knowledge and activities
¢ The degree to which the knowledge of the chain headquarters is used to operate a franchise,
Knowledge | e Comparisonand utilization of knowledge between franchisees, Gong & Lee. (2019),
Utilization ® The degree to which better knowledge is used by using the knowledge utilization system Ipe (2003)
between franchisees
e Satisfied with the performance of business related to the chain headquarters, Kim et al. (2015),
Transaction Overall satisfied with the support policy of the chain headquarters, Kang & Im (2020)
Satisfaction Satisfied with listening to the opinions of franchisees and reflecting the business of the chain Skinner, Gassenheimr
headquarters & Kelly (1992)
Business * Revenue increased compared to other Franchise store, ' Lee (2014),
Logistics costs, transaction costs, and product costs are reduced compared to Franchise
Performanc Lee etal. (2015),
store, -
e . . . . . ) Kim & Park (2018)
e Compared to other Franchise store, service quality and customer satisfaction are higher
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Appendix 2: Measurement Model Resulting from Factor Analysis and Reliability

headquarters

Standardized Eigen .
e Factor Loadings | Value | Cumulative % | Cronbach a
Knowledge Utilization 4.54 19.73 .935
The degree to which better knowledge is used by using the knowledge
o ) .867
utilization system between franchisees
Comparison and utilization of knowledge between franchisees .852
The degree to which the knowledge of the chain headquarters is used 813
to operate a franchise ’
Transaction Satisfaction 3.66 15.90 .886
Satisfied with listening to the opinions of franchisees and reflecting the
. ) 787
business of the chain headquarters
Overall satisfied with the support policy of the chain headquarters 739
Satisfied with the performance of business related to the chain
485
headquarters
Business Performance 3.52 15.30 .894
Logistics costs, transaction costs, and product costs are reduced 814
compared to Franchise store ’
Compared to other Franchise store, service quality and customer 769
satisfaction are higher ’
Revenue increased compared to other Franchise store 672
Knowledge Creation 2.79 12.13 .852
The latest trends in technology, policies, and prices of chain 777
headquarters :
Creating a new knowledge for innovation in the inner process of the 760
Franchise System of Chain Headquarters ’
Knowledge learning and knowledge creation to improve customer 697
satisfaction :
Knowledge Sharing 2.30 9.99 728
Efficient sharing system of accumulated knowledge and activities .806
The degree to which the knowledge created between the franchisee 689
and the chain headquarters is freely shared with the chain headquarters ’
The degree of knowledge sharing that will be transferred to the chain 601
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Appendix 3: Measurement Model Resulting from Confirmatory Factor Analysis 2

11

Standardized b o
B Factor Loadings e e
Knowledge Creation .805 .580
The latest trends in technology, policies, and prices of chain
.749
headquarters
Creating a new knowledge for innovation in the inner process of the 838
Franchise System of Chain Headquarters )
Knowledge learning and knowledge creation to improve customer 692
satisfaction )
Knowledge Sharing .894 .739
The degree of knowledge sharing that will be transferred to the chain 808
headquarters )
The degree to which the knowledge created between the franchisee
and the chain headquarters is freely shared with the chain 877
headquarters
Efficient sharing system of accumulated knowledge and activities .892
Knowledge Utilization 733 478
The degree to which the knowledge of the chain headquarters is used 684
to operate a franchise ’
Comparison and utilization of knowledge between franchisees .689
The degree to which better knowledge is used by using the knowledge
o ) .701
utilization system between franchisees
Transaction Satisfaction .749 .504
Satisfied with the performance of business related to the chain
572
headquarters
Overall satisfied with the support policy of the chain headquarters .786
Satisfied with listening to the opinions of franchisees and reflecting 753
the business of the chain headquarters )
Business Performance 815 .596
Logistics costs, transaction costs, and product costs are reduced 760
compared to Franchise store )
Revenue increased compared to other Franchise store .821
Compared to other Franchise store, service quality and customer 734
satisfaction are higher )
2x2 =198.479 (p = .000 ,df = 80), GFI = .900, AGF| = .850, CF1=.962, NFI = .939, IFI = .962
® CCR (Composite Construct Reliability)
°AVE (Average Variance Extracted)
Appendix 4: Structural Estimates
Path Estimate t-value P Results
H1 Knowledge Creation - Knowledge Sharing .665 8.585 .000* Supported
H2 Knowledge Creation - Knowledge Utilization 450 4172 .000** Supported
H3 Knowledge Sharing i Knowledge Utilization 313 3.028 .000** Supported
H4 Knowledge Sharing —  Transaction Satisfaction -.029 0.279 781 Non Supported
H5 Knowledge Utilization —  Transaction Satisfaction .669 4677 .000** Supported
H6 Knowledge Sharing - Business Performance -.030 0.320 .750 Non Supported
H7 Knowledge Utilization - Business Performance .393 2.728 .000* Supported
H8 Transaction Satisfaction - Business Performance 379 3.193 .000** Supported

*p<.001




