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Abstract

Brands play a critical role as a core asset and the primary driver for corporate growth because of their power of identity
and influence on customers’ perceptions in restaurant industry. However, in spite of diverse and dynamically changing
recent brand portfolio strategies of restaurants, a study on the effect of brand diversification on financial performance has
been rarely conducted in the restaurant industry context. Considering competing viewpoints regarding diversification’s
influence on financial performance, the purpose of this study is, therefore, to examine the effect of brand diversification on
firm performance of restaurants. The results indicated that brand diversification is positive effect to profitability. Brand
diversification seems to be attractive and might be a reasonable growth strategy to expand market power by satisfying
diverse consumer needs. Therefore, restaurant managers should be consider in implementing brand diversification strategy
especially in dynamically changing trend of brand diversification in the current restaurant industry.
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<Table 1> Sampled Restaurant Firms

External Audit Period (year)

Restaurant Firms

Amoje Food Inc., Brkorea Inc., Eweon Inc., Hanwoori Food Inc., Lotteria Inc., McKim Inc., Pureun

CJ Foodville Inc., Domino's Pizza Korea Inc., Hdagen-Dazs Korea Inc., Pariscroissant Inc., Starbucks

BonlF Inc., ET&Zeus Inc., Etang Inc., Gimgane Inc., Jangchungdong Wangjokbal Inc., MPK Group

Inc., Papa John's Korea Inc., Richfood Inc., SB Food Inc., Sevensprings Inc., Smoothieking Korea

Chaesundang Inc., Cocobruni Inc., Coffine Gurunaru Inc., Fugetsu Korea Inc., H&DE Inc., Into

Franchise Systems Inc., Kappa Create Korea Inc., Korea 153 Nongsan Inc., Shinhwaifood Inc.

19992012 F&D Inc., Shillabakery Inc., Sunatfood Inc.
2000~2012 TS Food&System Inc.
2001~2012 Coffee Korea Inc.
2002~2012 Coffeebean Korea Inc., Kyochon F&B Inc., Nolboo NBG Inc.
2003~2012
2004~2012
2005~2012 Shinsegae SVN Inc.
2006~2012 Gen Food Inc., Wonandwon Inc.
2007~2012
Inc., Tom N Toms Coffee Inc.
2008~2012 Jangsanwooga Inc.
2009~2012 Bread&co. Inc., Curo F&B Inc., Kalisco Inc., Todai Korea Inc.
2010~2012
2011~2012

2012 BKR Inc.

Caffebene Inc., Chakangogi Inc., Entas Inc., SG Dinehill Inc., Tosung FC Inc.
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<Table 2> Non-diversified Firms and Diversified Firms

BKR Inc., Chakangogi Inc., Cocobruni Inc., Coffeebean Korea Inc., Coffine Gurunaru Inc., Curo
F&B Inc., Domino's Pizza Korea Inc., Fugetsu Korea Inc., Gen Food Inc., H&DE Inc., Hdagen-

Non-diversified Firms

Dazs Korea Inc., Jangchungdong Wangjokbal Inc., Jangsanwooga Inc., Kalisco Inc., Kappa
Create Korea Inc., Kyochon F&B Inc., McKim Inc., Papa John's Korea Inc., SB Food Inc.,

27

Sevensprings Inc., Shillabakery Inc., Smoothieking Korea Inc., Starbucks Coffee Korea Inc.,
Todai Korea Inc., Tom N Toms Coffee Inc., Tosung FC Inc., TS Food&System Inc.

Amoje Food Inc., BonIF Inc., Bread&co. Inc., Brkorea Inc., Caffebene Inc., Chaesundang Inc.,
CJ Foodville Inc., Entas Inc., ET&Zeus Inc., Etang Inc., Eweon Inc., Gimgane Inc., Hanwoori

Diversified Firms

Food Inc., Into Franchise Systems Inc., Korea 153 Nongsan Inc., Lotteria Inc., MPK Group 26

Inc., Nolboo NBG Inc., Pariscroissant Inc., Pureun F&D Inc., Richfood Inc., SG Dinehill Inc.,
Shinhwaifood Inc., Shinsegae SVN Inc., Sunatfood Inc., Wonandwon Inc.
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<Table 3> Accounts Informations of Sampled Restaurant Firms"

an ROE LEVERAGE InA ADI ADJHER

Diversified Firms Mean 17.25 224 17.64 022 38
SD? 2347 2.69 135 023 24
T Mean -14 3.85 17.08 017 0
Non-Diversified Firms SD 29.14 7.69 88 021 0
Mean 839 3.06 17.35 020 19

Total
SD 27.68 5.80 1.16 022 26

DROE: Return on Equity, ADJHER: Adjusted Herfindahl index, ADI: Advertising Intensity, InA: log Asset, LEV: Leverage

IStandard Deviation



<Table 4> Correration Inter Variables'?

ROE LEVERAGE InA ADI ADJHER Dummy
ROE 1
LEVERAGE -284* 1
InA -016 -.163 1
ADI -.063 .080 .398%* 1
ADJHER 379%* -.050 295% -031 1
Dummy 172 -074 074 204 -313* 1

Dxxp<0.01 *p<0.05

DROE: Return on Equity, ADJHER: Adjusted Herfindahl index, ADI: Advertising Intensity, Dummy: Domestic=0, Foreign=1, InA: log Asset,

LEV: Leverage

<Table 5> Regression Analysis Results"?

Dependent ROE

Variable Model 1 Model 2
Constant - (1.513p - (1.469)
LEVERAGE -0.286(-2.258)* -0.291(-2.278)*
LNA -0.213(-1.461) -0.204(-1.384)
ADI 0.139(1.003) 0.151(1.072)
ADJHER 0.432(3.252)** 0.403(2.848)**
Dummy - -0.082(-0.605)
Adj R? 0.118 0.117
F 4.004** 3.234*

D#p<0.01 *p<0.05

JROE: Return on Equity, ADJHER: Adjusted Herfindahl index,
ADI: Advertising Intensity, Dummy: Domestic=0, Foreign=1, InA:
log Asset, LEVERAGE: Leverage

IStandardized regression coefficient (t-value)
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