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A Study on the Relationship between Information on
Financial Characteristics and Profitability
in the Korean Restaurant Industry
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Abstract

This study was attempted to analyze causal relations among flexibility, growth, and profitability variables,
which are the financial indexes of restaurant enterprises. The samples were 24 restaurant enterprises
in total, and 102 financial statements between 2002 and 2006 were analyzed. As a result of the analysis,
total asset growth rate influenced all profitability variables among growth variables. Also, the net sales
growth influenced return on sales and return on assets, and the assets turnover influenced return on
assets and return on equity. Among flexibility variables, current ratio and interest coverage ratio to

operating profit influenced return on assets, and return on equity was influenced by current ratio and
debt-to-equity ratio.

Key words : restaurant industry, information on financial characteristics, profitability ratio, growth
ratio, activity ratio, liquidity ratio.
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