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A Study on the Growth Dynamics of Small Restaurants

Yatisai Tseng

Abstract

Hundreds of empirical growth studies have appeared to explain firm-level growth
differences. However, growth is a so complex organizational development process that cannot
be simplified by the amount of revenue, the scale of capital, or the number of employees. A
deeper exploration and understanding of the inner growth dynamics is necessary for practice
and academic development and enhancement. Designed as a multi-cases study, this research
adopts system dynamics as a major research to explore how small restaurants grow. Essential
structure underlying restaurant growth is extracted from a feedback perspective and a computer
simulation model is built for further analysis. Based on the simulation model, a series of
experiments is conducted to reveal the critical characteristics of restaurant growth process. The
interlocked relationship among potential customers, satisfied customers, words-of-mouth,
location, customer satisfaction, and competitions is found to dominate the growth pattern that
a restaurant may experience. In this research, any individual factors, i.e., service quality,
product, price, or environment, cannot explain the different growth patterns of each restaurant
under study. Dynamic hypothesis regarding small restaurant growth is developed and

suggestions for practice are proposed accordingly.

Keywords: growth dynamics, growth theory, system dynamics, restaurant, feedback

perspective



