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The Study on Debt Ratio and Business Performance of Agricultural
Farming Corporations, since the K-IFRS was introduced
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Abstract This study analyzed the management index, debt ratio, and business performance of livestock-agricultural
farming corporations since the Korea international financial reporting standards (K-IFRS) was introduced in 2011. In
addition, this study was based on credible accounting reports by the financial supervisory service's DART (data
analysis, retrieval and transfer) system. First, after analyzing the key management index, the results showed that the
current ratio, debt ratio, and current liabilities ratio decreased and the ratio of the owners increased on the safety
index. Regarding the profitability index, the ROA (return on total assets), ROE (return on equity), and ROS (return
on sales) increased slightly in 2014 compared to 2013. The overall growth and external growth on the growth index
have not increased. Second, an analysis of the debt ratio and business performance, the debt ratio has a negative effect
on the ROA and ROS. These results show that the use of debt of livestock-agricultural farming corporations
contributes to the external growth but it has a negative effect on business performance. These results show that
management should consider solutions for the increase in sales to achieve cost reductions. In addition, the debt ratio
should be reduced and solutions for an increase in revenue are needed to reduce management expenses, such as
propagation of technical development.
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Table 1. Sample of Livestock * Agricultural farming
Corporation
Spec. Frequency %
cattle 3 8.33
Sectors pig 24 66.67
poultry 7 19.44
other 2 5.56
Sum 36 100
Closing an Account December Corporation

312 F2 FIXE =M UH

ARARE HAS AR, EGANA Y e 5]
AARE Hlaste] ZFHEE sttt mr 71978
of Za3 o3 RS A= WHoE 499 el

603

AR5 HESH= o] Hti(Altman, 1. Edward, 1968;
Stickney and Brown, 1999; ] 2|, 2006)[14~16].
AT Fo AYAE 24 PHe

o 12 B8 s A

N
et om,

2014102

FEH&s WA=
Brkste] 7199 A
o] HE&TFE WA
H] &2 ERIAHE T 27|29
&l kA A EEA TZHH]‘%O]
Favta & vk A
e HlEEA XHT:rLEQ]
A xolt). A7) AHER] &2
H&S UERlE
Qbxd/go] =L

Table 2+ ©]&
YeRd Zlejth

=
s B [e)
F5e
L=
520 9

_‘:_ EHE?Q

= A7} %}
A At
S48 0
}ﬂﬂiA

=

Table 2. Safety Index and Formula

Spec. Formula

Current Assets/

Current ratio e
Current Liabilities

Debt ratio Debt/Equity

Current Liabilities ratio Current Liabilities/Equity

Equity ratio Equity/Assets
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Table 3. Profitability Index and Formula

Spec. Formula

Return on Total Assets Net Income/Assets

Return on Equity Net Income/Equity

Net Income/Sales

Cost of Sales/Sales

Return on Sales

Cost ratio
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Table 4. Growth Index and Formula

Spec. Formula

(Total Assets of this term-Previous
period Total Assets)/

Previous period Total Assets

Growth rate of
Total Assets

(Equity of this term-Previous period
Equity)/

Previous period Equity

(sales of this term-Previous
Sales)/Previous period Sales

Growth rate of
Equity

Growth rate of
Sales

period
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o1im 5 Spec. 2013 2014 t-test
[L:rL—L 02] Current ratio 1.5057 1.4039 -0.125
ROS;;= a+p, LEV;,+v GROWTH,, + Debt ratio 2579 | 20142 -0.891
Y S[ZE’M +fy3 LI - +€it + Uu; Current Liabilities ratio 1.7899 1.4975 -0.553
) Equity ratio 03776 | 0.4067 0.416
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SIZE;, : i 53919 t7] B9te] 7|45 o4 e =
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= olm ol —IN(E
F, sdWel 7|97 E = LNEARD Return on Equity 0.0050 0.1925 1.898*
€ 017199 tdxE oA Return on Sales 0.0437 | 01050 | 1308
w7159 AAEA 2 Cost ratio 09103 | 08063 | -1.918*
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3.2 AZEM At
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Table 8. Descriptive Statistics

Variable | Sample Min Max Mean ]igril:;:i
ROA 144 | -0.1821 0.2465 | 0.0431 0.0850
ROS 144 | -0.3819 0.5575 | 0.0700 1.1535
LEV 144 0.1655 8.0122 | 2.0812 1.5966
GROWTH 144 | -0.8310 | 7.2172 | 0.3580 1.0991
LIQ 144 0.1593 | 13.7918 | 1.4179 2.3062
SIZE 144 23 25 24 0.617

5 7t 95T EAE AES] skl 4
A A4S AAIS A7) Table 9 OM ROAS$} ROS]
o3& e} W
Aoz welth

Table 9. Correlation Matrix

Variable ROA ROS LEV
ROA 1
ROS 0.783%** 1
LEV | -0.335%** | -0.326%** 1

GROWTH| 0.072 0.016 0.095 1
LIQ -0.083 -0.229% | -0.185 -0.073 1
SIZE -0.116 -0.169  0.326%** | 0.234* | -0.049

GROWTH | LIQ | SIZE

Note: *** *¥% % 104 5%, 10% significant, respectively

Table 102 F-Au]&37 HGA o] 247
Model 1°1]4] ﬂﬂﬂlgL ROAS] 3-(0)9] 9ake n|x|=
Ao et &, 414 wwle] A&
7tebd 73332 OJ ROAE ZHAaditleE ZoR g% o

i
T
)

Table 10. Debt ratio and Business Performance

Variable Model 1 Model 2
coefficients t-value coefficients t-value
cons. 0.302 0.646 0.756 0.924
LEV -0.019 -2.582%* -0.033 -2.536**
SIZE -0.009 -0.446 -0.025 -0.721
LIQ -0.006 -1.267 -0.019 -2.327%*
GROWTH 0.009 0.845 0.006 0.309
R? 0.110 0.138
Hausman test -
Suitability of model 25395 14807
F-value 2.459* 2.889%*

Note: *** *¥k % 195 5%, 10% significant, respectively
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