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Abstract This study aims to develop a distress prediction model and to evaluate distress prediction power
for the food services industry by using 2017 food service industry financial ratios. Samples were collected
from 46 food service industries, and we extracted 14 financial ratios from them. The results show that,
first, there are eight ratios (financial ratio, current ratio, operating income to sales, net income to assets,
ratio of cash flows, income to stockholders' equity, rate of operating income, and total asset turnover)
that can discriminate failures in food service industries and the top-level food service industries. Second,
by using these eight financial ratios, the logit function classifies the top-level food service industries, and
failures in the food service industry can be estimated by using logit analysis. The verification results as

to accuracy in the estimated logit analysis indicate that the model's distress-prediction power is 89.1%.

Keywords : Distress Prediction Model, Financial Ratio Analysis, Distress Prediction Power, Food Service
Industry, Logit Analysis
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Table 1. Analysis Method by Researcher

Analysis Method Researcher

Single variate
analysis(Profile
analysis)

Beaver(1966)[7], Jo(2007)[13]

Jo(2007)[13], Ohlson(1980)[12],
0k(2010)(17]

Nam-Yi(2002)[6], Li-Sun(2011)[14],
Iturriaga-Sanz(2015)[15]

Probit analysis

Genetic Algorithms

Artificial neural
network analysis

Hybrid discriminant

Azayite:Achchab(2016)[16]
neural networks

Nam-Yi(2002)[6], Park-Hong(2010)[19],
Kim(2012)[20], Kang(2012)[21],
Ma(2012)[22], Jung(2014)[23],
Smaranda(2014)[24],
Laitinen-Suvas(2016)[18]

Nam-Yi(2002)[6], Altman(1968)[9],
Kim(2005)8], Jung(2009)[10]

Logit analysis

Multi-variate
discriminant analysis
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Table 2. Target Food Service Industry

Target Food Service Industry (46)

Paris Croissant, CJ Food Ville, Starbucks Coffee Korea, Leeland
Park, Lotte GRS, Born IF, BRKorea, BKR, Kyochon F&B,
Pelicana, Genesis Korea, Haein Food Industry(Nene Chicken),
BHC, ChungODPK(Dominos), Coffee Bean Korea, The Born
Korea, Ediya, Todai Korea, Nolboo, Hansot, Tom & Toms,
Junhan(Ganggangsullae), Amoje Food, One n One, Hankuk Papa
Jones, Entas(Gyeongbokgung), Jangchungdong Wangjokbal,
Ftang(Pizzaetang), Mexicana, Hankukilohsam(Chogajip
Yangnyeum Chicken), Gong cha Korea, Chaesundang, Elx F&B,
Samyang F&B, Ebadom, Nonghyup Moguchon,, Samwon Garden,
Shilla Bakery, Pulipchae, LF Food, Jaws Food, Hollys F&B, O2
Space, Hanam F&B, Rich Food, TS Food & System
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Table 3. Target Financial Ratios

Types Financial Ratios Number
. Current ratio, Debt ratio, Total
Indicators K
. borrowings and bonds payable to total
Concerning X 4
. assets, Interest coverage ratio to
Stability L
operating income
Indicators |Operating income to sales, Income to
Concerning sales, Income to assets, Income to 5
Profitability [stockholders” equity, Ratio of cash flows
Indicat - .
paica O.rs Rate of sales, Rate of operating income,
Concerning i 4
Rate of net income, Rate of total assets
Growth
Indicator
Concerning Total assets turnover 1
Activity
Total 14
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Table 4. Result of ¢—test for Financial Ratios

2 214719 J 454
o, 298 9] o A1ee] o ololFHAE
AR ANZEGoA AADT THFEHE, dAE
FoEulE, T2 QYololR, A7) HEeololE, £4t
HololE SAIE o APlAF1 )| S

E@],] Q-‘HNO ey} 7+

= £ X2 #5418, X3 9

Holds7He, X4 Oﬂ%}; E% &, X5: 1}7]7\}31_
15, X6: 2AHAI0|9E, X7: &g o]oES 1}

= -6.776 + 2.276-X1 + 0.006-X2 + 0.004-X3

Mean Value of Result of
Financial Ratio t-test + 0.188-X4 - 0.001-X5 + 0.416-X6 - 0.156
Top- .
Variables leveled Failure X7
Food t- .
Food A Sig.
. Service | value
Service
Industry . . .
Industry Table 5. Coefficient of Logit Model
Current ratio 185.79 | 76.57 [-3.252| .013

Debt ratio

Indicators|Total borrowings

Concerni |and bonds payable | 39.15
ng to total assets

410.31 |1,955.65|-4.144 | .366

103.22 | 1.621] .082

Stability |Interest coverage
6,291.40 | -200.87 | .591 | .628

ratio to operating
income

Operfting income to 8.43 039 |3782 | 016
sales

Indicators . 070 sales™* 6.83 -3.26 | 3.956 | .008

Cor:lcerni Income to assets* 10.15 -4.81 2.3521| .037
Profgitf Income to
ability stockholders’ 1,298.37 | -385.36 | 3.982 | .001
equity™
Ratio of cash flows *| 14.66 0.53 |[-2.842| .021
Rate of sales 5.56 -0.48 | 1.533 | .126
Indicators Rate of operatin;
Concerni |, LOPeratng 993 1 98,04 | 2351 | 041
ng income
Growth Rate of net income | 861.94 |-961.39]| -.551 | .592
Rate of total assets | 14.77 | 11.06 | .929 | .381
Indicator
Concerni |Total assets
* 1.97 1.21 |-2.088| .049
ng turnover
Activity

Note: **: p<{.01, * p<.05

PR 14 AFeles tdes —a4 A
= 5ot FARLE Fofet 879 SHH(REYIE,

Dependent |Standard Regr'es.sion Wald Pry
) Coefficient . .
Variables Error B Chi-square | Chi-square
Operating
income to 381 -.156 021 042
sales
Current ratio .006 .006 .990 .013
Income to | 55, 416 1378 003
assets
Income to
stockholders’ | .001 -.001 1.850 .032
equity
Ratio of cash | = o) 188 965 005
flows
Rate of
operating .006 .004 .509 .010
income
Total assets | 939 | 5 976 1378 000
turnover
Constant 3.534 -6.776__| 3.6763.676 .001
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Table 6. Classification Results

Predicted Group
Failure Top-leveled
Food Food concordant
Service Service (%)
Industry Industry
I (91.3%) (13.0%) '
ndustry
Observed
Group Top-leveled 2 20
Fo;)d Service ©.7% 87.0% 87.0
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