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A Study of Financial Structure, Profitability,
Growth and Financial Risk of Food Service
Franchisor

Hoang—Taig Choi*

ABSTRACT

This study provides the information about size, financial structure, profitability and growth of franchisors
using financial data(asset, liability, equity, sales volume, operating income and net income) in uniform
franchise offering circular of fair trade commission. The data were collected from 1,050 franchisors in
various business fields: fast food, family restaurant, bakery, agriculture & fishery and liquor shop in the
uniform franchise offering circular in 2012 and 2011. Results of this study are as follows: For company
size, median of total assets was KRW 675 million and the accumulated median assets rate was 0.48%, but
the accumulated median company numbers were 49.9%, which showed small size. For financial structure,
525 companies were below 200% debt ratio, while 314 (29.9%) companies were in over 200% debt, and
211 (20.1%) companies were impaired in capital. These also showed financial structure was vulunerable.
For profitability, median of ROA for total companies were only 4.72%, which showed low profitability. For
growth, median of growth rate for sales were 7.57% per year, which showed mature industry. In overall,
the results showed franchisors should improve their financial status.

Key words: Franchise Business, Asset Size, Financial Structure, Profitability, Growth rate
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