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The purpose of this study was to grasp the profitability of coffee franchise companies using ROIC tree,
ROA and ROE. As a result, ROA was using assets efficiently, and some companies are in desperate
need to improve their management based on past brand recognition, and a new paradigm management
strategy is urgently required. In particular, the franchise company's current cost burden is greater than
comparable firms. In ROE, the capital was operating efficiently. Since ROIC is very difficult to classify
business related and operating related amounts accurately based on financial statement information, there
is a limit to accurate ROIC calculation. Therefore, ROIC is estimated to be 7.6 ~38.29% as of 2016 based
on ROIC calculation. In the case of continuous growth companies, investments are made to improve
steady sales, but some companies seem to be unable to escape from past paradigm. In order to continue
the growth of the company beyond the accounting profit in the future, the ROIC Tree can be used to
measure the subdivided management performance and propose efficiency plan.
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Table 1. Coffee shop sales and operating profit
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(Unit: one million won, %)

The total sales

Operating profit

Division
2016 2015 2014 2016 2015 2014

Starbucks 1,002,814 773,900 617,094 85,263 47,141 40,215
Ediya 153,544 135,521 116,229 15,785 16,333 13,008
Caffebene 76,579 110,110 128,958 A554827 A4.381,991 4,945,647
Coffeebean 146,020 138,938 128,958 6,415 3,912 4,945
Tomntoms 86,904 88,763 146,267 2,361 4,399 12,362
Hollys 128,620 108,584 88,604 12,733 6,856 6,532

*Source: Reorganization of researchers in the Financial Supervisory Service Disclosure System (DART).
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Fig. 1. ROIC Tree basic structure.
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Table 2. Selected companies for analysis

Business sign Number of shops

NO  Company Brand (As of the end of
fitle Logo  pecember 2016)
EDIYA
EDIYA 3
1 COFFEE COFFEE 4 1,577
Company EDIYA COFFEE
Starbucks
2 Korea Starbucks 1,000
Company
3 Cgffe Bene gaffe ) 1
ompany ¢ CafféBene
HOLLYS HOLLYS @
Company COFFEE
TOM N oM N e
TOMS FaNToN
5 COFFEE TOMS Ce)® 357
COFFEE  ‘Wad
Company
Coffee Bean
6  Korea Coffec 241
Bean
Company
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Table 3. Procedures for calculating the paid-in capital of a coffee franchise enterprise

Division

Contents

» Sales-related cash. Regular deposits: Ordinary, checking, deposits, securities, accounts receivable,
short-term loans (shareholders and executives, employee loans)

Quick assets

» Receivables, accrued income (income from business related deposits, loans, etc.)

Current
assets » Advance payments, prepaid expenses, and other current assets
» Borrowing deposit, payment guarantee, deferred tax
Inventory asset P Inventories of raw materials, stocks and other items
Investment » Long-term loans (shareholders and executives, employee loans)
assets » Long-term receivables, deposits, long-term advance payments, long-term prepaid expenses, deposits,
. business related Investment securities
Fixed
assets Tangible assets  » Land, buildings, constructions, machinery, etc. (excluding construction assets)
Intangible » Industrial property rights (utility model rights, trademark rights, design rights), software, goodwill, mem-
assets bership rights, R & D expenses, group retirement insurance deposits, patent rights, and other business
» Trade payables and other liabilities, accounts payable, advances, deposits, liquidity lease deposits.
Current liability — » Accrued expenses (excluding borrowings), unearned income taxes, unpaid dividends.
Balance » Player income, other current liabilities (non-payment of sales tax, accounts receivable, etc.)
Non-current L .
liabilities » Long-term debt obligations (retirement allowance, sales guarantee, goldfish)

*Source: Jo, Kim & Seol(2015), Min & Jang(2014), Seo & Park(2004), Lim(2002).
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(Unit: one million won)

Starbucks Ediya
Division
2014 2015 2016 2014 2015 2016
IC amount 245,594 136,291 68,803 17,401 23,301 33,546

Asset deduction
items

Debt deduction

Long-term financial
instruments

Term borrowings, long-term borrowings, provisions, short - term

Depreciation,(buildings, vehicles,
fixtures, facilities, research equipment)

item borrowings. Other financial liabilities
Caffe bene Hollys
Division
2014 2015 2016 2014 2015 2016
IC amount 116,235 70,877 51,629 51,600 55,706 59,049

Asset deduction

Subsidiary and

Investment assets, depreciation (buildings, fixtures,

items related investments facilities, vehicles), assets under construction
Debt deduction Short-term borrowings, other financial liabilities, Long-term
item financial guarantee liabilities, long-term borrowings, borrowings
Tom n toms Coffee bean
Division
2014 2015 2016 2014 2015 2016
IC amount 6,678 7,906 16,484 94,550 53,556 56,185

Asset deduction
items

Debt deduction
item

Investment assets, depreciation (construction, vehicles, facilities,
finance lease assets), impairment losses, assets under construction

Conditional investments, long-term borrowings, bonds,
conditional investments, finance lease liabilities

Loss on valuation of inventories,

investment assets

Short-term borrowings, long-term borrowings,
restructuring liabilities, long-term debt

* The IC output is calculated by subtracting the deduction of assets from total assets and the deduction of debt among debt items.

Table 5. ROIC output of coffee franchise companies

(Unit: one million won, %)

Starbucks Ediya
Division
2014 2015 2016 2014 2015 2016
NOPAT 27,002 22,026 26,347 11,2838 13,085 11,157
IC 245,594 136,291 68,803 17,401 23,301 33,546
ROIC(%) 10.99 16.16 38.29 64.78 56.16 33.26
Caffe bene Hollys
Division
2014 2015 2016 2014 2015 2016
NOPAT 7,493 33,998 24,199 4,970 4,603 9,112
IC 116,235 70,877 51,629 51,600 55,706 59,049
ROIC(%) 6.45 47.97 46.87 9.63 8.26 15.43
Tom n toms Coffee bean
Division
2014 2015 2016 2014 2015 2016
NOPAT 3,002 1,006 2,700 7,799 2,543 4,274
IC 6,678 7,906 16,434 94,550 53,556 56,185
ROIC(%) 44.95 12.72 16.83 8.25 475 7.61
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Table 6. Analysis of major financial ratios of coffee

franchise Unit: %
Net sales Debt Total Inven-

Company Year  growth ratio assets tory
rate (%) (%) return  turnover

2014 27.98 130.05 7.92 10.68

Starbucks 2015 2541 133.35 6.30 12.07
2016 25.98 105.08 12.87  150.06

2014 47.93 104.00 3143 58.52

Ediya 2015 16.60 270.72 16.62 43.20

2016 1330  236.14 1270 32.90

2014 A28 71108  A459 1170
Caffe 015 Al462 115869 A3083 805
bene

2016 A3045 802161 A2790 680

2014 17.08 20.99 669 2693
Hollys 2015 3520 36.85 509 3024

2016 1845 39.94 867 2671

2014 1703 321.64 482 5721
Tommn 015 018 27449 162 3645
toms

2016  A209 26248  A395 2540

2014 211 194.63 520 958
Coffee 015 As0l 18395 168 937
bean

2016 510 17188 272 993

*Net sales growth rate(%)=(Current sales — The previous year
sales) / the previous year sales x 100.

*Debt ratio(%)=Debt(borrowed capital) / Equity capital x 100.
*Total asset return(%)=Current net income/Total assets % 100.
*Inventory turnover(3])=Cost of sale / Inventory asset.

ShA

B

2|

ok 2=~0 =)

w .‘r‘—/g RN
Gl

Tree?} ©]

&} g ]
]

<4 A<l ROIC, ROA
(Return On Assets), ROE(Return On  Equity)] #] F-H] &S &
Akt
ROAE 71| ARibs dvht E84 0
Yebd A 24, stetehe dRlo 2= 714 5
w8}, Aprke] B84 steh, RAde e 5o
drh ARAIT s o2 & 2
S AR 2 B gl drpazt s Eis
FHIFE Ao th(Kim & Kim, 2017). vi<< the] njZA47}
= 2~EPH 0] A5 A GA 250 whel A Zaliato] = 7
BT} 20144 44.11%, 2015\ 45.32%, 2016\ 44.36%<] ™,
Ao AL 2P 20 71 7R 20141 40.23%, 2015
d 41.09%, 2016'3 41.29%= 283t FHMYe] 2%
20143 66.97%, 20153 66.30%, 201613 64.98%°]t}. T3}
Halghzo] ¢ A Zalzto] =2 719 F 7Y =2 2014
77.12%, 20153 77.23%, 20163 80.63%% 7 wiE=L 717}
Zepta e Ao R 5 Arpdite] Agde] e
Hoia & 4 ok oltoke] 9= 20144 62.47%, 20151
59.88%, 2016'd 60.87%°]H, &&= 20141 70.97%, 2015
W 73.50%, 20161 71.78% F 7199 A% 5 AGHA
o] awrdtia & 4 9t} ROAS 5= Fhswule] 7%
2= o] 2016\ 30.45%, 2015% 14.62%, 2014 26.83% 7+
22 7P AIFE AR o m e Fotel B e 2}
Ab A R0l A RE AgHetor vale QX% gE I} A
T ] ZAE & 5 Utk gAgrae] A= 2016
dell= 3.95%2] #Has Vel levl 499 wA8 S
Aokt Aoz AtsHTh AEP 2 oo}, dE] ]
A5 AREE E&2 02 AEeta v A= YEhgon,
A ] A9 wjEdo] 201439} H] 5T 122 YERY &
UNeBE P JHEANY gl FoE AjtaEAd et
ROA®| =23jok & Aoz Velyth ROEE 719°] AHES
Iup g8202 F83to] B oldS AEIPertE v
ERd 2| 2M, AHLo] A &4E o]o
At 2P 29} ot]of, ] ae] A
I o i, gagse] 7
AtRE™ ARe] A= 2w 7
=

fru
Mo
i
Fl‘F
N
T

I
I

_—

( -10 _lo
oy rr — il
2, iy
ol >
to o Jf
Y
< =
% o o
o oo B
o i o

oo}
ol
QoL

=
e

a

fr

o

e

ye,

o2

A

m \(

offt

2

_1

)

o

N

)

fe

o7 JHeEol
AT o] &2 UElE ARRE AAl FAHE AFARE

o)
GHAM ] B 2ol dastH, & AgelMe] A

=



ROIC(FYFIAHEE) Tree@t ROA, ROES E-83t 7 Ihizjo|= 7|9 odo] ¥t A+ 137

Table 7. ROIC output of coffee franchise companies (Unit: %)
Starbucks Ediya
Division
2014 2015 2014 2015 2016
ROA 7.92 6.30 12.87 31.43 16.62 12.70
ROE 18.22 14.82 26.39 64.29 45.00 29.98
ROIC 10.99 16.16 38.29 64.78 56.16 33.26
Caffe bene Hollys
Division
2014 2015 2014 2015 2016
ROA A459 A30.83 A27.90 6.69 5.09 8.67
ROE A37.22 A3.888.06 A2 265.62 8.09 6.97 12.13
ROIC(%) A6.45 A47.97 A46.87 9.63 8.26 15.43
Tom n toms Coffee bean
Division
2014 2015 2014 2015 2016
ROA 4.82 1.62 A395 5.20 1.68 2.72
ROE 20.30 6.06 A1430 15.31 4.76 7.40
ROIC(%) 44.95 12.72 16.83 8.25 4.75 7.61

* ROA=Net income/Total assets x 100, * ROE=Net income/Average equity x 100, * ROIC=After-tax operating earnings/Invest capital x 100.
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