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1966 117.71 139.20 45.79 12.84 7.70
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1968 201.30 129.70 49.00 11.08 5.96

1969 270.00 120.50 27.15 10.42 4.31
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1971 394.20 108.06 25.10 8.95 1.18 13.35
1972 313.40 128.24 33.33 9.58 3.94 12.00
1973 272.70 134.21 59.92 10.35 7.49 8.53
1974 316.00 121.93 57.23 7.74 4.81 10.50
1975 339.50 119.86 40.98 7.20 3.42 11.28
1976 364.60 115.73 38.58 7.47 3.86 11.93
1977 350.70 112.40 31.57 6.81 3.54 13.09
1978 366.80 109.78 36.51 7.66 3.98 12.41
1979 377.10 102.17 30.47 7.44 2.72 14.38
1980 487.90 98.86 37.23 7.28 -0.18 18.69
1981 451.50 95.15 33.94 7.58 0.01 18.37
1982 385.80 96.56 12.29 7.40 0.87 15.97
1983 360.30 97.07 17.80 7.64 2.68 13.64
1984 342.70 98.37 17.92 7.36 2.72 14.42
1985 348.40 103.77 9.83 7.81 2.47 13.44
1986 350.90 101.03 16.84 7.93 3.63 12.50
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1989 254.30 103.74 7.00 6.02 2.50 13.61
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2010 108.28 116.42 18.49 6.72 6.96 5.50
2011 109.19 116.73 13.55 5.57 5.16 5.34
2012 101.04 124.36 4.21 5.13 5.24 4.98
2013 92.93 131.91 0.51 5.25 4.68 4.41
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60 Years of Manufacturing Companies in Korea,
Longitudinal Analysis on the Financial Characteristics

Han Soo Bae™ - Seong Pyo Cho** - Kyung Hwa Kim***

Abstract

Korea has experienced remarkable economic growth since 1960. The economic growth has
been led by manufacturing sector with strong support of government. Many manufacturing
companies, however, are now facing challenge for their sustainable growth. Manufacturing
companies should make strategies and government prepares new policies to improve competitiveness
of manufacturing companies. Understanding the history of manufacturing companies is essential
to make future strategies and policies. This paper analyzes the financial characteristics of
manufacturing companies for last 53 years in Korea, based on the longitudinal analysis of
financial ratios from 1960 to 2013. Especially, we investigate domestic or global economic situations
and managerial or economic policies which affect financial ratios in each period.

The results are as follows. First, we analyze the trend of financing stability with debt ratio.
The government implemented the export promotion policy to light industrial sector in the
middle of 1960s. Manufacturing companies in light industrial sector had limited financial resources,
so government promoted companies to finance debt in the period of the first and second economic
development plan. It led to the increase of debt ratio to more than 200% and debt ratio reached
400% at financial crisis in 1997. After financial crisis, the debt ratio had been dramatically
decreasing to under 100% in 2013, due to the restructuring by the government policy and the
high profitability of companies.

Second, we analyze the trend of liquidity with current ratio. Current ratio has been stable and
increasing recently. The pattern of current ratio was symmetric in general to the debt ratio in
each period, which means economic or political influence factor of debt ratio are similar with
current ratio.

*

PostDoc, BK21+, The Graduate School of Business Administration, Kyungpook National University
Professor, Business Administration, Kyungpook National University
*** Ph.D. Candidate, The Graduate School of Business Administration, Kyungpook National University
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Third, we analyze the trend of growth with sales growth rate. Sales growth rates are all positive
during 53 years. Average of sales growth were about 38% in 1960s and 1970s, 12~19% in 1980s
and 1990s and lower than 10% after 2000. The higher growth rates have been caused by the
government economic plan promoting light industrial sector in 1960s and heavy and chemical
industrial sector in 1970s. The decreased growth rates suggest the stabilization of the industries
in 1980s and 1990s. The lower growth rates in recent years raised challenge to our manufacturing
companies.

Forth, we analyze the trend of profitability with the ratio of operating income to sales (operating
margin) and the ratio of Earnings Before Tax (EBT) to sales. Operating margin has been stable
in whole period, while EBT shows more fluctuations than operating margin. Both had been
decreased until financial crisis in 1997. Losses in EBT were reported in two years around
financial crisis. EBTs were often higher than operating margin in 2000s, which means that non-
operating gains and losses have a big effect to the profitability of manufacturing companies.

Fifth, we analyze the relation among ratios. The trend of debt ratio was symmetric to the
current ratio, which means high portion of current debt in total debt. The decrease of debt ratio
and lower borrowing rate have brought EBTs higher than operating margin in several years of
2000s, which means that the profitability of manufacturing companies depends on non-operating
gains and losses.

In addition, we analyze the comprehensive characteristics of manufacturing firms in each
period. We divide 53 years into 6 periods: 1960s, 1970s, 1980s, 1990s, 2000s, 2010s, and compare
the financial characteristics of manufacturing firms in each period.

Our research contributes to understanding the financial characteristics and provides useful
suggestions for managers and policy makers to make strategies and policies for strengthening

competitiveness of manufacturing companies.

Key Words: Manufacturing Industry, Financial Ratio, Financial Characteristics, Trend

Analysis, Longitudinal Analysis
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