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The Analysis of the Profitability of Silk Reeling Industry in Korea
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College of Agriculture, Seoul National University.

Summary

The purpose of this analysis is to collect the information on managerial aspects for improving

the profitability of silk reeling industry in Korea.

Various finacial statistics including balance sheet, profit and loss statement and manufacturing

cost statement were analyzed by use of 21 randomly selected enterprise data prepared report by

Korea sericultural association during 1972~1974.

The results are as follows.

1. The ratio of profit to sales is the most inportant factor affecting the profitability of silk

reeling industry.

2. This ratio is controlled by the general management and selling cost.

3. The ratio of manufacturing expenses shows a high correlation to the production cost of raw

silk.
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Table 1. Status of operations

Items. deviation| nz%a)n 4%;53)
raw meterials ST %t 391.98| 935.50| 41.90
v s“('ig%ﬁ';‘;’ﬁ“ per set  gg 16 145.68 38.55
ey 119 3.18 37.42
e, 0.19 0.51] 37.25
days warked per 2 mills 15.16] 28.33] 6.3
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Table 2. Deviation of manufacturing cost of raw silk

by items (Won)
T e a5
total 1274.08] 4132.22f  30.83
cost of submaterial 0.64] 33.55 1.91
expensive of labour 206.49] 964.33 21.41
expensive 155.15] 980.17] 15.82
intrest 590. 24! 1172.67] 50.33
general management & 321.56| 981.50, 32.76
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Table 3. The profitability of silk reeling industry

year 1972 1973 1974 |
meai

scale of factory small mediuml largy | small mediuml largy | small | medium| largy !
ratio of profit to capital(%)|  1.94 10.16] 9.60 9.04 1236 1475 897 491 3.8 839
ratio of profit to sales (%) 17.65] 20.95 24.81] 20. 35.38 34.23 0.99] 4.36 7.23 19.50
capital turnover 0. 86 1. 22 0.9 0. 0. 1.020  0.47 0.777 0.49; 0.86

small: 7 factories, medium: 8 factories,

largy: 6 factories
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Fig. 1. Aualysis of managial profitability of silk
reeling indstry
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Table 4. Correlation among the ratio of profit to
capital, ratio of profit to sales and capital turn over

Items coefficient of correlation ! remarks
p.c-p.s 0.67(0. 88) ( ) Japan
p.c-c.t 0. 53(0.43)
p.s-c.t 0. 70£0. 37)

p.c—ratio of profit to capital
p.s—ratio of profit to sales
c.t-capital turn over
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Table 5. Status of manufacturing and selling cost of raw silk

T year 1972 b o3 } 1974

factory scale \ small | mediumj largy | small mediuml largy ‘small l medium] largy
(1) material cost (%) 61.44 67.66 65.57] 63.35 68.99 68.72 67.62 71.81] 72.00
(2) submaterial cost (%) 3.08 3.411 3.30 3.20 4.81 3.48 4.71 3.6 3.63
3) A+2) (%) 64.42] . 71.07| 68.87| 66.55 73.80f 72.20{ 72.33 75.43] 75.63
{4 manufacturing and selling cost (%)| 35.58 28.93 31.13 33. 4ﬂ 26.208 27.80] 27.6 24.57) 24.37
(5) labour expenses (%) 8.43 6.4 6.5 9.24 5. 5.87 5.7 5.3 5.12
(6) expenses (%) 9.69 6. 6.920 820 463 571 7.6 5.42] 5.08
(7) Eeneral management and selling 9.2 1029 9.02 1149 12.23 110 7.63 7.97 6.21
(8) interest (%) 8.41 5. 8.46) 4.52 3.98 5.068] 6.6 5. 7.79
® -2 (% 32.50( 25.52 27.83 30.25 21 391 24.3% 22. 20.81{ 20.74

Bl HER HLE} R LR ML LS TH
2o ¥ ¥4 Aoz FHAAGT

A3 R MRATHS HEE NPAD B
Bol ohdst 44sc. 2oz £EH THAKHN
B EHENSRILES BEc A2z ¥ I8
8 WEFHZES] BRE 2dE YeeozE FARAD

waA LGRS ERJ WHAZRA d&i=ie
HEo2 42¢ A2 Jdest¥ Gotir] 3+ K
HHEER SHEIMERA 3] HENGE SHY
BRE 261 epyrlz g

NHASES SRR AN AMMGRY 4+
EHN R IRAMH2 ¥ 4 —EE F#Ag i
ZE § Food ARz HHR, ER % —BEFEH
N MR ¥ A2do.

A% BRE EHEEFENRA Y kR %A
¥ (%-5) ¥& A2z ul¥o] EMY YolAs}
€ FERA A FREMS ARMERS Xl v
e MRS SRR SRl RLF
S%] MEE BEAS A oiid REENE] %
Rl 2 KR A et 44"

IRyl vebd REAZET SEENERR

B3] BNMGE THHIUT A4S —RERER
gaste] HMEST EolA dud ¥ HERE BN
Eis MBoz HEs ABLE Mg ENRFAZ
wAsSA gsht 434

BLE WHASES SHEMANRRE ) WEE it
® SHAEA e MUASHEA A FRING=
475 e £HENS] wRRBL 434 gt

weld ol Eo] WHASE = Jzz ¥R
& 213 E g e S ERRez S
L8

o7l BRAY EERE

=a+bzxi+crtdaytexy+fas+E°) 5

¥ M), 21 BB (R)

o HHERE), o5 B

Ty —BEEERRE) o NFQ), E B
¥ epae.

A Ast Zo] EHd BFFRE 9E7 2.

y=-210, 891 —0. 067521+ 1. 643x2-+0. 044x3+1. 392z,
(—0.373) (0.322) (0.403) (0.961)

~0.795xs
(—0.333)

R,=0, 8020

Table 6. Correlation between ratio of profit to sales and production cost of raw silk by items

— Year and scale year scales
Tems 172 | 1973 | 1974 | 200 [p00~400] 400

ratio of profit to sales—material cost —0.57] +0.95] +0.76] —0.63) +0.38 +0.12
ratio of profit to sales—submaterial cost .—0.63] +0.51 -—0.777 -+0.30; +0.93 —0.10
ratio of profit to sales—expenses of labour —0. 9ﬂ —0.88 —0.87) —0.43 +0.38 +0.81
ratio of profit to sales—expenses —0.96| —.053] —0.83] +0.34 —0.85 -0.68
ratio of profit to sales—selling cost —0.64) -+0.64, —0.56, +0.80; +0.95 +0.78
ratio of profit to sales—intrest - —0.38 +0.83 +0.55 -+0.05 —O0. —0.63
ratiq of_ profit to sales—manufacturing and selling cost —0.88] —0.41 —0.79 +0.84 +0.45 -+0.43
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Table 7. Correlation among ratio of profit to sales & production cost of raw silk by items in 1976

ratio -

material | submate- | labour .
Items otfe g;cl)fst cost rial cost | expense expenses | interest
material cost 0.34
submaterial cost 0.32 0.88
labour expense —0.27 0.29 0.28
-expenses —0.42 0.30 0.39 0.78
interest —0.22 0.60 0.44 0.17 0.46
general management & selling cost 0.67 0.42 0.55 0.32 0.01 —0.37
Table 8. Correlation among production and selling cost and other cost of raw silk
production material | submate- | labour .
Items & ie(:)lsl:ng cost rial cost | expense | €xpense interest
material cost 0.94 :
submaterial cost 0.08 0.16
labour expense 0.14 0.30 —0.00
lexpenses 0.57 0. 47 0.36 —~0.21
interest —0.01 —0.14 0.29 0.14 —0.61
general management & selling cost 0.79 0.68 —0.08 —0.38 0.33 —0.38




Table 9. Correlation among silk price and other cost

. silk material | submate- | labour

Items price cost | rial cost | expense | SXPense Interest
material cost 0.57
submaterial cost 0.22 0.21
labour expense 0.23 0.26 —0.00
expense 0.84 0. 49 0.36 —0.21
interest 0.71 —0.15 0.29 0.15 0.60
general management & selling cost 0.27 0.69 -—0.08 ~0.38 0.33 —0.37
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