ISSN 2635-8875 / e-ISSN 2672-0124

9193}k s -
Ad g7 A2 A2 pp. 13-27, 2023 DOI : https://doi.org/10.22678/J1C.2023.21.11.013

AlelX7|Ye] R0 S OIX|= HIXFL210] Bt H+

% =42 3*
8%, 4 o, 01338

2
’
ARSI MMISEEII WAL, *AR NSt MAIRIG SISt} BAL, AR NS AMAS RS T mAp

o

A Study on Non-financial Factors Affecting the Insolvency of
Social Enterprises

Yong-Chan Chun', Hyeok Kim?, Dong-Myung Lee*
'Ph.D. Candidate, Dept. of Advanced Industry Fusion, Konkuk University
ph.D, Dept. of Advanced Industry Fusion, Konkuk University
3Professor. Dept. of Advanced Industry Fusion, Konkuk University

2 9 2 <dve 5 AA0NAM A7 e] el Sl wet, ARRlA 7] FAo] G vAE 811 w45t
FAES W5 7| ARAR QI ARl B8-S fHaslet mel HiAt Aty £ Qo] AR HlolEs 48RS
O] ABESE A ¥R, 2009978 2018 Atololl AHE AHE]A] 71 4(fW] Al 27 23 FoA 20229 68T 71&
o7 A TV s ERSA. AE AR s AR B8] 7Rstt 439718 thdeE stleH,
437192 40671(92.5%), F-A7192 3370(7.5%)°1. AYAT-E Fsto] FAS0l 2 AMgshe HIAITA82 87hE
st A4 At 4707F RO st Folet WaE e AEH 4719] Mg tidor =AY HEY
S ANz 7|PAESH, HEANRJIANESH 5 21 H7E FAo Folet Wiz AHH A Tt RAHlE, viEdd
oo}, I E 5 AFRYS BAWSFE ARt BA4S S ASEA A, ARRE 719 Bl I
Ae 59 Haso] A4 890S AR AHlolA 27) W7 S FAISIAL 2ol SR/ Aa7txlet 2
AR T2 844 A1 o g= AT Qlo] WREA Y] ARl F g Thekt ARl ZHAIE A¥she 719E0] AF
71902 FUAE I AR A FA A9} Ao -Fx10] @A Adjsto] ARIAZIAIE AT = e BEe 2L A=
AT 29T 5 S A0 Y Hed dart gl

o

o
o

o O

rlo mlo z@ o

O, ol
%

FI9E : ABIH 71, B R, FAQRl BARS, IR, EAAE 3]EA

Abstract This study aims to contribute to the reduction of the failure rate and social costs resulting from
business failures by analyzing factors that affect the insolvency of social enterprises, as the role of social
enterprises is increasing in our economy. The data used in this study were classified as normal and insolvent
companies among social enterprises (including prospective social enterprises) that were established between
2009 and 2018 and received credit guarantees from credit guarantee institutions as of the end of June 2022.
Among the collected data, 439 social enterprises with available financial information were targeted: 406
(92.5%) were normal enterprises, and 33 (7.5%) were insolvent enterprises. Through a literature review, eight
non-financial factors commonly used for insolvency prediction were selected. The cross-analysis results
showed that four of these factors were significant. Logistic regression analysis revealed that two variables,
including corporate credit rating and the personal credit rating of the representative, were significant.
Financial factors such as debt ratio, sales operating profit rate, and total asset turnover were used as control
variables. The empirical analysis confirmed that the two independent variables maintained their influence even
after controlling for financial factors. Given that government-led support and development policies have
limitations, there is a need to shift policy direction so that various companies aspiring to create social value
can enter the social enterprise sector through private and regional initiatives. This would enable the social
economy to create an environment where local residents can collaborate to realize social value, and the
government should actively support this.
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Cross analysis, Logistic regression analysis
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Independent Variable Dependent Variable

- Representative Information
- gender
" age
- marital status
- personal credit rating
- Corporate Information
* location of business
- sector
* corporate credit rating
- social enterprise type

- Social enterprise
- normal
* insolvent

Control Variable

- Financial Information

- debt ratio

- operating income to sales
- total asset turnover ratio

Fig. 1. Research model
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Table 1. Details of independent variables

Classification Indepgndent Detail ey
variable research
Gender male(0), female(1) [34], [38]
under 39(1), 40-59(2),
Representative Age 60+(3) 139]. {401
Information  |Marital status|married(1), not married(2)| [32], [41]
Personal
oredit rating gradel1(1)... grade5(5) | [10], [42]
Location of metropolitan area(1),
business | non-metropolitan area(2) [36], [43]
manufacturing(1),
Sector wholesale and retail(2), | [37], [44]
Corporate etc(3)
Information Corporate gradel - grade3(1),..
R (1], [45]
credit rating | grade13 - grade15(5).
Social social enterprise(1)
enterprise re-social entper r\'se@ 331
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Table 2. Status of social enterprises by factor

(N=439)
Independent variable Normal | Insolvency | Total
Gender male 279 25 304
female 127 8 135
under 39 42 4 46
Age 40-59 292 20 312
60+ 72 9 81
Marital status married 294 25 319
not married 112 8 120
grade 1 94 4 98
grade 2 138 8 146
Personal grade 3 106 9 115
credit rating
grade 4 49 8 57
grade 5 19 4 23
) metropolitan area 150 15 165
Location of -
business non-metropolitan 256 18 274
area
manufacturing 120 15 135
Sector vvholesalg and 74 6 80
retail
etc 212 12 224
grade 1-3 16 1 17
grade 4-6 80 2 82
Corporate grade 7-9 172 7 179
credit rating
grade 10-12 100 16 116
grade 13-15 38 7 45
Social social enterprise 289 25 314
enterprise pre—sogal 17 8 195
type enterprise
less than 200% 183 8 191
Debt ratio 200%-500% 103 9 118
over 500% 65 8 70
capital erosion 55 8 60
loss—making 170 16 18
) company
Operating [™ioss than 0-3% | 85 7 94
Neome 10" Ness than 3%-5% |49 4 54
ST lless than 5%-10%| 63 4 67
more than 10% 39 2 42
less than 1 136 10 146
less than 1-2 136 6 142
Totalasset 77 an 2-3 54 7 61
turnover ratio
less than 3-4 36 6 42
exceed 4 44 4 48
Total 406 33 439
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Table 3. Chi-square test results

. Degrees of | Significance
HEnEE vl frgedom p?obability
Gender 2.197 1 138
Age 4.075 2 130
Marital status 4.313 1 .038*
Personal credit rating 12.270 5 .031*
Location of business 4.744 1 .029*
Sector 3.675 2 159
Corporate credit rating | 20.601 4 .000**
Social enterprise type 3.560 1 .059

*p<0.05, **p<0.01
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Table 4. Logistic regression analysis result

Step|Variable| B SE | wald S;?gg:;ﬁfye Eg?
A .088 131 450 .502 1.092
] B -.023 104 .051 .822 977
C 101 107 .883 .347 1.106
H -2.871 452 40.376 .000 .057
A .049 138 126 722 1.050
B -.042 106 159 .690 .959
C 128 110 1.351 245 1.136
9 D -.861 459 3.515 .061 423
E .335 133 6.344 .012* 1.399
F -.576 .331 3.035 .081 562
G 575 173 11.028 .001** 1.776
H -3.797 | 1.133 | 11.240 .001 .022
A debt ratio, B : operating income to sales,
C : total asset turnover ratio, D : marital status,
E : personal credit rating, F : location of business
G : corporate credit rating, H : constant term

*p(0.05, **p¢0.01
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Table 5. Results of research hypothesis adoption

Research hypothesis Result
1-1 | Gender affects corporate insolvency Rejected
1-2 | Age affects corporate insolvency Rejected
1-3 | Marital status affects corporate insolvency Rejected
124 Eersonal credit rating affects corporate Adopted
insolvency
The location of the business affects .
2-1 ) Rejected
corporate insolvency
2-2 | Industry affects corporate insolvency Rejected
9.3 Corporate credit rating affects corporate Adopted
insolvency
2-4 | Company type affects corporate insolvency Rejected
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