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Operations Performance Simulation of Domestic Airline Companies
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Abstract

This research reorganize a ROIC tree as a tool of comparing operations performance of Korean aviation
industry and visualize the relationship between operations factors and return on invested capital(ROIC). In
finance area, the economic value is considered to be created when ROIC is more than WACC(weighted
average cost of capital). We use ROIC tree to compare airlines' labor productivity and profits which is
created by one employee and measure the potential costs which can be reduced by improving operating
efficiency. The ROIC tree analysis can be used for not only airlines' industry but every type of companies.
This analysis is a method of visualizing the relationship between operations and financial department with
not enumerating complicate equations but constructing a simple tree structure. We expect that this research
will be used as a tool of relationship analysis between operations and financial performance in many
companies.
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[Fig. 1] Basic structure of ROIC tree
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[Table 5] Comparing labor productivity between the Korean Air and Jeju air
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