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WELCOME MESSAGES






—)EATSA

Euro-Asia Tourism Studies Association

Welcome to the 2nd Annual Conference of the Euro-Asia Tourism Studies Association!

Welcome to Portugal!

On behalf of the EATSA Direction Board, | would like to thank IGOT - University of Lisbon,
CiTUR - Polytechnic Institute of Leiria and CEGOT - University of Coimbra for the competent
organization of this international meeting and for supporting EATSA efforts to connect
tourism researchers from many countries of Europe and Asia.

In a global world, the networking cooperation among researchers is the first necessary
step for embracing global phenomena. Tourism stands as one of more complex and globalized
industry and it is also a highly globalized sociocultural phenomenon. Its scientific study re-
quired the implementation of more broaden and holistic approaches that only can be
achieved through the international cooperation of academia.

EATSA’s mission consists of creating the more appropriate context in tourism research
community leading the following outcomes:

1. Promoting research and education in the field of tourism, hospitality and recreation
in Asia and Europe, with special focus on the comparative international studies.

2. Promote the dialogue among scholars of all scientific disciplines engaged in the
tourism studies, in order to move from the current multi-disciplinary approach to a
more integrated and trans-disciplinary one.

3. Foster more close connections between tourism academia and tourism industry.

4. Encourage the exchange of research results, practical experience, and ideas by or-
ganising conferences, meetings and developing research networks among members
and institutions.

5. Promote a more intensive cooperation between European and Asian scholars in the
fields of Tourism, Hospitality and Recreation.

6. Disseminate research results through various channels.

The annual conferences of EATSA, that go side-by-side with the General Assembly, is a
high spot of this volunteer and enthusiastic dynamic that is ruled by a common will of con-
structing a new world in tourism research academy.

In our conferences we are paving a new pathway for encouraging and consolidating new
international projects. Since the EATSA Inaugural Conference, last year in Taiwan, EATSA gave
its patronage to the following multinational or worldwide) projects:

BACK TO CONTENT |
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e The Commonwealth Research Project, coordinated by Ch-Jen Su, from Taiwan;
* The Tower of Babel Project, coordinated by Francisco Dias, from Portugal;

e The Conference Attractiveness Project, coordinated by Viktorija Grigaliinaité and
Lina Pileliené, from Lithuania.

16 ‘ To encourage new networking projects, we created in our conferences a specific forum

—the International Collaborative Forum (ICF) - where participants can share their innovative
projects with other participants. In the EATSA Conference 2016 two interesting projects will
be presented at the ITC, namely:

e Coastal and maritime destinations: between attractiveness and preservation, by
Patrick Bouchet, from France;

e Performance evaluation of small independent hotels, by a team of Portuguese re-
searcher coordinated by Luis Lima Santos.

In the very short period of its existence, EATSA networking approach has been demon-
strated its effectiveness, that consists of (1) discuss and co-create common research method-
ologies at global level; (2) carrying out international studies based on common
methodologies; (3) coordinating efforts to make more credible the voice of tourism research
community inside the academia and in relationship with the industry.

Those above facts that are aligned with the EATSA’s mission make EATSA members much
more confident in the international cooperation and are the main motivational driver of its
Direction Board.

Francisco Dias

President of Direction Board of EATSA

| BACK TO CONTENT



O IPL

escola superior de rurismo
e recnologia do mar
instiruto polirecnico de lelria

Welcome to EATSA Conference

The promotion of international scientific meetings is itself an asset. Not only the ex-
change of experiences as well as by the approach of people and institutions, fostering part-
nerships, projects and essentially communication and friendship to both institutional and
personal. The EATSA has this virtue and brings together people, institutions, countries, cul-
tures and continents and congratulations to the entire organization and to all participants.

The Polytechnic of Leiria (IPLeiria), and specifically its School of Tourism and Maritime
Technology (ESTM), as a partner of this organization, see the institutional and international
partnerships as a strategic option for sustainability and growth. The universality that the gen-
esis of a higher education institution must have, based perfectly in the strategy that IPLeiria
has followed in the field of training, research and extension, demonstrating their visionary
capacity for future and involvement.

In terms of educational offer, currently IPLeiria offers a hundred Portuguese courses, un-
dergraduate, masters and Tesp, directed not only to national students but also to the Por-
tuguese-speaking countries. It also offers nine specific masters in English, looking for other
international student’s want of Europe and the rest of the world. Specifically we are one of the
few national institutions that have a degree of Portuguese-Chinese and Chinese-Portuguese,
in partnership with higher education institutions in China and Macau. This year the IPLeiria has
close to a thousand international students in its various schools, either in educational offer or
in research and the future goal is to grow and through strategic partnerships.

The tourism industry is extremely important to Portugal and ESTM attentive to this op-
portunity based part of their educational offer in tourism, hospitality and catering. About
60% of teachers are PhD and this has allowed the development of applied research in the
area, based on the CITUR-Applied tourism Research Center. Partnerships with several coun-
tries such as Oman, China, Macau, Brazil, Cape Verde, Lithuania, Italy, Poland, Taiwan, Spain,
among others, have allowed the ESTM is internationally involved with mobility of teachers
and students, organizing conferences and international meetings and development interna-
tional research projects.

Thus, it is for the IPLeiria and particularly for ESTM an honor to receive such an impor-
tant conference and as distinguished speakers, presenting, discussing and promoting new
ideas, new cultures and innovative methodologies that foster more research in tourism, en-

BACK TO CONTENT |
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courage participation and sharing skills, promote knowledge and establish friendly profes-
sional relations, institutional partnerships and creative relationships making tourism the in-
dustry of friendship. As lovers of this fantastic area that is tourism, and interested in creating
science, we are available to find out more and available to embark on new challenges, so
challenge us!

18 ‘ Be Welcome to Portugal, experience the Portuguese culture and | hope you have a good

time in this Western Region and be happy in the ESTM.

Paulo Almeida

Dean ESTM

| BACK TO CONTENT



O IPL

cenrro de invesrigagao aplicada
EMm furismo

instiruro politécnico de leiria

Dear EATSA 2016 delegates,

Contemporary society is structured upon change, everything happens very fast. Distances
are measured in hours rather than in kilometres, allowing the concept of tourist destination to
expand and consolidate new development models as leverage of economic benefits for ben-
eficiary communities.

The relevance of tourism activity is usually measured by the impact on exports, by the
weight of revenues in GDP and also by their contribution in creating jobs, benefiting countries,
business dynamics and family economy. These are the main reasons that support the impor-
tance of tourism in countries’ economies. For these reasons, in the early XXI century it is fair
to praise the tourism activity that, because of its multidisciplinary, interdisciplinary and con-
sequently transversal nature in its social dynamics, presents itself as leverage for the sustain-
able development of many countries, particularly those considered to be developing.

However, the importance of tourism to a country’s economy cannot be dissociated from
its geopolitical reality, which states the economic and financial sovereignty and guides the
establishment of major strategic axes for the tourism sector. In this particular case, there cannot
be doubts that one of the strategic priorities for the tourism sector should go through applied
research on tourism as an economic and social phenomenon, by the suppression of regional
needs at national level or by the understanding of global scale phenomena.

The Polytechnic of Leiria, through the Centre of Tourism Applied Research (CiTUR),
seeks to position itself as an applied research key partner by participating on scientific research
projects involving the training of 2nd and 3rd cycles, by publishing scientific papers in national
and international peer-reviewed journals and by presenting papers at scientific meetings. For
these reasons, CiTUR adopts applied research, production and transfer of scientific knowledge
in tourism as its mission and develops studies and work oriented to meet the needs of the aca-
demic, corporate and national institutional community.

To motivate highly qualified researchers in multidisciplinary areas for international co-
operation is essential, particularly in association with tourism knowledge dissemination projects
in cooperation with other international research units. The global dimension of tourism as a
study object requires a worldwide response from researchers, grounded in knowledge networks.

CiTUR welcomes the three research units for their joint organization, and for promoting
EATSA 2016 as an event which will allow the tourism phenomenon to be discussed with

BACK TO CONTENT |
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global partners, structured in thematic areas such as regional development and planning, hotel
management, tourism marketing, cultural heritage and leisure, practices of sustainable tourism,
ecology and innovation, among others.

Serious work and networking research is the chosen path by many of those who will at-

| tend this great meeting between researchers and international experts.
20
Just as Portugal is committed to tourism development, Leiria Polytechnic teachers and
CiTUR researchers are seriously dedicated to advanced training and to quality tourism re-
search as an essential phenomenon of social sciences for the individual’s well-being, the com-

panies’ competitiveness and the nations’ prosperity.
Luis Lima Santos

CiTUR Coordinator

| BACK TO CONTENT



Instituto de Geografia
e Ordenamento do Territoria

UNIVERSIDADE DE LISBOA

Institute of Geography and Spatial Planning (http://www.igot.ulisboa.pt/)

IGOT is an organic unity of education and research at the University of Lisbon in the
fields of Geography and Spatial Planning. It was established in 2009, following an institutional
reform of Portuguese higher education system, as a new autonomous body of the University
of Lisbon, incorporating a teaching and training unit - the Geography Department (created
in the 50’s) and a research unit - the Centre for Geographical Studies (created in 1943), of
the same university.

The IGOT mission is to ensure higher education, conduct research, disseminate knowl-
edge and provide technical and specialized scientific consulting to the community in the
fields of geography, spatial planning and management, development and territorial cohesion
policies, urban planning, environment, resources and risks, the dynamics and socio-spatial
organization. Thus, the mission of IGOT articulates the three functions of universities - Edu-
cation, Research and Connection to society - in order to stimulate innovation, disseminate
knowledge and contribute to development. The IGOT has approximately 750 students, con-
sidering all levels of education, a full-time teaching staff of 43 people (80% with a PhD) and
180 researchers (40% with a PhD).

In nowadays the IGOT is the leading Portuguese institution in geographical research and
teaching developing diverse projects, either coordinated by its professors and researchers or
in partnership with others, which include in their teams many PhD and Master students as well
as young undergraduates who benefit from the applied research, very often working closely
with policy makers both at the municipal and central level. The international reputation of the
IGOT's professors and researchers is furthermore highlighted by a number of invitations for
visiting professors at other institutions; present lectures at leading institutions, keynote speakers
at international conferences and memberships of editorial boards and boards of directors.

Benefiting from the beginning of a close cooperation relationship with the Geography
Department, the IGOT offers actually 2 Bachelor degree programs: “Geography”; and “Spatial
Planning”. In addition to this, it actively cooperates in the degrees of “European, African and
Asian Studies” offered by the Faculty of Leters, University of Lisbon. Regarding to post-grad-
uate education, IGOT has 5 Master degree programs (“Physical Geography and Spatial Plan-
ning”; “Urban Management and Urbanism”; “Population, Society and Territory”; “European
Policies”; “Geographical Information Systems Applied to Spatial Planning and Management”)

and is institutionally involved in the joint Master degree of “Demography”; “History and Ge-
ography Teaching”; and “Tourism and Communication”. In addition to this, it also conducts

BACK TO CONTENT |
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a PhD program in “Geography”, which is open to the various disciplinary fields, and a PhD
program in “Tourism” (with the collaboration of the Higher Institute of Hospitality and
Tourism Studies of Estoril); and is also partner of 2 other PhD programs: “Migrations”; and
“Territory, Risk and Public Policies”.

IGOT comprises the CEG - Centre for Geographical Studies, (http://www.ceg.ul.pt/), the
most important center of R&D within the Portuguese Geography and rated internationally
as a center of excellence.

The CEG was founded in 1943 by Professor Orlando Ribeiro. For over seven years, the
CEG has been the main Portuguese institution carrying out research on Geography and pro-
moting the progress of the geographical science in Portugal, achieving a remarkable position
in the international geographical context. The CEG received the highest classification of “Ex-
cellent” in the last 3 evaluation periods by the official panels of international experts nomi-
nated by the Portuguese Foundation for Science and Technology.

The scientific activity of CEG is being now developed by 180 researchers (40% PhD grad-
uates), and is focused on the development of the geographical science and on the application
of geographical knowledge in Portugal, Europe and other territories. It is also often visited
by researchers from other countries and all its senior researchers have been invited to co-
operate in international teams, as well as to teach and give lectures in foreign universities.

The CEG is now organized in 7 Research Groups: MIGRARE - Migration, Spaces and So-
cieties; MOPT - Modelling, Urban and Regional Planning; RISKam - Environmental Hazard
and Risk Assessment and Management; SLIF - Coastal and Fluvial Systems: Dynamics, Envi-
ronmental Changes and Management ; TERRITUR - Tourism, Culture and Space; ZEPHYRUS
- Climate Change and Environmental Systems; and ZOE - Urban and Regional Change and
Policies.

| BACK TO CONTENT



CE(GOT

Centro de Estudos de Gepgrafia
g Ordenamento do Territario

The CEGOT (Centre of Studies on Geography and Spatial Planning) brings together the
majority of researchers/teachers of Portuguese Geography based on the universities of the
North and Center of Portugal (Coimbra, Porto and Minho), as well as a large number of re-
searchers associated with research projects, completing PhD or post-doctoral projects in
these universities.

Thus, this R&D unit, approved for funding by the Science and Technology Foundation,
corresponds to a large space of collaboration, in which individual interests of scientific re-
search are articulated with collective goals, gathered around the geography, both in its the-
oretical approaches and in its articulation with the spatial planning. CEGOT research is
structured around three main groups:

® Group 1 — Nature and environmental dynamics
® Group 2 — Cities, competitiveness and well-being
e Group 3 — Cultural landscapes, tourism and development

In addition to the research that is developed internally, CEGOT is open to cooperation
with other scientific disciplines of the earth and social sciences, as well as with colleagues
from all relevant institutions of geographical research in the country and from abroad, no-
tably from Brazil and other Portuguese-speaking countries, also electing as priority relations
with Spain and other European countries.

In Group 3 we try to give value to the use of space and of time, assuming that they play
a decisive role in the organization of our society. The demand for territorial identities and
the marketing of places gain special importance and intersect the value of development at
different scales with the activities associated with leisure and tourism.

This multidimensionality projects a territorial cohesion requiring depth knowledge of
local and regional resources, on its tangible and intangible aspects, and provide special ex-
pression to researches on competitiveness, innovation, positioning, and destinations man-
agement. The processes of monitoring and diagnosis are invariably present and are seen as
fundamental methodology in scientific research of mobility, leisure activities and tourism,
cultural landscapes and the processes of development. Considering tourism as a strategic
domain, to which natural and built heritage, material and immaterial culture and develop-
ment are associated, this group privileges the study of two areas articulated among them-
selves, for which several objectives and research strategic guidelines have been established
for the next years:

BACK TO CONTENT |
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TOURISM: Heritage(s), culture and innovation in the construction of touristic territories;
Environmental, economic, social and cultural sustainability in tourism; Tourism and culture
as strategic factors to local/regional development. SPACE DYNAMICS AND DEVELOPMENT
Leisure and promotion of well-being in populations; Social inequalities in low density terri-
tories; Cultural landscapes and development.

24 ‘ The CEGOT welcomes the EATSA 2016 delegates and wishes everyone a great scientific

work that contributes to a better scientific understanding of tourism, promoting its devel-
opment and sustainability.

Lucio Cunha

Scientific Co-ordinator of CEGOT

| BACK TO CONTENT



FINANCIAL BALANCE OF SMALL INDEPENDENT HOTELS:
THE MANAGEMENT VIEW

Diana Vieira Alves?, Luis Lima Santos?,
Catia Malheiros?, and Raul Ribeiro Ferreira?

ABSTRACT

In order to succeed in a competitive tourism world, financial balance is fundamental to hotel manage-
ment. In the particular case of small independent hotels, the financial ratios and indicators analysis
have been used connected with the decision-making process, which allows their survival. Prior studies
related to the use of financial ratios and indicators in the hospitality industry in several countries has
demonstrated that these analysis are one of the most important management tools. Hotel chains nor-
mally use global financial ratios and indicators, which provide a huge amount of information. That can
be explained by the fact they have to follow management worldwide rules. However, as in many Euro-
peans countries, the Portuguese corporate structure is composed by micro and small enterprises. This
fact has led us to propose a set of suitable financial ratios and indicators (liquidity, solvency, profitability
and turnover ratios and indicators) — “tableau de bord” — to be used on small independent hotels’ man-
agement. A questionnaire addressed to independent hotel managers was conducted to obtain data,
which has been submitted to a statistical analysis. To characterize the financial ratios and indicators
descriptive statistics were used. The conclusion shows that despite the importance of some of the fi-
nancial ratios and indicators they are not being used, which indicates an opportunity related to the
proposal of a “tableau de bord” adapted to small independent hotels management.

KEYWORDS
Financial balance; ratios and indicators; small independent hotels; performance.

Introduction

The hospitality industry represents the core business of the Portuguese global tourism.
The Portuguese supply, similarly to other European countries, is composed by a majority of
small independent hotels that have to compete in a global scale. To achieve success, it is crit-
ical that hospitality managers develop skills in financial analysis to optimize the decision mak-
ing process. Indeed, financial analysis provides useful information. Even though financial
indicators and ratios are important, for example, working capital, solvency, return on equity
(ROE) and breakeven point, in hospitality industry hoteliers mostly used operational tools.

Consequently, this research intends to measure the usage and the importance of finan-
cial ratios in the case of Portugal. Thus, the aim of this study is to validate the management
view concerning the financial balance by identifying the ratios and indicators that are being
used and their importance for small independent hotels.
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This article is structured as follows: first, there is a literature review about the financial
ratios and indicators. Then, it is explained the methodology used on the research. The last
part is dedicated to detailed analysis of research findings and conclusions.

Literature review

Recently, the Portuguese hotel industry has undergone some adjustments caused by
changes in the framework legislation. Some differences are associated to reducing the num-
ber of existing typologies, approaching the Portuguese reality of what is internationally
known. In 2014, there were 2048 accommodation establishments in Portugal, of which 55%
were hotels (Turismo de Portugal I. P., 2015). Four stars hotels represents the typology that
offer the largest accommodation capacity in terms of rooms and beds. Like the majority of
European countries (PORDATA, 2015), the supply of Portuguese lodging industry is mostly
composed of micro and small independent hotels, despite the importance of national and
international chains, such as Accor (lbis, Mercure, Novotel), Best Western, NH Hotels, Holiday
Inn, Pestana and Vila Galé (Tuta and Micu, 2013; Deloitte, 2015).

According to Chiao et al. (2006), Son et al. (2006) and Svetlic 2007), cited by Deaconu
and Buiga (2015:334) SMEs have an increasing contribution in generating wealth both in de-
veloped and emergent economies.

For the small independent hotels — 99.7% according Serrasqueiro and Nunes (2014:99)
— the financial balance is a very important issue as they have to be competitive on a global
scale. Therefore, Mia and Patiar (2001:115) consider that hotel managers could use the man-
agement accounting system for positioning their hotel in the competitive market. Damitio
and Schmidgall (2006:38) include ratio analysis between 24 managerial accounting skills
ranked by managers and controllers of the lodging industry.

In the same way, Altman (1968:590) refers that “the detection of company operating
and financial difficulties is a subject which has been particularly susceptible to financial ratio
analysis” and that “in general ratios measuring profitability, liquidity and solvency prevailed
as the most indicators”. Altman adds that the order of their importance is not clear.

Chiu and Huang (2011:2160) refer that “it seems insufficient only to use the operational
efficiency to evaluate a performance. Instead, adding the profitability efficiency as an indi-
cator provides additional insights into the industry’s performance measures”. Lamminmaki
(2008:163) mentions that outsourcing on management accounting is broadening influence
in terms of financial and non-financial accountability. However, Mia and Patiar (2001:124)
state that general managers’ greater emphasis on financial than non-financial indicators,
which require further research.

Faello (2015:75) highlights that financial ratios and indicators “help explain financial
statements”, “assist in benchmarking a firm’s performance with other firms in the same in-
dustry” and “help financial statement users in identifying problem areas with a company’s
operations, liquidity, debt position, or profitability”. In this context, Faello (2015:82) concludes
that these benefits are dependent on the comparability of a firm’s financial ratios and indi-
cators with itself and between firms over time.

In his research, Phillips (1996:350-353) presents a table which includes prior studies of
mixed companies, where financial ratios and indicators are referred, such as “average of
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three years sales and profits”, “profitability”, “return on sales”, “return on equity”, “return
on assets”, “stock prices”, “stockholders’ return” and “earnings per share”. In relation to small
hotels’ business performance, Phillips (1996:355) indicates “return on investment” and
“profit margin”.

About the Irish small independent hotels, Melia and Robinson (2010:6) conclude that
“annual accounts”, “operating profit margin”, “asset turnover”, “return on investment”,
“sales” and “earnings per share” form the preferred financial performance measures which
are critical to their business success and development.

In contrast, Chhabra and Pattanayak (2014:49) conclude that Indian small companies’
owners consider financial accounting as waste of time with no tangible benefits. In contra-
diction, Geller and Schmidgall (1984), cited by Harris and Brown (1998:172) refer that the
role of the hospitality accountants has changed from “a necessary evil” to a partner on the
management process.

Harris and Brown (1998:172) explain that accounting and finance knowledge and skills
are required by all members of the management team in hospitality organisations. Briciu et
al. (2013:37) confirms that accounting information is very useful in decision making process
in Romanian hospitality industry. Karadag (2015:25) states that strategic financial information
is one of the key managerial areas of SMEs in Turkey, due to its vital role on their survival,
growth and performance.

According to Mills and Yamamura (1998), cited by Ryu and Jang (2004:16), a business’
true economic health can no longer be fully measured with an accrual basis accounting system
alone. Ryu and Jang (2004:16) add that financial ratio analysis has been extensively employed
for a long time, to assess the financial performance by managers. In their study (2004:20) it
was presented a table with two ratio categories, “traditional” and “cash flow”, indicating the
ratios and formulas, which are related to “liquidity”, “solvency” and “profitability”.

These setting of financial ratios is important as they should be considered as ultimate
indicators of hotels’ performance (Aissa and Goiaed, 2016:479). Supporting this view, Uyar
and Guzelyurt (2015) cited by Anuar and Chin (2016:275) emphasis that SMEs have limited
access to external financing and they are more dependent on internally generated funds re-
sulting from profitable operations.

The financial balance consists in short term and long term analysis, which ensures sta-
bility in terms of liquidity and structure (Mihajlovi¢, 2015). Safety in terms of profitability
and turnover, can be added.

To assess financial balance, Schmidgall and DeFranco (2004:3) and Jorge (2010:31-43)

strengthen that ratios can be divided into five main areas: “liquidity”, “solvency”, “activity”,
“profitability” and “operating”.

In line with the most of the author’s abovementioned, the ratios were organized in four
groups:
a) Liquidity;
b) Structure;
c) Profitability; and
d) Turnover.
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The first group, refers to liquidity ratios which measure hotel’s ability to meet its short-
term liabilities (table 1). By calculating these ratios the hotels can assess the state of short-
term financial balance because it establishes a relation between current assets and liabilities.

Table 1: Financial ratios and indicators - liquidity

716 Description Formula

current assets — inventory
current liabilities

Current quick ratio

. cash
Cash ratio T
current liabilities
Liquidity margin quick assets — current liability

current assets

Current liquidity ratio current liabilities

Working capital current assets — current liabilities

Source: prepared by authors

The second group, referring to structure ratios, presents the ratios that evaluate the
hotel’s capacity to fulfil its long-term obligations (table 2). By calculating these ratios the ho-
tels can ascertain the state of long-term financial balance because it establishes a relation
between financing and investment.

Table 2: Financial ratios and indicators - structure

Description Formula

eguity
tangible assets + intangible assets

Investment coverage ratio

. . ermanent capital
Fixed Assets coverage ratio P 2 P
fixed assets

equity

Financial autonomy ratio non — current liabilities

equity

Solvency RO i’
liability

Source: prepared by authors

The next group refers to ratios and indicators that allows the knowledge of the hotel
profitability. As the name suggests, it evaluates the management of the hotel, through the
relation between income and other variables from financial statements (table 3)

Table 3: Financial ratios and indicators - profitability

Description Formula

Net income after income tax
f x100

Return on equity (ROE)

equity
net income after taxes + Financial charges
Return on Assets (ROA) %100
assets
Financial leverage degree cost of indebtedness impact in equity profitability

business segment net income
x

Business segment profitability 100

business segment turnover

Source: prepared by authors

| BACK TO CONTENT




FINANCIAL BALANCE OF SMALL INDEPENDENT HOTELS: THE MANAGEMENT VIEW

The last group refers to ratios and indicators related to the hotel turnover (table 4).
These ratios and indicators give information about the reasonability of the value expressed
in some balance sheet items.

Table 4: Financial ratios and indicators - turnover

Description Formula

Suppli
uppliers 365

Average time of cash payments purchases (goods & services)

. X customers %365
Average time of cash receipts sales (aonds t services)
, .. nventories
Days’ sales in inventory %365

cost of sales

the level of sales at which a company will make

Breakeven point . .
neither an income nor a loss

Source: prepared by authors

Methods

A quantitative approach was adopted. The study covers the period until the year of
2016. It was developed a structured questionnaire to serve as main data for this study. The
guestionnaire was elaborated on an online platform and was conducted between March and
April of 2016. Afterwards, in collaboration with Portuguese Hotel Managers Association (As-
socia¢do dos Diretores dos Hoteis de Portugal - ADHP), an email was sent to the CEO of small
independent hotels of Portugal containing a link to the online survey. It was asked to fill out
the questionnaires properly. The hoteliers who answered will receive the study’s results on
this first phase.

The questionnaire was divided in three parts. In the first one, the CEO’s were asked to
provide information about the hotel unit description (management type, number of stars,
employees, rooms and available F&B seats, last available year turnover, existing departments)
and they also were asked to indicate the significant revenue and expenses topics, normally
used in the USALI.

In the second part, the CEQ’s were asked about the use of operational indicators and
ratios. First they had to anQswer if they use or not each indicators and ratios. After that they
had to rate their importance to the hotel unit management, using a 5 point Likert scale with
“1” being “not important”, “2” being “less important”, “3” being “important”, “4” being “very
important” and “5” being “extremely important”.

In the third part, the CEO were asked about the use of financial indicators and ratios,
namely: liquidity, solvency, profitability and turnover indicators and ratios. Likewise, first they
had to answer if they use or not each indicators and ratios, after that they had to rate their
importance to the hotel unit management, using a 5 point Likert scale with “1” being “not
important”, “2” being “less important”, “3” being “important”, “4” being “very important”
and “5” being “extremely important”.
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The results of the third part were used in this study and the results of the first and sec-
ond parts were used in independent papers.

A total of 25 surveys were collected, of which 21 were usable. The data was processed
using SPSS. It was used descriptive statistics in order to determine financial indicators and
ratios that are being used by hoteliers.

Results

In this study, 21 hotels of Portugal were analysed. The sample consists of hotels with
one to five stars rating and, as it can be observed in Figure 1, it was found that most hotels
in the study (55%) are classified with four stars. The number of rooms varies from 17 to 240
and the mean of hotels’ rooms is 65.

Figure 1: Hotels classification

50%
400

30%

55%
25%
2066 15%
5%
A

1 STARS 3 5TARS 4 5TARS 5 STARS

Source: prepared by authors

Relatively to the number of employees, the sample is featured with a mean of 30. The
turnover confirms this profile (small enterprise), with a mean of 2.3 EUR millions.

When asked about organizational structure, 57% of hoteliers replied that their units
were organized by departments. As shown in Figure 2, the two most common departments
are the two traditional major operating departments: “Rooms” and “Food & Beverage” (F&B).

Figure 2: Hotels’ departments

1z

10

11
ROCAAS AR GOl bl HEALTH FTHILRS
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Source: prepared by authors
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To analyse the results concerning the use of financial ratios and indicators, as it is men-
tioned in methods section, four groups were created: liquidity, structure, profitability and
turnover ratios and indicators.

As presented in Figure 3, the percentage of usage concerning the liquidity ratios is lower
than 50% for each ratio and indicator. That means that less than half of the hospitality man-

agers inquired are using them. The “working capita

III

reaches the best usage percentage with

48% and the “current quick ratio” reaches 43%, which is representative of their practical use-
fulness for hoteliers, as they consider important the operating liquidity available and the
ability to use its current assets (cash / cash equivalents, negotiable securities and accounts
receivable) to pay its current liabilities.

Figure 3: Usage rate of liquidity ratios/indicators

A8%
A%
13%
I ‘JJH-I ”h
WORKING CURRENT CASH RATIO LICLIINTY CURRENT
CAPITAL UICK RATIO MARGIN LICHDATY
RATIO

Source: prepared by authors

Regarding the structure ratios and indicators (Figure 4), the results are lower than the
liquidity ratios, as the four ratios and indicators in this group obtained 24% of usage, which
can be interpreted as a neutral attitude in face of investments financing and of solvency of

the small hotels.

25%

0%

1%

10%

5%

Figure 4: Usage rate of structure ratios/indicators

24% 24N 24% 24%

INVEST, COV,
RATIO

FIL ASSETS COW FIN. ALMTD, RATIO
RATIO

Source: prepared by authors
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In the case of profitability ratios and indicators (Figure 5), the results are also lower than
50%, with two of them reaching 33% (“ROE” and “ROA”) and the other two obtaining a usage
percentage lower than 30%.

Figure 5: Usage rate of profitability ratios/indicators

720 T0%

b2 6l

50%

40%

313%

20

10%

AVER. TIME AVER. TIME BREAKEVEN DAYS' SALES
CASH PAYMENTS  CASH RECEIPTS POINT INVENTORY

Source: prepared by authors

Concerning the turnover ratios and indicators (Figure 6), some of them reach higher re-
sults compared to the other three groups. In fact, the “average time cash payment” and the
“average time cash receipts” are being used by more than half of the hoteliers with a per-
centage of usage of 62% for both, which is representative of a bigger involvement on daily
routine management. The “breakeven point” almost reaches 50%, which means the interest
about the point where total revenue equal total expenses.

Figure 6: Usage rate of turnover ratios/indicators

e
62% 62%
0%
50m;
43%
o 33%

3
20%
10%
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CASH PAYMENTS  CASH RECEIPTS POINT INVENTORY

Source: prepared by authors

The second part of the survey respecting the financial ratios and indicators measured
the importance rate of all of them for the decision making process, regardless of their use.
The results for these four groups of ratios and indicators highlight that all of them reached a
mean higher than three, which means that they are all considered at least important, despite
the low percentage of utilization. As it can be confirmed, results concerning their use are
similar to results about their perception of importance.
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In the case of liquidity ratios and indicators, Figure 7 shows that the “working capital”
and “current quick ratio” obtained the highest mean of importance, with 4,2 and 3,8 respec-
tively.

Figure 7: Importance of liquidity ratios/indicators

Current quick
ratio
: 18
Workin ;
g 42 Cash ratio
capital 13
12
14
Current Liquidity
liquidity ratio margin

Source: prepared by authors

Analysing the results for structure ratios and indicators (Figure 8), it is possible to verify
that all these ratios and indicators obtained similar values for the importance measurement.
Indeed, all of them obtained a mean of 3,4 or 3,3 in the scale from 1 to 5.

Figure 8: Importance of structure ratios/indicators

Solvency

34
Financial Investment
: 33 33 2

autonomy ratio coverage ratio
33
Fixed Assets
coverage ratio

Source: prepared by authors

For the profitability ratios and indicators (Figure 9), the results are similar to the struc-
ture ratios. However, “ROE” and “ROA” reach almost the “very important” level.
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Figure 9: Importance of profitability ratios/indicators

ROE
1.6
Business
segment 3.3 3.6 ROA
profitability
i4
Financial
leverage degree

Source: prepared by authors

Concerning the turnover ratios and indicators importance analysis, Figure 10 shows that
they obtained the highest results compared to the other three groups. In fact, two of them
reach the “very important” level and they are the same ones that reached higher utilization
percentages, namely “average time cash payment” and the “average time cash receipts”. The
two other indicators were considered “important” but obtained a high value in this category,
almost reaching the “very important” level.

Figure 10: Importance of turnover ratios/indicators

Average time of

cash payments
43

Days' sales in 5 Average time of
inventory 5 42 cash receipts

1.9
Breakeven point

Source: prepared by authors

Conclusions

The Portuguese lodging industry, as the most part of European countries, is mostly com-
posed of micro and small independent hotels. For these hotels, the financial balance is a
very important issue as they have to be competitive on a global scale. That is the reason why
prior studies have recognized the usefulness of the management accounting system, namely
the financial ratios and indicators analysis.

Some authors highlight benefits by using financial ratios and indicators, for example,
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they help to understand financial statements, they give support to users assessing liquidity,
solvency or profitability and they allow the comparability of a companies’ financial ratios
and indicators with itself and between companies over time.

Prior studies have identified and studied several financial ratios and indicators. Never-
theless, it is possible to establish a coherent organization in four main areas: liquidity, struc-
ture (includes solvency), profitability and turnover ratios and indicators.

The results of this study are in accordance to literature review. Actually, the survey re-
sults related to use of financial ratios and indicators express that hoteliers prefer the available
operating liquidity (using mostly working capital and current quick ratio), which could be rep-
resentative of their bigger involvement on daily routine management, in line with the results
related to use of turnover ratios and indicators. It is interpreted a neutral attitude in face of
investment financing and of solvency ratios and indicators. It is also observed some interest
about the point where total revenue equal total expenses (breakeven point).

Regarding the importance analysis, it can be observed that in terms of liquidity, struc-
ture, profitability and turnover ratios and indicators, the results are in line with the results
related to the use of financial ratios and indicators analysis. In fact, working capital, solvency,
ROE / ROA and average time of cash payments / receipts have obtained the highest mean of
importance.

This can also be a mark of the identified problem in the literature review related to the
choice (or unfamiliarity) of some financial ratios and indicators for the hoteliers. Indeed, the
lower percentage of financial ratios and indicators usage can be related to the fact that man-
agers do not know them and not to the fact they cannot be useful for the assessment of fi-
nancial balance.

Limitations and future research

This study has some limitations such as low response rate. This is mainly due to the fact
the surveys have been presented to the hotel’s CEOs. Despite our efforts in order to obtain
a major number of usable questionnaires on the ADHP’s XII Nacional Congress, it seemed
that the CEOs have not got enough information to answer the questions (or that they are
not familiarized with all the financial indicators and ratios).

On the other hand, the survey took place only in Portugal, showing just the reality of a
country. However, it cannot be forgotten that the situation of small independent hotel is a
reality all over the world.

In the future, this survey should be addressed to CFOs, considering that they will be the
right people with adequate knowledge to answer. This survey has been translated into English
and Spanish so it will be applied in other countries. For that, we wish to be successful building
partnerships on international collaboration forum.

An opportunity was created to start a partnership with hoteliers’” management associ-
ations in order to provide professional training related financial ratios and indicators and
their usefulness, both in decision making process as in financial balance. It is our aim to add
the results of the second part of this survey, related to operational ratios and indicators, in
order to create an integrated “tableau de bord”.
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