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Abstract

The present manuscript studies and classifies the different performance variables and measures of
hotels, recorded in international scientific journals. Through the Content Analysis of 79 scientific
papers, this manuscript reaches a main conclusion regarding hotel performance indicators
measurement. Although researchers have acknowledged that the concept of hotel performance is
complex and manifold (and as such it is depicted and assessed with various and diverse indicators
and groups of indicators in international scientific literature), still the majority of them measure hotel
performance in a way that does not express its multidimensional nature in their studies as they
focus on a relatively small number of the above indicators. This paper mainly contributes to further
classifying hotel performance indicators and introduces a novel codification that allows researchers
to better understand indicators and hotel executives to use them more effectively.
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Introduction

The concept of performance is of major
significance as it lies in the core of business
strategy, affects the competitive position
(Claver-Cortes, Molina-Azorin and Pereira-
Moliner, 2006; Venkatraman and Ramanujam,
1986) and determines the long-term economic
sustainability of firms (Neves and Lourenco,
2009). Consequently, performance and its
measurement are key factors to every tourism
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enterprise’s success. This is established and
reflected in the emphasis that a vast amount of
international researches and papers in the field
of hospitality put over the past few years to
performance and its measurement (Kim, Cho
and Brymer, 2013; Oliveira, Pedro and
Marques, 2013; Ratsimbanierana, Sbai and
Stenger, 2013; Sainaghi, Phillps and Corti,
2013; Sourouklis and Tsagdis, 2013; Li,
Sanders and Frenkel, 2012; Marco, 2012;
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Rahman, Dayang-Affizzah and Edman, 2012;
Xiao, O'Neill and Mattila, 2012; Assaf and
Barros, 2011; Assaf and Cvelbar, 2011; Chen,
2011; Sozuer, 2011; Wu, Tsai and Zhou, 2011;
Chen, 2010; Fisher, McPhail and Menghetti,
2010; Hsieh and Lin, 2010; Sainaghi, 2010).
Performance as  conceptualization and
operationalization has always been an
ambiguous concept in the literature of business
administration related to both corporate
management and hospitality industry (Claver-
Cortes, Molina-Azorin and Pereira-Moliner,
2006). Consequently, taking into consideration
the special characteristics of performance, its
complex-multidimensional  nature  (Claver-
Cortes, Molina-Azorin and Pereira-Moliner,
2006) as well as its significance, it is no
surprise that there is such a vast number of
approaches in international business research
and journals dealing with the concept of
performance in general (Hult et al., 2008) and
hotel performance in particular: its
categorization and definition; its evaluation
techniques; and its specific indicator
measurement  (Karatepe, 2013;  Assaf,
Josiassen and Cvelbar, 2012; Karatepe, 2012;
Chen, Hsu and Tzeng, 2011; Kang, Lee and
Huh, 2010; Wadongo et al., 2010; Neves and
Lourenco, 2009; Phillips, 1999b). According to
Kaplan and Norton (1992, p. 71) “What you
measure is what you get’, given that the
organization’s measurement system affects the
behavior of employees and managers.
Therefore, the performance measurement
system should be aligned with and reflect the
various goals of a company. For all these
reasons, it is considered vital for performance
measurement systems to reflect the complex
nature of the service delivery process within
hotels (Garrigos-Simon, Palacios-Marques and
Narangajavana, 2005; Atkinson and Brander
Brown, 2001).

Throughout this manuscript it is assumed that
‘the hotel’s performance is the aggregated
efforts of different departments, involving both
the front of the house and the back of the
house” (Hsieh and Lin, 2010, p. 14).

Various authors, including Chen, Hsu and
Tzeng, (2011); Wadongo et al., (2010); Bolat
and Yilmaz, (2009); Espino-Rodriguez and
Padron-Robaina, (2005); Garrigos-Simon,

Palacios Marques and Narangajavana, (2005);
Haktanir and Harris, (2005), et al,
acknowledged the need for clarification and
codification of hotel performance measurement
indicators. These authors attempted to
subsume selected indicators into groups.
However, none of the existing research
attempts has included all the indicators
recorded in the relative literature. In addition,
none of the existing research attempts has
dealt in detail with both groups of
financial/economic and non-financial/economic
indicators. The present manuscript aims to
partly fill this gap. Based to some extent on the
existing classifications (on the one hand of
Financial Statement Analysis literature, which
deals with groups of financial indicators, and on
the other hand of hotel performance related
literature, which focuses on either financial or
non-financial groups of indicators), it makes the
necessary adjustments by suggesting a new
clustering which takes into consideration all the
indicators found in the international literature.

This  manuscript pushes forward the
codification of hotel performance that other
papers have used in the past. It adopts a
thorough classification of the financial
indicators cited in related papers, using as a
basis the Financial Statement Analysis
assessment of seven basic indicator groups.
One of its major contributions is the fact that
the researchers build upon it a novel
classification by modifying the already existing
indicator groups and adding new ones, taking
into consideration the particularities of hotel
performance and the approaches of the related
papers. This paper concludes with the division
of financial indicators into ten groups (see more
in section 3.1 Financial hotel performance
indicators).

The proposed classification responds fully to
the situation, needs and particularities of the
hospitality sector and hotel management. It is a
holistic approach to codify all indicators
measuring hotel performance, which is crucial
for hotel sustainability. Having studied a great
number of scientific opinions and approaches,
a new point of view of performance
measurement and codification was developed.
Its objective is to give hotel managers a tool for
easier information on  selection and
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implementation of the right indicators that can
provide constant and accurate details on the
performance of their hotels.

The main objective of this manuscript is to
capture and suggest a novel codification and
classification of the variables measuring hotel
performance, based on the related international
scientific research. It codifies the existing
indicators, suggests new ones and presents an
original categorization of hotel performance,
which includes registers of all the existing hotel
performance indicators, emphasizing both
groups of financial and non indicators. The
accomplishment of this goal is attempted by
carrying out the following research objectives:
a) recording all of the hotel performance
measurement indicators identified in the related
literature; and b) suggesting a new
encompassing codification that leads to the
creation of an original classification of
indicators into different groups. The present
analysis offers researchers the ability to have a
quick overview of hotel performance
measurement  indicators in international
literature, covering a substantial period of time,
i.e. from 1985 to 2013.

Methodology

Given the purpose of the manuscript and in
order to fulfill the research objectives, the
existing related international researches and
papers were gathered and examined. To
identify papers-researches for review, an online
search of all major databases was conducted.
The keywords used were related to the sector
(hotels-hospitality) and to the topic of this
manuscript (performance). The research was
conducted from the beginning of April 2013
until January 2015. Only papers published in
English have been considered in the sample
with their total number amounting to 99.
Excluding the papers that did not serve the
objective of this manuscript, the final sample
was composed of 79 papers, which were
analyzed wusing the method of Content
Analysis.

Content Analysis is a scientific research
method mostly used in humanities and social
sciences (Krippendorff, 2013). It is widely used
among researchers who desire to review the
literature and research related to a particular
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issue. The paper of Hult et al. (2008) is a good
example that makes an assessment of the
measurement of performance in international
business research by using Content Analysis.
In the journals surveyed, examples of Content
Analysis usage were detected by researchers
that focus on the wider approach of hotel
performance and its measurement. More
specifically, Sainaghi (2010) attempted to
investigate how success of a hotel business is
measured and to identify the factors that

determine  performance. Teare  (1996)
investigated the patterns in management,
service improvement and business

performance in hospitality, reviewing papers
published during 1995 in specific journals.
Content Analysis was used in this research as
it was considered the most appropriate
technique to investigate and analyze the way
that hotel performance measurement is
approached by literature. The papers of
Sainaghi (2010); Werner and Ward (2004) and
Teare (1996), also account for the
methodological basis of this paper. For better
understanding, analyzing and categorizing of
financial indicators in particular, it was
considered necessary to examine the literature
on Financial Statement Analysis that deals with
such indicators per se.

Classification of hotel
measurement indicators

In international scientific literature a wide range
of variables/measures and indicators is
identified and recorded, according to which
hotel performance is evaluated and measured.
This range renders it necessary to classify and
codify the presentation of indicators into
different groups. This was attempted by various
researchers including Chen, Hsu and Tzeng
(2011); Wadongo et al. (2010); Bolat and
Yilmaz (2009); Espino-Rodriiguez and Padron-
Robaina (2005); Garrigos-Simon, Palacios-
Marques and Narangajavana (2005); Haktanir
and Harris (2005), who classified selected
indicators into separate groups. The present
manuscript takes into consideration, is partly
based on and utilizes said classifications. It
proceeds, however, with diversifications
forming a more complete classification, which
aims to include all the indicators identified in
the international scientific literature. This new
classification was based on the Financial
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Statement Analysis literature (Kantzos, 2013;
Wild, Subramanyam and Halsey, 2007;
Niarchos, 2004; Fridson and Alvarez, 2002;
Bernstein and Wild, 1998) and the hotel
performance-related literature (Chen, Hsu and
Tzeng, 2011; Wadongo et al., 2010; Bolat and
Yilmaz, 2009; Espino-Rodriguez and Padron-
Robaina, 2005; Garrigos-Simon, Palacios-
Marques and Narangajavana, 2005; Haktanir
and Harris, 2005) and it only emerged after
researchers realized the necessary
modifications and additions to indicator groups,
so that the new classification can be clear and
complete.

Within this framework, the financial dimension
was first investigated as it is the most
widespread  dimension of  performance
(Wadongo et al., 2010; Garrigos-Simon,
Palacios-Marques and Narangajavana, 2005;
Atkinson and Brander Brown, 2001; Phillips,
1999b; see also Han, 2012; Marco, 2012;
Palacios-Marques, Ribeiro-Soriano and Gil-
Pechuan, 2011; Chen, 2010; Jung, 2008;
Claver-Cortes, Molina-Azorin and Pereira-
Moliner, 2006: Sharma and Upneja, 2005;
Banker, Potter and Srinivasan, 2005; Phillips,
1999; Curry, 1985). It is this dimension that
diversifies the indicators between
financial/leconomic and non-financial/economic
or mainly qualitative (basic first level
classification of indicators). The new
classifications presented in this manuscript
emphasize groups of both financial and non-
financial indicators. Aiming at a more rigorous
classification of indicators, separate indicator
groups were developed and presented in
Table1.

These groups emerged according to the
classifications of the existing literature in
combination with the codification—classification
applied by the researchers, which was mainly
based on the title and content of each indicator,
given that there is no generally accepted
classification in the international literature. In
detail, after recording the indicators that were
identified in the 79 articles dealing with hotel
performance and its measurement, they were
divided into distinct groups, while at the same
time reporting on the frequency of their
appearance and more specifically the number
of papers (column 4) and of particular source

papers (column 5). The above process led to
twenty indicator groups including a total of 119
indicators. Column 3 of Table 1 illustrates the
indicators incorporated in each group,
according to their frequency of appearance in
researches. It should be specified that each
indicator is incorporated into one and only

group.

The following sections cite the analysis which
clarifies the classification suggested by
researchers.

Financial hotel performance indicators
Regarding the financial/economic indicators
and utilizing the literature on Financial
Statement Analysis, it is established that most
authors (Kantzos, 2013; Wild, Subramanyam
and Halsey, 2007: Niarchos, 2004; Fridson and
Alvarez, 2002; Bernstein and Wild, 1998)
agree, with minor insignificant differentiations,
that financial indicators can be divided into 6
basic groups: 1) “Return on invested capital
indicators”, 2) “Profitability indicators”, 3)
“Utilization or activity indicators”, 4) “Liquidity
indicators”, 5) “Capital structure and solvency
indicators” and 6) “Financial market or
investment indicators” (Wild, Subramanyam
and Halsey, 2007; Fridson and Alvarez, 2002:
Bernstein and Wild, 1998). Kantzos (2013) and
Niarchos (2004) also highlight the group
“Operating expenses”. It was ascertained that
the objectives of this study cannot be satisfied
by completely adopting this grouping. On that
account, the authors of the present manuscript
on the one hand take the specific grouping into
account; on the other hand though they
proceed with the necessary modifications and
additions for an original classification of
financial indicators to emerge. And they do so
according to an adjustment of the new
classification to the particularities regarding the
financial performance of hotel enterprises.

The literature on hotel performance revealed
that various researchers (Chen, Hsu and
Tzeng, 2011; Wadongo, et al., 2010; Espino-
Rodriiguez  and Padron-Robaina, 2005;
Haktanir and Harris, 2005) incorporate all
financial indicators into one group under the
title “financial performance” or other similar
tittes without further dividing them into groups.
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Table 1. Groups of financial and non financial hotel performance indicators

No. of
1) Group (2) Indicators (3) papers Papers (5)
(4)
Sales/revenues | 1) Total revenue per available room (TREVPAR), 2) F&B sales/revenue, 15 Kim, Cho & Brymer (2013); lvanov & Zhechev (2012); Xiao, O'Neill &
3) Room sales/revenue (absolute or percentage), 4) Other revenue Mattila (2012); Assaf & Barros (2011); Chen (2011); Sainaghi (2011);
(telephone & facsimile charges, revenues from vending machines, Wu, Tsai & Zhou (2011); Fisher, McPhail & Menghetti (2010); Wadongo
sightseeing tours etc.), 5) Total revenues, 6) Average daily rate (ADR), 7) et al. (2010); Namasivayama, Miao & Zhao (2007); Banker, Potter &
Revenue per bed-night, 8) Extra income per room, 9) Restaurant/Banquet Srinivasan (2005); Haktanir & Harris (2005); Parkan (2005); Sharma &
F&B revenue per occupied room Upneja (2005); Curry (1985)
1) Gross operating profit per available room (GOPPAR), 2) Percentage 14 Han (2012); Ivanov & Zhechev (2012); Chen, Hsu & Tzeng (2011);
profit, profit margins or profitability of the hotel, 3) Net profit (margins), 4) Ribeiro-Soriano & Gil-Pechuan (2011); Fisher, McPhail & Menghetti
Total gross operating profits (TGOP), 5) Gross operating profits per day, (2010); Wadongo et al. (2010); Bolat & Yiimaz (2009); Claver-Cortés,
6) Gross profit (margins), 7) Gross production margin, 8) Profits of rooms, Molina-Azorin & Pereira-Moliner (2007); Claver-Cortés, Molina-Azorin &
9) Profits of F&B, 10) Other profits Pereira-Moliner (2006); Banker, Potter & Srinivasan (2005); Espino-
Rodriiguez & Padrén-Robaina (2005); Haktanir & Harris (2005); Sharma
& Upneja (2005); Palacios-Marqués, Curry (1985)
@ | Returnon 1) Return on assets (ROA), 2) Return on investment (ROI), 3) Return on 13 Han (2012): Marco (2012): Chen (2011); Chen, Hsu & Tzeng (2011);
8 | invested capital | equity (ROE), 4) Return on sales (ROS) Palacios-Marques, Ribeiro-Soriano & Gil-Pechuan (2011); Chen (2010);
.m Kang, Lee & Huh (2010); Bolat & Yilmaz (2009); Jung (2008); Espino-
- Rodriguez & Padron-Robaina (2005); Garrigos-Simon, Palacios-
= Marques & Narangajavana (2005); Sina, Tse, Heung & Yim (2005);
3 Cheung & Law (1998)
=
.m Hotel 1) Room or beds occupancy rate, 2) Number of reservations 13 Ivanov & Zhechev (2012); Assaf & Barros (2011); Chen (2011): Wu,
W | occupancy Tsai & Zhou (2011); Chen (2010); Wadongo et al. (2010); Claver-
Cortes, Molina-Azorin & Pereira-Moliner (2007); Claver-Cortes, Molina-
Azorin & Pereira-Moliner (2006); Banker, Potter & Srinivasan (2005);
Espino-Rodriiguez & Padron-Robaina (2005); Haktanir & Harris (2005);
Jeffrey & Hubbard (1986); Curry (1985)
Costs/expenses | 1) Total operating costs of the hotel, 2) Cost/expenses for F&B, 3) 9 Assaf & Barros (2011); Chen, Hsu & Tzeng (2011): Wu, Tsai & Zhou
Cost/expenses for rooms, 4) Other cost/expenses (administrative (2011); Wadongo et al. (2010); Banker, Potter & Srinivasan (2005);
expenses, energy expenses, salaries), 5) Operating cost per available Haktanir & Harris (2005); Sharma & Upneja (2005); Parkan (2005);
room, 6) Labor cost percentage /Personnel cost ratio, 7) Other Curry (1985)
operational costs
Growth 1) Sales/revenue growth, 2) Gain/growth in market share, 3) Wealth 7 Han (2012): Chen, Hsu & Tzeng (2011); Palacio -Marques, Ribeiro-

creation, 4) Growth in intemational sales

Soriano & Gil-Pechuan (2011); Kang, Lee & Huh (2010); Wadongo et al.

(2010); Garrigos-Simon, Palacios-Marques & Narangajavana (2005);
Sina, Tse, Heung & Yim (2005)
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4) This employee gets along better with customers than do others, 5) This
employee knows more about services delivered to customers or knows
what his/her customers expect better than others, 6) This employee
voluntarily assists customers even if it means going beyond job
requirements, 7) This employee gly goes out of his/her way to make
a customer satisfied, 8) How fluent is your Mandarin Chinese /How
difficult is it for you to communicate with Mandarin-speaking customers?
9) Do you know any foreign languages? 10) How often do you smile to
/greet guests? 11) How often do you ask/hint for tips? 12) How often do
you make gaming mistakes? 13) How many casino games can you
operate? 14) How skillful are you with the games you operate?

Productivity/utili | 1) Labor/personnel productivity, 2) Raw material productivity, 3) 6 Marco (2012): Chen, Hsu & Tzeng (2011); Palacios-Marques, Ribeiro-
zation Productivity level regarding the usage of energy sources (electricity, fuel Soriano & Gil-Pechuan (2011); Bolat & Yilmaz (2009); Tsai, Chen &
oil, etc.), 4) Total asset turnover (TAT) Fang (2009); Cheung & Law (1998)
Composite 1) The overall financial performance score of hotel, 2) Relational network 6 Oliveira, Pedro & Marques (2013): Assaf & Barros (2011); Assaf &
indicators of DEA, 3) Non-radial DEA model, 4) The equality of the distributions of DEA Cvelbar (2011); Wu, Tsai & Zhou (2011); Chen (2010); Hsieh & Lin
economic efficiency scores, 5) Bayesian stochastic frontier model, 6) Malmquist (2010)
performance index
Financial 1) Financial liquidity, 2) Paying suppliers & creditors on time, 3) Payback 5 Han (2012): Palacios-Marqués, Ribeiro-Sariano & Gil-Pechuan (2011);
liquidity & time, 4) Financial soundness Wu, Tsai & Zhou (2011); Wadongo et al. (2010); Haktanir & Harris
soundness (2005)
Financial 1) Stock return (SR) /Price earnings ratio (PER) /Stock performance ) Chen (2011): Chen (2010); Kang, Lee & Huh (2010); Bolat & Yilmaz
market [Profit ratio distributed to the shareholders (2009)
Customer 1) Customer/guests’ satisfaction, 2) Guests’ likelihood to return /Number 11 Chen, Hsu & Tzeng (2011): Wu, Tsai & Zhou (2011); Fisher, McPhail &
satisfaction of continuous customers /Customer retention, 3) Guests’ level/number of Menghetti (2010); Wadongo et al. (2010); Bolat & Yilmaz (2009); Ryan
complaints, 4) Guests’ evaluations of employee, 5) Trust, 6) Customer & Huimin (2007); Banker, Potter & Srinivasan (2005); Espino-Rodriguez
loyalty, 7) Customer relationship management /Quality offered to & Padron-Rabaina (2005), Garrigos-Simon, Palacios-Marques &
customers relationship, 8) Length of stay, 9) Traffic convenience, 10) Narangajavana (2005); Haktanir & Harris (2005); Sina, Tse, Heung &
Guest evaluations of design facilities renovations & maintenance, 11) Yim (2005)
Guest evaluations of benefits gained (relaxation, exercise)
Employee 1) Tumover rates for managerial & non employees /Voluntary turnover, 2) | 7 Wadongo et al. (2010); Bolat & Yiimaz (2009): Tsai, Chen & Fang
m satisfaction Employee satisfaction /Satisfaction level of personnel regarding the (2009); Espino-Rodriiguez & Padron-Robaina (2005); Garrigos-Simon,
® hotel/job, 3) Employee morale /Motivational level, 4) Employee Palacios-Marques & Narangajavana (2005); Haktanir & Harris (2005);
m complaints/feedback, 5) Personnel remuneration & rewards Cheung & Law (1998)
(=
= Employee 1) Task proficiency /adaptability /proactivity, 2) Compared to other 4 Karatepe (2013): Li, Sanders & Frenkel (2012); Gu & Chi Sen Siu
g | work/Job employees in the hotel industry or in this hotel, | do a good/excellent job, (2009); Ogaard, Larsen & Marnburg (2008)
m performance 3) This employee is a top or in the top 10% of frontline employees here,
c
=]
Z
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Continuous
improvement

1) Number of new products & services (provided to customers within the
hotel), 2) Number of new activities provided to customers in the hotel, 3)
Number of innovations performed during the service production process,
4) Number of product & services innovated per year

Wadongo et al. (2010); Bolat & Yilmaz (2009): Espino-Rodriiguez &
Padron-Robaina (2005)

Service quality

1) Service quality/Quality offered to customers, 2) Service
standardization

Chen, Hsu & Tzeng (2011): Espino-Rodriiguez & Padron-Robaina
(2005); Haktanir & Harris (2005)

Social
responsibility

1) Level of praise for the hotel from society, 2) The hotel’s level of
sensibility about social problems, 3) The hotel’s level of fulfilling social
responsibilities, 4) Number of community service projects, 5) Number of
corporate sponsorships, 6) Participation in environmental conservation
schemes & projects, 7) Number of environmental projects undertaken by
the hotel

Wadongo et al. (2010): Bolat & Yilmaz (2009)

Competitive 1) Overall competitive position, 2) Success rate in launching new Chen, Hsu & Tzeng (2011): Garrigos-Simon, Palacios-Marques &
position products, 3) New customer increase rate, 4) Hotel image Narangajavana (2005)

Manager’s 1) Handling guest complaints & promoting guest relations, 2) Developing Mia and Patiar (2008): Umbreit (1986)

work/Job market strategy & monitoring sales programs, 3) Communicating with

performance employees, 4) Motivating & modifying behavior, 5) Implementing policy,

making decisions & delegating responsibility, 6) Monitoring operations &
maintaining product quality, 7) Handling personnel responsibilities, 8)
Planning, 9) Investigating, 10) Coordinating, 11) Evaluating, 12)
Supervising, 13) Staffing, 14) Negotiating, 15) Representing

1) Ability to adjust to guest needs & wants, 2) Ability to meet customer
requirements on time, 3) Delivering guest products & services on time

Wadongo et al. (2010)

Organizational
achievement

1) Level of achievement of targets determined at the beginning of the
season, 2) Level of realizing goals regarding market share, 3) Level of
achievement of targets regarding occupancy rates

Bolat and Yilmaz (2009)
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It is this generalized approach that other
researchers aim to specialize to some extent,
by attempting to divide the financial indicators
into separate groups. For example, Garrigos-
Simon, Palacios-Marques and Narangajavana
(2005) distinguish between financial indicators
referring to “Profitability” (including in this group
indicators such as “ROA”, “ROI”, “ROS” etc.)
and those referring to “Growth” (indicators such
as “Growth in sales”, “Market share increase”
and “Wealth creation”), while Bolat and Yilmaz
(2009) recognize the group “Profitability” and
add the group “Productivity” (indicators such as
“‘Raw material productivity”, “Productivity level
of personnel” and “Productivity level regarding
the usage of energy sources”). Nevertheless,
the above classification attempts of financial
indicators are fragmentary and do not conform
to the theory of Financial Statement Analysis
that traditionally deals with financial indicators.
These facts render said attempts difficult to
offer a sufficient, clear and complete
classification  of  financial performance
indicators for hotels. In recent years, the
attention of many researchers has focused on
Hotel Revenue Management (lvanov, 2014;
Mauri, 2013; lvanov and Zhechev, 2012; Hayes
and Miller, 2011; Maier, 2011; Kimes, 2009;
Mauri, 2007). According to lvanov (2014, p. 43)
“Hotel Revenue Management uses various
metrics that show the effectiveness and the
efficiency of the hotel to generate revenues”.
Under this point of view, researchers usually
analyze from the total of financial
measures/variables only those related to
revenue performance used and classified by
the different revenue centers-divisions of the
hotel (Ivanov, 2014).

The present manuscript adopts a thorough
classification of the financial indicators cited in
related papers. This approach concludes with
the division of financial indicators into ten
separate groups (illustrated in table 1, column
2) reporting at the same time the frequency of
their appearance in the available studies.

More specifically, the indicator group “Return
on invested capital” stands out. In the case of
hotels, researchers focus on the corresponding
indicators of table 1, column 3. The above
indicator group is called by some researchers
of hotel performance “Profitability” (e.g.

Garrigos-Simon, Palacios-Marques and
Narangajavana, 2005), which is not perfectly
aligned with the majority of the researchers in
Financial Statement Analysis. Most
researchers believe that the group “Profitability”
includes several indicators (Kantzos, 2013;
Wild, Subramanyam and Halsey, 2007:
Bernstein and Wild, 1998).

As regards the indicator group “Profitability”,
researchers of hotel performance focus on the
indicators illustrated in table 1. It should be
noted here that researchers, both from the field
of hotel performance (Bolat and Yilmaz, 2009)
and from the field of Financial Statement
Analysis (Niarchos, 2004), have incorporated
into the group “Profitability” indicators that
belong both in the “Profitability” group (as
described above) and in the group “Return on
invested capital”. This above approach has not
been adopted by this study. The researchers
have chosen to divide the indicators into two
distinct and clear groups. The above choice
was made because in the hotel industry it is
particularly important to have a clear idea about
the financial benefits of hotels in regard to
activities/operations (indicator group
“Profitability”) and invested capital (indicator
group “Return on invested capital”).

The above group is followed by the indicator
groups “Sales/revenues” and “Costs/expenses”
that classify indicators related to figures defined
by the financial results of hotel enterprises.
Although the researchers from the field of
Financial Statement Analysis use figures
arising from the financial results of each
enterprise, still it is rather unusual for them to
create indicator groups referring exclusively to
sales, costs and expenses. The two exceptions
were Kantzos (2013) and Niarchos (2004) who
explicitty mention in their classifications the
indicator group  “Operating  expenses’.
Nevertheless, it was considered necessary to
incorporate the aforementioned two indicator
groups (i.e. “Sales/revenues indicators” and
“Costs/expenses indicators”) in the
classification of this study. On the one hand
said groups are important for the determination
of financial results and financial/economic
performance of hotels and on the other hand it
was observed that the literature related to hotel
performance measurements emphasized the
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role of said figures-indicators (Assaf and
Barros, 2011; Wu, Tsai and Zhou, 2011;
Wadongo et al., 2010; Banker, Potter and
Srinivasan, 2005; Haktanir and Harris, 2005;
Parkan, 2005; Sharma and Upneja, 2005;
Curry, 1985).

A significant indicator group in the case of hotel
enterprises is “Hotel occupancy”. This
particular indicator group is of no interest for
Financial Statement Analysis researchers.
Even so, in the case of hotels, the “Occupancy
rate” is a widely known and probably the most
widely used indicator. It is no coincidence that
its use is mentioned in 13 out of 79 papers
(Ivanov and Zhechev, 2012; Assaf and Barros,
2011; Chen, 2011: Wu, Tsai and Zhou, 2011;
Chen, 2010; Wadongo et al., 2010; Claver-
Cortes, Molina-Azorin and Pereira-Moliner,
2007; Claver-Cortes, Molina-Azorin and
Pereira-Moliner, 2006; Banker, Potter and
Srinivasan, 2005; Espino-Rodriiguez and
Padron-Robaina, 2005; Haktanir and Harris,
2005; Jeffrey and Hubbard, 1986; Curry, 1985).
“Hotel occupancy rate” indicator is calculated
based on the number of overnight stays/room
nights and evaluates the utilization of the
physical capacity of the hotel (lvanov, 2014).
“Hotel occupancy indicators” represent the
financial performance of hotel enterprises and
can be directly interpreted in revenues. For this
reason they are closely monitored by hotel
management. For the aforementioned reasons
the researchers consider it necessary to record
the “Hotel occupancy indicators” as a distinct
group of financial performance for hotel
enterprises.

Other groups of financial indicators include
“Productivity”, according to Bolat and Yiimaz
(2009), as well as the group “Asset utilization or
activity”, according to Wild, Subramanyam and
Halsey (2007); Niarchos (2004); Bernstein and
Wild (1998). However, given that said groups
describe -in a supplementary way- the ability
and intensity of a firm to generate sales from its
(human and other) resources, in the present
classification it was considered necessary to
merge the above groups into one group called
“Productivity / utilization indicators”.

Moreover, the group “Growth indicators” was
adopted, as this was introduced by Garrigos-
Simon, Palacios-Marques and Narangajavana,
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(2005) (and to a particular extent also by
Wadongo et al. (2010) who named it
“Competitiveness”). The group includes
indicators that determine the perspectives and
development of an enterprise. Another group
that is interesting for hotels is the group
“Financial market indicators”. The above group,
as it was presented by researchers from the
field of Financial Statement Analysis (Kantzos,
2013; Wild, Subramanyam and Halsey, 2007;
Niarchos, 2004; Bernstein and Wild, 1998),
assesses the intrinsic value of a company and
its stock. The indicator “Wealth creation” could
be incorporated into the two last indicator
groups. The reason for this is that, according to
the researchers dealing with the measurement
of hotel performance, the above indicator is
incorporated into the group “Growth”, whereas
researchers from the field of Financial
Statement Analysis classify it in the group
“Financial market indicators”. In the present
classification, the researchers followed the
model of the authors dealing with performance,
thus incorporating the above indicator into the
group “Growth”, mainly due to the paper’s
focus in the hotel industry.

An important group of financial indicators is the
group “Financial liquidity and soundness”.
Liquidity indicators are used to define the short-
run financial status of an enterprise and its
ability to meet its short-term obligations
(Niarchos, 2004). This group includes the
indicators “Financial liquidity ratio” (Han, 2012;
Palacios-Marques, Ribeiro-Soriano and Gil-
Pechuan, 2011), “Paying suppliers and
creditors on time” (Wu, Tsai and Zhou, 2011;
Wadongo et al, 2010), “Payback time”
(Haktanir and Harris, 2005), as well as the
indicator “Financial soundness” (Palacios-
Marques, Ribeiro-Soriano and Gil-Pechuan,
2011).

It should be noted that, given the large
investments required in the hospitality sector
(Garcia de Soto-Camacho and Vargas-
Sanchez, 2015) the financial indicators and
mainly the “Return on invested capital
indicators” and “Profitability indicators” are
crucial to hotel enterprises.

The suggested classification of financial
indicators is completed by the establishment of
the group “Composite indicators of economic
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performance”. This group distinguishes itself
from the others because it does not include
indicators in a strict sense (as is the case with
the rest of the groups) but rather it incorporates
complex models of financial performance
measurement. By establishing this special
indicator group, the researchers tried to outline
in their classification the tendency of some
other researchers to use a “conglomeration”, a
set of indicators or a model in order to evaluate
the financial performance of a hotel enterprise
(Oliveira, Pedro and Marques, 2013; Assaf and
Barros, 2011; Assaf and Cvelbar, 2011; Wu,
Tsai and Zhou, 2011; Chen, 2010; Hsieh and
Lin, 2010).

Non-financial hotel performance indicators

As regards non-financial or mainly qualitative
indicators, the researchers who have dealt with
the measurement of hotel performance divide
them into a series of distinct groups (as
opposed to financial indicators). Consequently,
in the case of non-financial indicators, the
classification suggested by the authors of this

paper is largely based on previous
classifications and groups arising from the
international literature. Here, non-financial

indicators have been divided into ten distinct
groups (Table 1).

At the first stage takes place the distinction of
the very important groups for the hospitality
industry, i.e. “Customer satisfaction” and
‘Employee satisfaction”. The researchers
Garrigos-Simon, Palacios-Marques and
Narangajavana (2005) incorporate the above
parameters into the group “Stakeholder
satisfaction”. On the other hand, Chen, Hsu
and Tzeng (2011); Bolat and Yilmaz (2009);
and Espino-Rodriiguez and Padron-Robaina

(2005)  distinguish  between  “Customer
satisfaction  indicators” and  “Employee
satisfaction indicators”. These researchers

create two different indicator groups, thus
acknowledging their great importance for hotel
enterprises. The classification of the present
manuscript shares the same opinion.

Sharing the above point of view, the following
groups were adopted, which refer to: a) the
“Organizational effectiveness” in terms of
achievement (according to the grouping of
Bolat and Yilmaz, 2009); and b) the

“Competitive position” (according to Garrigos-
Simon, Palacios-Marques and Narangajavana,
2005). The two indicators “New customer
increase rate” and “Hotel image” that were
established by Chen, Hsu and Tzeng (2011)
were also added to the above group, as they
describe the competitive position of a hotel
enterprise. Therefore, it is important that they
are incorporated into this specific indicator
group. Last but not least, a third group was also
adopted, which refers to “Continuous
improvement” (according to the grouping
suggested by Bolat and Yilmaz, 2009). The
above group was enriched by one more
indicator, i.e. “Number of products and services
innovated per year’, which has been
established by Wadongo et al. (2010) and
illustrates the efforts of a hotel for continuous
improvement of its products and services.

The researchers of this manuscript have
identified and accepted as useful two more

groups - “Social responsibility” (according to
Bolat and Yilmaz, 2009) and
“Community/environmental perspective”

(according to Wadongo et al., 2010). Both the
aforementioned groups include indicators
relating to social and environmental awareness
of hotel enterprises in the area where they
operate. For this reason, the authors of the
present manuscript have incorporated the
indicators of the two groups mentioned above
into a single indicator group called “Social
responsibility”. This group of indicators is
significant for the image of hotel enterprises.
Lim, Chong and Sutjipto (2012) and Bakhat,
Rossello and Saenz-de-Miera (2010) recognize
the need of a firm to be socially responsible for
its business operations and to monitor the
financial, as well as environmental and social
sustainability in order to operate efficiently.
From this point of view, “Social responsibility
indicators” could be really useful.

Moreover, they have adopted an indicator
group called “Flexibility”, which has been
established by Wadongo et al. (2010). There is
a tendency of many other researchers
(Karatepe, 2013; Li, Sanders and Frenkel,
2012; Gu and Chi Sen Siu, 2009; Mia and
Patiar, 2008; Ogaard, Larsen and Marnburg,
2008; Umbreit, 1986) to measure the
performance not only by means of particular
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single indicators but also by means of sets of
indicators evaluating the individual qualitative
performance. Thus the researchers of this
paper established the indicator groups
“‘Employee  work/Job  performance” and
“‘Manager’s work/Job performance”, aiming at
representing in their suggested classification
the above tendency.

Finally, the indicator group “Service quality”
was also incorporated in the classification. The
above group includes just few indicators that
have been suggested by Chen, Hsu and Tzeng
(2011);  Espino-Rodriiguez and  Padron-
Robaina (2005); Haktanir and Harris (2005).
Still, these indicators are crucial as they deal
with some quality parameters of the tourism
product.

Frequency of appearance of indicator groups in
international literature

The international scientific literature has 51
recorded financial indicators, which -according
to the classification suggested here- can be
divided into ten distinct groups (Table 1). The
researchers focus mainly on the groups
“Sales/revenues”, “Profitability”, “Return on
invested capital” and “Hotel Occupancy”, which
are by far the most popular groups of financial
indicators, as illustrated in column 4 of table 1.
They are followed by the group
“Cost/expenses” and then by the remaining five
groups, which appear in fewer papers.

More specifically, the most known and widely
used indicator is “Room or beds occupancy
rate”, which appears in the international
literature more frequently than any other
indicator, financial and non-financial (it was
recorded in 13 out of 79 papers). It is followed
by the indicators “ROA” and “ROI” belonging to
the group “Return on invested -capital’
(recorded in 9 and 7 sources respectively) as
well as by the indicators “Total revenue per
available room” and “F&B sales/revenue”
(identified in 9 and 7 sources respectively),
which stand out in the group “Sales/revenues”.
Here it is worth mentioning the following
indicators as well: “Labor productivity”
belonging to the group “Productivity/utilization”;
“Stock return/Price earnings ratio” from the
group “Financial market”; and “Sales/revenue
growth” from the group “Growth” (recorded in 6
sources).
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With regard to non-financial indicators, 68
indicators were recorded in the international
literature, which are also divided into ten
groups. The researchers have focused
particularly on two indicator groups: “Customer
satisfaction” and “Employee satisfaction”
(recorded in 11 and 7 sources respectively)
that are particularly important in the case of
hotel enterprises. The rest eight groups appear
in fewer articles (4 or less). From the indicator
group “Customer satisfaction” the researchers
interested in the measurement of hotel
performance have mainly dealt with the
indicator “Customer/guests’ satisfaction”
(recorded in 9 sources) and much less with the
indicator “Guests’ likelihood to return/Customer
retention” (recorded in 4 articles). As regards
“Employee satisfaction” the researchers focus
mainly on “Turnover rates for
employees/Voluntary turnover” (recorded in 6
sources) and on  “Employee/personnel
satisfaction” (recorded in 5 articles).

Conclusion

The objective of this manuscript is to classify
the indicators wused for the scientific
measurement of hotel performance and to
suggest a new codification and classification of
said indicators. The Content Analysis of the
studied papers led to the following main
conclusion: Most researches dealing with the
measurement of hotel performance could not
reflect its multifaceted nature. This is mainly
due to the fact that up to now in the vast
majority of the cases hotel performance was
not evaluated at the same time with several
different indicators that would have revealed its
multidimensional nature. More specifically, the
use of the methodology and the exploitation of
the existing scientific literature led to the
following ascertainments: Hotel performance is
a complex and multidimensional concept and
as such it is reflected in the international
literature in the form of many different
measures or indicators used for scientific
measurements. The researchers identified a
large number and a great variety of measures
and indicators recorded in the scientific
measurement of hotel performance (in total 119
indicators: 51 financial and 68 non-financial).
This means that the scientific research has still
a long way to go before setting some defined
and useful measures and indicators that will
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allow a scientific, still practical, measurement of
hotel performance.

According to the above ascertainment, this
manuscript attempts to suggest and put under
the judgement of the scientific community a
new codification of the existing indicators.
Based on the proposed codification, said
indicators can be divided into twenty distinct
groups. In detail, these can be ten groups of

financial indicators (“Sales/revenues”,
“Profitability”, “Return on invested capital”,
“Hotel occupancy’, “Costs/expenses”,
“Growth”, “Financial market”,

“Productivity/utilization”, “Composite indicators
of economic performance” and “Financial
liquidity and soundness”) and ten groups of

non-financial indicators (“Customer
satisfaction”, “Employee satisfaction”,
“Employee work/Job performance”,

“Continuous improvement”, “Service quality”,
“Social responsibility”, “Competitive position”,
“Manager’s work/Job performance”,
“Flexibility”, “Organizational achievement”). A
main element of this codification is its holistic
approach as regards the measurement of hotel
performance and the use of financial and non-
financial indicators.

In the majority of the studies so far, the
researchers did not adequately present the
multidimensional nature of hotel performance
during the measurement. Consequently only
few indicators were highlighted, which,
however, could not properly define the nature
and essence of performance, thus creating
more confusion as regards its measurement.
The frequency of appearance of the individual
groups and their indicators in the literature
reveals that, despite the long list of indicators
and groups, the researchers tend to focus on a
limited number of indicator groups. A typical
example of this is that only five indicator groups
have a frequency of appearance that exceeds

ten papers. These are the groups
“Sales/revenues”, “Profitability”, “Return on
invested capital’, “Hotel Occupancy” and

“Customer satisfaction”; out of them only the
last one concerns non-financial indicators. With
regard to the rest of the indicators, most
interest is focused on particular indicators
(“Room or beds occupancy rate”, “ROA”, “Total
revenue per available room” and

“Customer/guests’ satisfaction”) from which
only the last one is a non-financial indicator.

Industry implications

The measurement of hotel performance is a
highly multidimensional and multifaceted
process that can be approached from many
different perspectives. At the same time, it is a
matter of utmost importance for hotel
enterprises (Assaf and Cvelbar, 2011; Wu, Tsai
and Zhou, 2011; Harris and Mongiello, 2001)
as well as for executives working in the
hospitality industry. There is a constant need
for professionals to deal with the major issue of
scientific hotel performance measurement in
order to minimize its empirical estimation and
measurement. Hotel managers must
emphasize on the scientific measurement of
performance in order to get useful information
that has a major impact on making correct
decisions at various levels and different issues,
such as distribution of resources, focusing on
particular  activities, pricing, personnel
compensation etc. Having studied a great
number of scientific opinions and approaches,
this manuscript proposes a new point of view of
performance measurement and codification.
One of its objectives is to give hotel managers
a tool for easier information on, selection and
implementation of the right indicators that can
provide constant and accurate details on the
performance of their hotels.

Further research

In order to improve the measurement of
performance in the hotel sector, the authors
make suggestions to researchers to use a
variety of different measures. For example,
according to its purpose, a study should include
at the same time several indicators, financial
and non-financial ones. This way researchers
will be able to capture the multidimensional
nature of hotel performance upon its
measurement in their study. The present
manuscript constitutes a theoretical research of
indicators used for the scientific measurement
of hotel performance. Still, the complex nature
of performance itself in combination with the
great importance that its measurement has for
hotel enterprises render it necessary for future
researches to further study, classify and
present the various approaches and methods
used in the empirical international researches
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for the measurement of hotel performance. In
particular, it is recommended to study the
following parameters:

e Which indicators are used in everyday
operation of hotels?

e To what extent do systematic
measurements or monitoring of performance
take place?

¢ Which techniques are used for measuring
performance?

e What dimensions of performance are
actually recorded and according to which
indicators?

Such a study would allow reaching more
detailed conclusions on the entire approach of
the measurement of hotel performance. At the
same time, such an effort could also be used
for the scientific measurement of performance
in other industries, thus drawing useful
conclusions and reaching comparative results.

The proposed new codification and
classification of the indicators measuring hotel
performance could also be a foundation for
broad-spectrum scientific researches, for
example researches focussing on investigating
the relation between performance and other
vital parameters of hotel management. Said
scientific attempts could study the correlation
between hotel performance and human
resources management issues (e.g.
compensation of personnel issues); strategic
orientation issues; marketing issues; service
and process improvement issues etc.
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