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This paper analyses achievements of the hospitality sector in the Slovenian tourism
industry by comparing statistical developments and certain financial data results.
The analysis was performed for the 1995–2011 period. The statistical results were
relatively favourable in terms of the number of tourist arrivals, overnight stays
and accommodation facilities. However, the empirical analysis confirmed that less
favourable financial results in the Slovenian hospitality sector were achieved even
before the economic crisis in 2008. The analysis showed that there is a statistically
significant correlation only between certain financial and statistical indicators.
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Introduction
As an economic activity, tourism plays a prominent
role in national economies (Bojnec, 2004). It provides
many opportunities for employment, including self-
employment, because in many cases this activity is not
associated with high initial investment requirements
and business risks (Vanhove, 2005). The majority of
countries in the world recognize the importance of
tourism and almost 130 members of World Trade Or-
ganization have made a commitment to open their
tourism sector in the desire to attract foreign direct
investment (oecd, 2008). The tourism industry is one
of the world’s largest industries and one of the fastest
growing service industries. Due to its labour intensity,
it is one of themain generators of employment, partic-

ularly in remote and rural areas (wto, 1998). Because
of all its positive impacts on economic growth and de-
velopment, several governments support and promote
tourism development (Ivanov & Webster, 2007). Ser-
vice industries, and among them tourism and hospi-
tality, are gaining importance in national economies;
they are, therefore, a subject of research throughout
the world (Chenhall, 2003).

Hospitality is a significant sector of the tourism in-
dustry. According to the wttc (2011), in 2011 there
were about 12.7 million hotel rooms worldwide. In Ta-
ble 1, some basic facts on hospitality worldwide are
presented.

As evident from Table 1, hotels in Europe reached
the highest occupancy rate in 2011. In Europe, the
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Table 1 Global Hotel Index for 2011

Region () () ()

Europe . . .

Americas . . .

Middle East/Africa . . .

Notes Column headings are as follows: (1) occupancy (),
(2) average daily rate (BC), (3) revenue per available room (BC).
Source ‘str Global Releases World Hotel Performance Re-
sults 2011’ (2012).

highest jump in all three indicators was reported in
Venice, Italy (‘str Global Releases World Hotel Per-
formance Results 2011,’ 2012). As far as Slovenian hos-
pitality sector is concerned, the average occupancy
rate in 2011 was 43.1 percent (Slovenska turistična or-
ganizacija, 2012). Data for other two indicators are not
available for Slovenia. In 2011, the total contribution of
tourism to employment in Slovenia was 110,800 jobs
or 13.1 percent of Slovenian employment, whilst the
total contribution to gross domestic product (gdp)
was BC4.68 billion or 12.8 percent of Slovenian gdp
(wttc, 2013).

The main focus of this study is to evaluate the vi-
ability and reliability of each performance measure-
ment approach in the hospitality sector in the case
of Slovenia. Moreover, with our analysis we aim to
answer our research question: is there a statistically
significant correlation between financial performance
and statistical tourism development indicators of the
Slovenian hospitality sector?

The rest of the paper is organized as follows. We
first explain the meaning and the importance of mea-
suring the financial performance and then the impor-
tance of tourism statistics in the system of national ac-
counts. Next, we briefly present the methodology of
the analysis. Finally, themain results are presented and
explained, focusing on the statistical and financial in-
dicators that are calculated for the Slovenian hospital-
ity sector. Recommendations for further work are pre-
sented in the final section of the paper.

The Importance of Tourism Statistic
Tourism statistics play a vital information role, be-
cause (among other things) they can also reflect the

level of economic development of the country. Thro-
ughout the world as well as in Europe, there are many
international organizations (e.g., World Tourism Or-
ganization, World Travel & Tourism Council, Inter-
national Association of Scientific Experts in Tourism,
Eurostat) that deal with the statistical monitoring of
tourism. It is in the interest of each country to closely
monitor the individual sectors of the economy.Among
other things, this enables them to estimate how each
sector will develop in the future. In Slovenia, there are
several organizations involved in statistical data col-
lection and monitoring of the tourism sector (e.g. the
Statistical Office of the Republic of Slovenia (sors),
the Agency of the Republic of Slovenia for Public Le-
gal Records and Related Services (ajpes), the Bank of
Slovenia and the Slovenian Tourist Board). These or-
ganizations also issue various publications on tourism
topics. ajpes is an indispensable primary source of
official public and other information on business en-
tities in Slovenia. For a financial analysis, focusing on
how Slovenian business entities have operated over a
longer time period (from 1994 onwards), this agency
offers access to a database of complete financial state-
ments and the most influential financial indicators
about companies, cooperatives, sole proprietors and
associations.

In a desire to measure the contribution of tourism
to the national economy, a tourism satellite account
(tsa) has been developed by United Nations World
Tourism Organization and the Organisation for Eco-
nomic Co-operation and Development (European
Commission, 2011).

In 2009, sors monitored the effects of tourism via
the tsa methodology (Kalin, 2012). Based on the in-
tensive development of tsa, we can assume that tra-
ditional tourism statistics (which are based on flows:
number of tourists, overnight stays) became insuffi-
cient to analyse the tourism sector. Specifically, de-
bate on the adequacy of statistical data when present-
ing performance of Slovenian tourism regularly ap-
pears in the media (Lipovšek, 2010, 2011a, 2011b, 2012;
Pihlar, 2012). In our opinion, statistical data should
serve as an introduction or as a basis to performance
analysis. Both types of data (statistical and financial)
should be used in a combination in order to obtain
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the full picture of the performance of the hospitality
sector.

Measurement of Financial Performance
A business success is defined as an income or a bene-
fit that the company wants to achieve by carrying out
commercial activities (Koletnik, 1997).

The goal of measuring financial performance is to
determine how efficiently the business has functioned,
and to compare and evaluate that performance to spe-
cific benchmark measures (Hales, 2005). This is also
true for measuring the financial performance of a spe-
cific sector of the national economy (Planinc, Bojnec,
& Planinc, 2012). Keown, Martin, and Petty (2010)
stated that the most appropriate way to measure fi-
nancial performance is with the use of financial ra-
tios. They give managers basic information and the
ability to identify the strengths and weaknesses of a
company’s performance. According to Otley (2002),
there are three main functions for financial perfor-
mance measures: as a tool of financial management;
as a major objective of a business organization; as
mechanisms for motivation and control within the or-
ganization. Financial ratios can be calculated using
the accounting statements, such as the balance sheet,
income statement, cash flow statement (Wheelen &
Hunger, 2005). According to Harris and Mangiello
(2006), performance measurement is also an essential
component of the decision-making processes. Meyer
(2002) asserts that a perfect performance measure-
ment should consist of relatively fewmeasures to keep
track of; that the same measures would apply every-
where; that the measurement system would be stable;
and that the non-financial measures would be lead-
ing performance indicators. He then also explains the
practical reasons such a perfect measurement does not
exist: companies operate with toomanymeasures; it is
difficult to pinpoint non-financial measures that pre-
dict financial performance; non-financial measures
are never static; compensating people for performance
on multiple measures is extremely difficult.

With the usage of a uniform accounting system, it
became possible to determine industry norms on re-
gional, national and international levels. Furthermore,
annual industry statistics were produced on the ba-

sis of uniform accounting systems. This means that
annual performance indicators and analysis of indus-
try trends became available (Harris & Brander Brown,
1998).

There is a large volume of published studies de-
scribing the role of financial analysis of hotel perfor-
mance. Baker and Riley (1994) suggest the use of ra-
tios; Donaghy, McMahon and McDowell (1995) pro-
pose the use of yield management in order to anal-
yse the efficiency of hotel management. Many studies
have determined that budgeting as an indispensable
tool for performance measurement in the hospitality
industry (Atkinson & Brown, 2001; Cruz, 2007; Hak-
tanir & Harris, 2005). Meyer (2003) examines seven
purposes of performance measurement, which are di-
vided into two groups; one group is more common
for most organized firms (look ahead, look back, mo-
tivate, compensate). The other group of purposes is
more significant among larger and complex firms (the
roll-up, the cascade-down, to compensate). In con-
trast, however, Phillips (1999) stated that the hotel in-
dustry relies too heavily on budgeting as a tool for
performance measurement. Furthermore, budgeting
is also criticised (Atkinson & Brown, 2001; Hansen,
Otley, & Van der Stede, 2003). Ghalayini and Noble
(1996) argue about problems when using only finan-
cial measures. One of their claims is that traditional
performance measures tend to quantify performance,
although there are many factors that are difficult to
quantify; financial reports are expensive to prepare,
closed monthly and, therefore, too old to be useful;
measures are not related to corporate strategy.

There are also studies of performance comparisons
in the hotel industry (Pine & Phillips, 2005). Further-
more, Hua, Nusair, and Upneja (2012) in their study
suggest using industry medians to benchmark finan-
cial performance in order to determine the financial
outer performance of a lodging firm. Hotel perfor-
mance was also viewed from the investor viewpoint.
Gu (1994) studied the risks and returns in a 10-year
comparative measurement. He concluded that ho-
tels do not represent good investment opportunities.
Along the way, a shift to the use of non-financial mea-
sures has been made. Kaplan and Norton (1992) pro-
pose their Balanced Scorecard, combining financial
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measures with operational measures, consequently
yielding a comprehensive viewof the business. The ho-
tel industry took a step forward in the implementation
ofUniform SystemofAccounts for the Lodging Indus-
try (usali). usali is now in its 10th edition, and its
main purpose is the establishment of a uniform re-
sponsibility accounting system for the lodging indus-
try (‘Uniform System of Accounts for the Lodging In-
dustry,’ 2007). Numerous countries have implemented
this standard, but Slovenia, unfortunately, is not one
of them. According to Guilding (2012), this standard
represents the first attempt to implement a uniform
accounting system in a specific business, and it also al-
lows comparison across hotels. Kavčič and Ivankovič,
2003 researched implementing usali standards in
Slovenia. Their main finding is that according to the
existing accounting system in Slovenia, a number of
accounting categories defined by usali are not pos-
sible to calculate or further convert. In 2009, a re-
port on performancemeasurement of hospitality com-
panies in Slovenia was issued. A model for perfor-
mance measurement was proposed and authors pro-
vided internationally comparable indicators for mea-
suring the performance of hotel companies (Mihalič,
2009).

After the literature review, it was obvious that in
order to obtain the full picture of performance of the
hospitality sector, it is necessary to take into consid-
eration not merely the financial indicators. This is in
line with the finding of Meyer (2003, p. 30) that ‘no
single measure provides a complete picture of the per-
formance of the organization.’ In our opinion, this can
also be true for a specific sector of a national economy.

Methodology
In order to obtain an answer to our research ques-
tion, we analysed the financial indicators on the basis
of data provided by ajpes and the statistical tourism
development indicators obtained from sors. The fi-
nancial analysis was performed for companies for the
1995–2011 period. The average number of companies
in the hospitality sector was 203, while the average
number of employees was 6,672 or 32.91 per company
(ajpes, 2013). We included those financial indicators
that are related to the business performance of enter-
prises in the hospitality sector: return-to-equity (roe),

return-to-assets (roa), total revenue, total revenue
per employee, and value-added per employee. We also
analysed labour costs and average net monthly salary.
In addition to the financial indicators, we analysed
the main statistical tourism development indicators of
the Slovenian tourism sector (e.g., number of tourist
arrivals, overnight stays, and tourist beds). Statistical
data for the years 2010 and 2011 are gathered according
to the new methodology (owing to the break in time
series), which was introduced by sors. The nominal
financial data were deflated to the constant 1995 prices
as the base year in order to obtain real values of finan-
cial indicators over the analysed years. The deflator for
value of inflation was obtained from sors.

In the next step, we calculated if there are statisti-
cally significant correlations between financial perfor-
mance indicators and statistical tourism development
indicators of the Slovenian hospitality sector. We used
spss statistical software to conduct this analysis. The
value of the correlation coefficient can be between –
1.0 and +1.0. In the first case, we would have perfect
negative correlation among variables, while in the sec-
ond case we would have perfect positive correlation
(Veal, 1997). The correlation coefficient does not imply
a causal relationship between the variables, but only
indicates that there is a correlation between variables
(Buckingham & Saunders, 2007). Finally, to conclude
our empirical analysis, we performed a partial regres-
sion analysis in order to predict the value of our de-
pendent variable.

Results and Discussion
As far as tourism accommodation facilities are con-
cerned, the results indicate that the number of rooms
ranged from nearly 28,000 rooms in 1995 to almost
45,000 rooms in 2011. By far themost rooms are in ho-
tels. In 1995, 49.51 percent of registered rooms were in
hotels, while by 2011 this percentage had slightly de-
clined and stood at almost 49.20 percent.

Figure 1 shows the number of overnight stays and
arrivals of all tourists to Slovenia in the 1995–2011 pe-
riod. It can clearly be seen that the numbers are con-
stantly increasing. The average annual rate of growth
for overnight stays is at 3.05 percent, while for tourist
arrivals is at 4.64 percent. As a consequence, there is a
decline in the average length of stay of tourists.
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Figure 1 Number of Overnight Stays and Arrivals for the 1995–2011 Period (sourca: sors, 2013)

Table 2 Number of Employees in Hotels and Similar Accommodation Facilities

Item                 

n , , , , , , , , , , , , , , , , ,

Tk . –. –. . . –. –. . . . . . . . –. .

Notes n – number of hotels and similar accommodation facilities, Tk – annual rate of growth. Source: ajpes (2013).

Table 2 shows the number of employees in hotels
and similar accommodation facilities in the 1995–2011
period. As can be seen, the number of employees has
increased. However, the annual rate of growth (Tk) has
varied by individual years from declines in some years
(e.g., 1997–1998, 2001–2002 and 2009–2010) and in-
creases in other analysed years, particularly in 1999
and 2007. On average, the annual rate of growth was
2.47 percent.

Table 3 shows financial indicators in hotels and
similar accommodation facilities in real 1995 amounts
in euros. A quick view onto the selected financial in-
dicator in nominal amounts reveals that the values
are on the rise. However, inflation is increasing faster
than the values of some financial indicators. The con-
sequence is that the real values are increasing much
more slowly (total revenue and labour costs) or are de-
clining (total revenue per employee, value added per
employee andmonthly salary). We also found that the
average annual rate of growth of total revenue is lower
than the average annual rate of growth of the num-
ber of employee (1.57 and 2.47, respectively). This does
not seem to be a strong signal as far as the efficiency
of employees is concerned. We can also see that the
roe and roa indicators worsened in the year 2007,

i.e. before the economic and financial crisis. There-
fore, it cannot be argued that the financial results have
worsened only due to the global economic and finan-
cial crisis. The values of both financial indicators are
unfavourable for hotels and similar accommodation
facilities. Therefore, managers in hotels and similar
accommodation facilities should concentrate their ef-
forts on improving the value of both financial indi-
cators. An important step in this direction is to deter-
mine the causes of operating costs, and thenmanagers
should find ways to rationalize them (Ivankovič, Jer-
man, & Jankovič, 2009).

The values of the value-added per employee are
presented only for the 2002–2011 period, because
ajpes started to calculate this financial indicator in
2002. This indicator is a fundamental measure of
an economic activity success, as it shows how much
value-addedwas created by each employee in the com-
pany. The higher is the indicator value (assuming that
the company has a profit), the higher is the quality
of the products and services (ajpes, 2010; Kavčič et
al., 2005). In 1998, Slovenian tourism managers stated
that Slovenian tourism was lagging behind in creat-
ing added value (Gomezelj Omerzel, 2006). In 2009,
the Slovenian Chamber of Commerce and Industry
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Table 3 Financial Indicators in Hotels and Similar Accommodation Facilities (in Real 1995 Amounts in Euros)
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 ,, , –. –. ,, , 

 ,, , –. –. ,, , 

Notes Column headings are as follows: (1) year, (2) total revenue, (3) total revenue per employee, (4) roe (), (5) roa (),
(6) labour costs, (7) value added per employee, (8) monthly salary. Source: ajpes (2013).

conducted a survey on the state of breakthrough in-
novation in Slovenia. It was envisaged that in order to
achieve breakthroughs in innovation, Slovenia should
create new jobs that meet the added value-of €50,000,
and restructure jobs that generate less than BC30,000
of added value (Ložar, 2009).

Labour costs have increased over the analysed pe-
riod. The hospitality sector is a labour-intensive ac-
tivity and the human factor is essential in perform-
ing tourist services. The labour costs in Slovenia have
been over-burdened by taxes and social contributions
(Vodopivec, Dolenc, Vodopivec, & Balde, 2007). Kosi
and Bojnec (2010) found that in Slovenia the tax bur-
den on labour is more than 40 percent, which ranks
Slovenia among the countries with the highest tax bur-
dens among Mediterranean countries. The results of
high tax burdens are lower net salaries (Daneu, 2010).
Such a high tax burden on labour has a negative impact
on the competitiveness of Slovenia as a tourist destina-
tion (Kosi & Bojnec, 2010).

In addition, we analysed whether there are statisti-
cally significant correlations between the financial in-
dicators and statistical performance indicators of the
Slovenian hospitality sector. Table 4 presents the re-
sults. It is evident that in some cases there is a sta-
tistically significant correlation among selected indi-
cators. There is a strong positive correlation between
the number of tourist arrivals and total revenues. This
means that the higher number of tourist arrivals is re-
flected in the higher total revenues. Nevertheless, the
coefficients are relatively far frombeing 1.0, which calls
for additional analysis. A closer look at the numbers
reveals that the average growth of revenues in the anal-
ysed period is 1.57 percent, while the average growth of
arrivals is 4.64 percent. This leads us to think that ei-
ther the prices of accommodations are falling or that
tourists are spending less on accommodations.

There is also a strong positive correlation between
the number of tourist arrivals and the number of em-
ployees. Again, we can assume that a higher number
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Table 4 Correlation Coefficients among Selected Indicators

Indicators () () () () () () ()

Number of arrivals ρ .** .** .** –. . –. –.

Sig. . . . . . . .

N       

Number of overnight stays ρ .** .** .** –. . –. –.

Sig. . . . . . . .

N       

Number of rooms ρ .** .** .** –.* –. . .

Sig. . . . . . . .

N       

Notes Column headings are as follows: (1) total revenue, (2) number of employees, (3) labour costs, (4) roe, (5) roa, (6)
revenue per employee, (7) salary. ρ – correlation coefficient, Sig. – significance: ** correlation is significant at the 0.01 level
(2-tailed), * correlation is significant at the 0.05 level (2-tailed), N – number of observations.
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Figure 2 Dependence of the Number of Employees on the Number of Tourist Arrivals (y = 2e−9x2 − 0.0053x + 14911;
R2 = 0.9682)

of tourist arrivals reflects the higher number of em-
ployees. The consequence of a higher number of em-
ployees is reflected in higher labour costs. The average
growth of the number of employees in the analysed pe-
riod is 2.45 percent. There are also positive correlations
between labour costs and the three statistical indica-
tors. There is a moderate negative correlation between
the number of rooms and the return on equity. This
suggests that companies have invested a share of their
profit in expanding accommodation facilities. Conse-
quently, an increase in the number of rooms means
higher operating costs (Daneu, 2010). This might be
the reason for amoderate negative correlation. Among
other statistical and financial indicators, there are no
statistically significant correlations.

To complete our analysis, we also performed a par-
tial regression analysis. In all three cases, our indepen-
dent variablewas the number of tourist arrivals. As can
be seen from Figure 2, the dependent variable was the
number of employees. We opted for the non-linear re-

gression analysis, because the selected data better fit a
quadratic equation rather than linear equation. With
the value of the coefficient of determination, we can
assess the quality of the regression model. In this case,
we can see that the quality of the regression model is
suitable, because of a high value of the coefficient of
determination. With the use of a regression equation,
we can predict the number of employees in the hospi-
tality sector, if we know the number of tourist arrivals
in Slovenia.

In the second case, the dependent variable usedwas
total revenues. Again, we opted for the non-linear re-
gression analysis and the coefficient of determination
is also quite high. With the use of a regression equa-
tion (shown in Figure 3), we can predict the total rev-
enues in the hospitality sector, if we know the number
of tourist arrivals in Slovenia.

Finally, the dependent variable used was the aver-
age monthly salary. The regression model is presented
in Figure 4. Again, we opted for the non-linear re-
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Figure 3 Dependence of the Total Revenues on the Number of Tourist Arrivals (y = 0.0004x2 − 1414.2x+ 2e9; R2 = 0, 8517)
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Figure 4 Dependence of the Average Monthly Salary on the Number of Tourist Arrivals (y = 5e−10x2 − 0.0024x + 3590.1;
R2 = 0.9174)

gression analysis and the coefficient of determination
is also quite high. With the use of the estimated re-
gression equation, we can predict the average monthly
salary in the hospitality sector, if we know the number
of tourist arrivals in Slovenia.

Conclusion
The empirical results and lessons learned with the
present analysis are of relevance for future strategy
and policy formulation for the hospitality sector de-
velopment in Slovenia. At first glance, the empirical
results seem to be in line with the Slovenian govern-
ment strategic objectives on the importance of tourism
in the national economy, according to the number of
jobs and the share of gdp (and as far as the number
of tourist arrivals and overnight stays are concerned).
However, the empirical analysis also revealed that the
Slovenian hospitality sector has not been successful
from the financial point of view. The values of the fi-
nancial indicators confirmed that changes are neces-
sary in order to improve financial performance.

Although the financial and statistical data do not
offer the same picture of Slovenian hospitality sector,
we determined statistical significant correlations be-
tween some financial and statistical indicators. As a
result, we could use the selected financial and statisti-
cal data in order to perform a partial regression analy-
sis, in which we predicted the value of our dependent

variable. This indicates that if we want to obtain the
full picture of the hospitality sector, we must analyse
financial and statistical data side by side.

The findings of this study have a number of sig-
nificant implications for future practice. It is a mat-
ter of some concern that the usali standard has not
yet been implemented in the Slovenian hospitality sec-
tor. Companies prepare their financial reports accord-
ing to Slovenian Accounting Standards. The Slovenian
hospitality sector should focus all their efforts in im-
plementing usali, thereby becoming internationally
comparable. Greater transparency and easiermonitor-
ing of business operations are other benefits that us-
ali brings.

Future research on this subject should be under-
taken in several directions. First, the hospitality sector
is only one individual sector of Slovenian tourism, so
it makes sense to also analyse other tourism sectors. In
that way, we could obtain an overview of performance
of all tourism sectors. Second, an international com-
parison of results should also be desirable to identify
the benchmark performance gaps, shortfalls and pos-
sible comparative advantages (Neely, 1999).
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