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Abstract

Purpose — This current study will investigate the average financial ratio of top and failed five-star hotels in the Jeju area. A
total of 14 financial ratio variables are utilized. This study aims to; first, assess financial ratio of the first-class hotels in Jeju
to establishing variables, second, develop distress prediction model for the first-class hotels in Jeju district by using logit
analysis and third, evaluate distress prediction capacity for the first-class hotels in Jeju district by using logit analysis.
Research design, data, and methodology — The sample was collected from year 2015 and 14 financial ratios of 12
first-class hotels in Jeju district. The results from the samples were analyzed by t-test, and the independent variables were
chosen. This was an empirical study where the distress prediction model was evaluated by logit analysis. This current
research has focused on critically analyzing and differentiating between the top and failed hotels in the Jeju area by
utilizing the 14 financial ratio variables.

Results — The verification result of the accuracy estimated by logit analysis has shown to indicate that the distress
prediction model’'s distress prediction capacity was 83.3%. In order to extract the factors that differentiated the top hotels in
the Jeju area from the failed hotels among the 14 chosen, the analysis of t-black was utilized by independent variables.
Logit analysis was also used in this study. As a result, it was observed that 5 variables were statistically significant and are
included in the logit analysis for discernment of top and failed hotels in the Jeju area.

Conclusions — The distress prediction press’ prediction capability was compared in this research analysis. The distress
prediction press prediction capability was shown to range from 75-85% by logit analysis from a previous study. In this
current research, the study’s prediction capacity was shown to be 83.33%. It was considered a high number and was found
to belong to the range of the previous study’s prediction capacity range. From a practical perspective, the capacity of the
assessment of the distress prediction model in the top and failed hotels in the Jeju area was considered to be a prominent
factor in applications of future hotel appraisal.
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<Table 1> Distress Prediction Analysis Method by Researcher

Researcher
Beaver(1966), Jo(2007)

Probit analysis Ohlson(1980), Jo(2007), Lin(2009)
Genetic Algorithms Ok(2010)
Artificial neural network | Hong(1999), Nam & Yi(2002), Lin(2009),
analysis Li & Sun(2011), lturriaga & Sanz(2015)

Hybrid discriminant Azayite & Achchab(2016)
neural networks

Analysis Method
Single variate analysis
(Profile analysis)
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It (multi-variate discriminant) £44(Nam & Yi, 2002; Jung,
2009; Lin, 2009; Altman, 1968; Deakin, 1972; Li, 2011,
Laitinen & Suvas, 2016; Kim, 2012; Kang, 2012; Kassar &
Soileau, 2014) S! ZZl(logit)}24(Nam & Yi, 2002; Baek,
2011; Lin, 2009; Smaranda, 2014; Laitinen & Suvas, 2016;
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<Table 2> Target Hotels for Analysis

Names of Hotels

Number

Hotel Bareve, Kensington Jeju Hotel, Hayatt
Regency Jeju, Lotte Hotel Jeju, Seogwipo
Target KAL Hotel, Haevichi Hotel & Resort Jeju,

Hotels Maison Glad Jeju, Lotte City Hotel Jeju, 12
Jeju Sun Hotel & Casino, Jeju KAL Hotel,
Jeju Oriental Hotel, Ramada Plaza Hotel
*Exception | Jeju Shilla Hotel, Sweet Hotel Jeju, WE 3
of analysis Hotel
Total 15

Altman(1968), Deakin(1972),

Nam & Yi(2002), Kim(2005), Jung(2009),
Lin(2009)[8], Li & Sun(2011)],
Kang(2012), Kim(2012), Kassar &
Soileau(2014), Laitinen & Suvas(2016)
Baek(2001), Nam & Yi(2002), Lin(2009),
Park & Hong(2010), Kim(2012),
Kang(2012), Ma(2012), Jung(2014),
Smaranda(2014), Laitinen & Suvas(2016)

Multi-variate discriminant
analysis

Logit analysis

* Private hotel company / Hotel which dose not make annual
report for Public
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<Table 3> Financial Ratios for Target Hotel Analysis

Tvpes of Evaluation

yp Financial Ratios Item
Indicators

Number
) Current ratio, Debt ratio, Total
Indicators ;
) borrowings and bonds payable to total
Concerning . 4
- assets, Interest coverage ratio to
Stability S
operating income
. Operating income to sales, Net income to

Indicators . :
Concerning sales, Net income to ‘assets,‘Net income 5
Profitabili to stockholders’ equity, Ratio of cash

rofitability : o

flows from operating activities to sales

Indicators | Growth rate of sales, Growth rate of
Concerning| operating income Growth rate of net 4

Growth income, Growth rate of total assets

Indicator
Concerning Total assets turnover 1

Activity

Total 14
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<Table 4> }—test Results
Mean Value of Result of
Financial Ratio t-test
Variables Top- .
Failure .
leveled t-value | Sig.
Hotels
Hotels
Current ratio 86.11 3418 | -.946 | .345
Debt ratio 69.15 | 815,52 | 3.326 | .027
Indicators Total borrowings
Concerning and bonds payable| 11.03 55.89 2.352 | .049
Stability to total assets
Interest coverage
ratio to operating | 153.6 | 119.20 | 3.956 | .008
income
Operating income | 4o 5 | g48 | 1.051| 204
to sales
Netincome to |15 | 438 | 2225 | 039
sales
Indicators Net income to
Concerning 1.15 -8.54 901 | .368
) assets
Profit- .
ability Net income to | g5 | gg0g | 3.982 | .001
stockholders’ equity ’ ' ’ ’
Ratio of cash flows
from operating 2.00 15.24 | -2.841 | .005
activities to sales
Growth rate of | ;55 | ggg | 1.533 | 126
sales
_ Growth rate of
Indlcatgrs operating income -106.17 | -393.45 | .928 | .353
Concerning Growth rate of net
Growth | STOWH &% OENEHY 546 73 | 56974 | 550 | 583
income
Growth rate of total 8.59 5.40 ~929 | 353
assets
Indicator Total assets
Concerning 0.34 3.32 139 | .889
L turnover
Activity
Note: p-Value: **: p<.01, *: p<.05
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<Table 5> Coefficient of Logit Model

Dependent Regression |Standard| Wald Pr>
Variables Coefficient B| Error |Chi-square| Chi-square

Debt ratio .016 .012 2.183 0.012
Total
borrowings and

bonds payable
to total assets

1.506 .027 -3.809 0.041

Interest
coverage ratio
to operating
income

.007 .009 -2.309 0.028

Net income to
stockholders’ -.875 .041 -3.275 0.003
equity

Ratio of cash
flows from
operating -2.464 .049 -3.801 0.001
activities to

sales

Constant -14.227 2.964 10.395 0.001
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<Table 6> Classification Results

Predicted Group
Top-leveled | Failure
Hotels Hotels Uizl
Top-leveled 6 1 7
Observed Hotels
Grou % 85.7 14.29 100.0
P Failure Hotels 1 4 5
% 20.0 80.0 100.0

Note: concordant: 83.33%, discordant: 16.67%
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