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Abstract 
Restaurant sector presents an important subsector of Slovene national economy. In 2014, there 
were 2.516 companies operating in the Food & Beverage (F&B) service sector (3.96 % of all 
companies in Slovenia), employing a total of 8.988 employees (2.08 % of all employees). An 
important subsector of F&B service sector (I56) is the restaurant sector (I56.101 - restaurant and 
inns), since it includes almost 43 % of all F&B facilities in the country. In the past, different 
socio-political and economic changes (e.g. implementation of Euro, entering the EU, economic 
crisis etc.) influenced Slovene national economy. This study tries to draw a parallel between 
these events and the financial performance of the restaurant sector. 
Purpose – This study aims to investigate the financial performance of the restaurants sector 
(I56.101) for the period from 1994 to 2014. 
Methodology – In order to achieve the main objective of the research, official financial data 
provided by the Agency of the Republic of Slovenia for Public Legal Records and Related 
Services (AJPES) was analysed. Based on literature review, a set of financial indicators were 
included in the study. The nominal financial data were deflated to the year 1994 constant prices 
in order to obtain real values of financial indicators over the analysed years. In the second part of 
the research, financial results were presented (and commented) through major socio-political and 
economic changes which affected the national economy over the past 20-years. 
Findings – Results indicate that restaurants have problems in achieving positive financial results 
(the value of operating ratio is less than one). Restaurant companies have problems in paying 
current obligations with cash from current assets. The share of capital in financing structure is 
reducing practically throughout the observed time period and as a consequence, companies are 
facing with indebtedness. Financial results also reveal that the EU accession process, 
introduction of Euro, and EU presidency had a positive impact on net sales revenues. On the 
contrary, financial and economic crisis negatively affected restaurants’ overall financial 
performance.  
Contribution – Research results have practical value for restaurant managers, since they enable a 
deeper and more profound understanding of restaurants’ financial performance. This study helps 
us to better understand restaurant businesses’ financial performance over the past 20-years. 
Keywords: Benchmarking, Financial performance, Restaurant industry, Slovenia 
 
 
INTRODUCTION 
 
Tourism (and within it the restaurant sector) is an important economic sector in 
Slovenia. According to World Travel and Tourism Council (WTTC), 13% of people 
employed in Slovenia work in this sector. As far as the total contribution to gross 
domestic product (GDP) is concerned, tourism represent 12.7 % of Slovenian GDP 
(WTTC, 2015). In 2014, the Slovenian Food & Beverage (F&B) service sector 
comprised of 2.516 companies (3.96 % of all business entities in the country) and 
offered a job to 8.988 employees (2.08 % of all employees) (Ajpes, 2015). According 
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to the European (EU) Standard Classification of Activities (the NACE codes) the F&B 
service sector (marked as I56) is divided into fifteen subsectors. In our study, we 
focuse on restaurants and inns (I56.101 – the restaurant sector). Based on official data 
(Ajpes, 2015), in 2014 this subsector included the vast majority of all F&B facilities in 
the country (1.074 companies). 
 
As previously done by Martin, Keown, Petty and Schott (2010) financial ratios were 
used to evaluate the financial performance of restaurant sector in Slovenia. According 
to authors (ibid.) financial ratios enable to clearly identify strengths and weaknesses of 
companies’ financial performance. 
 
The aim of this study was to evaluate the financial performance of the restaurant sector 
in Slovenia for the period between 1994 and 2014. Based on literature review, basic 
characteristics of the Slovene restaurant sector were identified, and the importance of 
financial analysis and benchmarking was discussed. In the second part of the study, 
financial data were analysed and systematically presented. 
 
 
1. RESTAURANT SECTOR IN SLOVENIA 
 
1.1 Development of restaurant sector in the 1990s 
 
The collapse of Yugoslavia in 1991 had in general a bad impact on restaurant sector`s 
development. The number of restaurant facilities and income have significantly 
decreased after 1991 (Kukanja, 2015). Structural changes were introduced only in the 
mid-nineties, with the introduction of the new legal regulation for the F&B service 
sector (until 1995 the ex-Yugoslav legislation was in force) and the process of 
privatization. The new legislation introduced several important innovations, such as a 
new classification for F&B service sector and the liberalization of legal provision for 
restaurant entrepreneurship. Despite important contributions for the sector, the new 
legislation had abolished systematic statistical monitoring of this important sector of 
national economy. Therefore, after 1994 the official, industry-specific data (i.e. number 
of facilities per type, location, number of seats, and turnover for different types of 
facilities etc.) were no longer available. Statistical data included solely some basic 
parameters, such as the number of companies in the activity, the number of employees, 
and the overall financial turnover (per month). This action still presents a major 
obstacle in the analysis of the restaurant service sector in Slovenia. Therefore, due to 
scarce statistical data the next chapters highlights some major (content) characteristics 
and the development of the restaurant service sector in Slovenia.  
 
The introduction of a liberal market economy in the nineties has reflected in a rapid 
change (adaption) of restaurant supply. Different concepts (types) of restaurants were 
introduced to the market, and many existing restaurants enriched their offer, mostly 
with snacks, take away food, and quick meal offerings. Especially gastronomic 
restaurants tried to adapt to consumerism and the ever more demanding customers. 
This has led to some new concepts of offer, such as different combinations of 
restaurants and pizzerias, restaurants and grills, and to the introduction of some 
modernistic, state-of-the-art culinary concepts (e.g. fusion cooking, Slow Food, etc.). A 
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growing number of restaurants introduced the possibility of quick and informal meals 
(e.g. light lunch menus), as well as the possibility of home delivery (catering services). 
Many traditional (rural) inns changed their concept of authentic (local) gastronomic 
offering and started to compete with modernistic restaurants – both in the form of 
services they provided, as well as prices they charged. At the same time some 
traditional facilities, such as bakeries, started to offer sandwiches and light snacks (also 
referred to as Paninoteke). Based on the “English” concept, pubs became very popular 
in the late nineties. Facilities, which were primary concerned with beverage offerings 
(e.g. bars and coffee shops) enriched their offer with snacks and light meals. As can be 
seen from Table 1, the number of restaurant facilities has constantly increased in the 
nineties. The average rate of growth for companies (restaurants) in the activity was 
10.72 %, while the yearly average rate of growth for the number of employees was 
3.70 %. 
 
1.2 Development of the restaurant sector after EU accession 
 
Joining the European Union (EU) in 2004 and in particular the introduction of Euro 
currency in 2007 had in general a positive impact on the restaurant sector (Gričar and 
Bojnec, 2009) (see also Table 1). One of the major benefits of entering the Euro zone 
was the (re)introduction of monitoring the number of business entities in restaurant 
sector. In 2008, Slovenia introduced the NACE methodology for monitoring business 
entities, which is consistent with the EU classification. The problem of the new 
(NACE) methodology lies in the fact that business records are inconsistent with the 
national (Slovene) statutory classification of restaurant facilities. As a result, the 
collected statistical data are not fully comparable (e.g. restaurants and inns are merged 
into one category). 
 
As can be seen from table below, the number of companies was constantly increasing 
throughout the period. Relatively high annual rate of growth was recorded in the year 
2004, when Slovenia joined the EU. According to Ferk et al. (2005), the EU accession 
process had a positive impact on Slovenian tourism (and consequently the restaurant 
sector), since it has increased the visibility of Slovenia as a tourist destination. As far as 
the number of employees is concerned, it has significantly increased only in 2008. In 
2008 Slovenia took over the presidency of the Council of the EU. According to 
Slovenian Tourist Board (STB, 2008) the EU presidency boosted tourism demand 
which has consequently lead to a higher employment rate in the country (and the 
restaurant sector). 
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Table 1: Companies in activity and employees 
 

Year 
Companies in activity Employees 

Number Annual rate of 
growth in % Number Annual rate of 

growth in % 
1994 148  2.516  
1995 148 0.00 2.405 -4.41 
1996 206 39.19 2.219 -7.73 
1997 238 15.53 2.278 2.66 
1998 276 15.97 2.400 5.36 
1999 303 9.78 2.453 2.21 
2000 320 5.61 2.629 7.17 
2001 326 1.88 2.868 9.09 
2002 384 17.79 2.970 3.56 
2003 438 14.06 3.147 5.96 
2004 526 20.09 3.329 5.78 
2005 564 7.22 3.594 7.96 
2006 612 8.51 3.832 6.62 
2007 675 10.29 4.130 7.78 
2008 769 13.93 4.752 15.06 
2009 855 11.18 5.154 8.46 
2010 890 4.09 4.809 -6.69 
2011 927 4.16 4.894 1.77 
2012 958 3.34 4.928 0.69 
2013 995 3.86 4.799 -2.62 
2014 1.074 7.94 5.059 5.42 

 

Source: (Ajpes, 2015) 
 
An increased number of (domestic) scientific research in the field of restaurant sector 
over the past decade (Gričar and Bojnec, 2009; Kukanja, 2015; Kukanja and Planinc, 
2012; Lebe et al., 2006; Sibila Lebe et al., 2009; Raspor, 2008; Kukanja and Planinc, 
2013; Šuligoj, 2007) may help us to better understand restaurant business activity in 
Slovenia. Research results reveal that the vast majority of facilities are owned and 
managed by entrepreneurs; restaurant facilities have on average 20–years of business 
tradition, and the average number of employees per restaurant is 4.7 full-time 
employees. There are relatively few international restaurant corporations which operate 
based on a franchise system (e.g. McDonalds, Marché restaurants at service stations 
etc.), although some private restaurateurs are also included in different international 
gastronomic associations (e.g. Jeunes Restaurateurs d’Europe). According to Kukanja 
(2015) Slovene restaurants are generally not associated in restaurant associations. In 
this view it is worth mentioning that the compulsory membership in the Slovene 
Chamber of Commerce was legally abolished in 2013 and the consequences of such 
(political) decision could not yet be assessed. Despite commendable engagement and 
achievements of some private restaurateurs, previously mentioned studies suggest that 
the Slovene restaurant service sector could be best described with the following 
industry specific characteristics: shortage of professionally trained labour force; poor 
motivation of employees; not compulsory F&B training and education; high seasonal 
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staff fluctuations; a high proportion of labour force present unskilled seasonal workers 
and students; small speciality offerings; strict hygiene rules (HACCP); bad 
communication between restaurant providers; too little emphasis on authentic 
gastronomic offering, and generally (too) low sell-prices. One of the major problems 
presents the legacy of transition and non-transparent privatization since independence, 
as a large number of hotel companies are in bad financial situation, which in turn 
affects the development of gastronomic offer (especially the structure and the 
purchasing power of tourists in major tourist destinations). The trend of fast food eating 
prevails on the restaurant market, as fast food and quick-casual restaurants are 
widespread. 
 
Tax inefficiency in tourism (and especially the restaurant sector) also presented one of 
the major fiscal problems in the country (Kosi and Bojnec, 2010). In 2015 the 
government of Slovenia implemented a set of measures (the cash transactions 
fiscalization) in order to assure an overview of cash transaction revenues. Based on the 
new Cash transaction and fiscalization act, fiscal cash registers were introduced in 
January 2016 (Pravilnik o potrjevanju računov, 2016). 
 
 
2. FINANCIAL PERFORMANCE 
 
Financial performance analysis provides an insight on organization’s efficiency and it 
makes it feasible to compare it to some (industry) specific benchmark measures (Hales, 
2005). Martin et al. (2010) state that the usage of financial ratios is the most 
appropriate way to measure financial performance, since they (ratios) provide the basic 
information about organization’s strengths and weaknesses. Financial performance 
measures can be used as basic tools of financial management, as well as tools for 
implementing adequate motivational and control policies (Otley, 2002). The most 
important sources of information for calculating ratios are the company’s balance sheet 
and the statement of income. According to Turk (2006) both financial statements 
provide numerous possibilities in calculating ratios, so the main challenge is not to get 
distracted with the vast amount of information. In addition, most financial ratios are 
correlated to each other in several ways (Turk, 2006). Despite their reporting 
advantages, some authors (Atkinson and Brown, 2001; Lev and Sunder, 1979; 
Ghalayini and Noble, 1996; Hansen, Otley, and Van der Stede, 2003; Reynolds and 
Biel, 2007) questioned such approach. Venanzi (2012) argues that such (financial) 
measures are not necessarily consistent with the company’s overall value creation, 
since “creative accounting” practices enable financial reporting manipulations. 
 
Financial theory for the hospitality industry (lodging and restaurant facilities) suggests 
five (basic) ratio groups: liquidity, solvency, activity, profitability, and operating ratios. 
Liquidity and solvency ratios enable assessment of organizations’ short term and long 
term obligations, whilst activity and profitability ratios are focused on management 
performance (the first determine its ability to manage an organization’s assets and the 
latter show its overall managerial effectiveness). The last group of ratios (operating 
ratios) are very useful in analysing hotel and restaurant facility operations (Schmidgall 
and Damitio, 2006). In hospitality industry, both (the lodging and the restaurant sector) 
have their own uniformed standards of accounting and financial reporting. In 2012 the 
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8th edition of The Uniform System of Accounts for Restaurants (also known as USAR 
standards) was published (National Restaurant Association, 2012). USAR standards are 
not compulsory in Slovenia. Restaurants, therefore, report in accordance with national 
(Slovene) accounting standards. 
 
The majority of scientific research focuses on financial performance of the lodging 
(hotel) sector and Uniform system of accounts for the lodging industry (USALI) 
standards (Mihalič, 2009; Zigan and Zeglat, 2010; Haktanir and Harris, 2005; Phillips, 
1999; Gu, 1994; Pine and Phillips, 2005; Southern, 1999; Sainaghi, 2011; Hua, Nusair, 
and Upneja, 2012; Heiman, 1988; Gray, Matear, and Matheson, 2000; Poorani and 
Smith, 1995; Atkinson and Brown, 2001). In the last decade (since 2005) there has 
been an increased number of studies (Assaf, Deery, and Jago, 2010; Canina and 
Carvell, 2008; Kim and Ayoun, 2005; Hua and Lee, 2014) focusing on the financial 
performance of restaurant businesses. Authors (ibid.) analysed specific financial ratios 
and indicators for the restaurant sector, such as: return on assets, return on equity, sales 
growth, liquidity, and operating ratios. In their major study, Kim and Ayoun (2005) 
conducted a longitudinal, cross-sector ratio analysis of different tourism sector in the 
USA (including restaurants). Their research revealed that restaurants manage their 
assets more effectively than other tourism sectors. The study also proved that there are 
statistically significant differences in static and dynamic measures of liquidity within 
the tourism sector. Therefore, when conducting a financial analysis of tourism (and 
restaurant sector), researchers and practitioners shouldn’t rely solely on static ratios, 
but should also consider dynamic liquidity measures. The first systematic study of non-
financial measures was reported by Kaplan and Norton in 1992. Authors presented 
Balanced Scorecard, where they had combined financial measures with operational 
measures in order to present a broader view of companies' overall performance (Kaplan 
and Norton, 1992).  
 
In the analysis of restaurants’ business performance in Australia, Assaf, Deery and 
Jago (2010) found that restaurants are operating with low level of efficiency. This view 
is also supported by Mun and Jang (2015), who investigated the impact of working 
capital on restaurants’ financial performance. Authors (ibid.) determined a strong 
inverted U-shape relationship between working capital and profitability, meaning that 
an increase in working capital has a negative impact on profitability in organizations 
with positive working capital (and vice - versa). Overall, these studies highlight the 
need for inclusion of non-financial measures in restaurant service sector analysis, as 
financial indicators don’t provide a comprehensive picture of restaurants’ overall 
business performance. 
 
 
3. BENCHMARKING 
 
According to a definition provided by Kozak and Nield (2001, 8), benchmarking is “the 
continuous measurement and improvement of an organization’s performance against 
the best”. 
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Khurrum and Faizul (1999) state that early definitions defined benchmarking as a 
problem solving technique. According to authors (ibid.), scholars soon identified its 
potentials in analysing organisations’ operational processes. Researchers (presented 
below) identified several types of benchmarking. Andersen and Pettersen (1995) state 
that the purpose of the analysis most often defines the type of benchmarking. Authors 
(ibid.) defined the following types of benchmarking: performance, process and 
strategic, and internal-external benchmarking. Performance benchmarking focuses on 
performance measurement, process benchmarking deals with methods and practices for 
performing processes, whilst strategic benchmarking focuses on company’s strategic 
choices and dispositions (Andersen and Pettersen, 1995). 
 
According to Wöber (2002) there are also other types of benchmarking, such as 
competitive, functional, and generic benchmarking. Competitive benchmarking is a 
form of performance benchmarking and its main aim is to measure and compare an 
organization's performance with competitors in the same type (branch) of industry 
(Wöber, 2002a). Neely, Gregory and Platts (2005) state that especially competitive 
benchmarking is a very useful managerial tool, as it focuses on direct measurement of 
competitors’ overall business performance. 
 
In tourism, benchmarking most often deals with profit and non-profit oriented 
businesses (Wöber, 2002). The majority of literature deals with profit-oriented tourism 
businesses, especially within the lodging sector (Wöber, 2001). Benchmarking activity 
has developed to the point, that several companies (e.g. Ernst & Young, Global 
Hospitality Consulting, PKF Consulting, Smith Travel Research etc.) offer payable 
benchmark statistics for the lodging sector (Harris and Mongiello, 2006). Although the 
majority of research focuses on accommodation facilities, there are also some studies 
focusing on benchmarking in the restaurant sector. Kim and Gu (2003) compared three 
subsectors of restaurant industry (full-service restaurants, economy/buffet restaurants, 
and fast-food restaurants) and came to the conclusion, that there are differences in 
business performance among different subsectors. The study also found that all 
subsectors’ financial performance was inferior to the average market portfolio for the 
restaurant sector. Consequently, the case of benchmarking in restaurant industry has 
also raised attention among practitioners. In 2001 the Austria’s national hotel and 
restaurant panel was developed, in order to enable benchmarking within the industry 
(Wöber, 2002). 
 
In their research, Schmidgall and DeFranco (2004) identified the most often used 
financial ratios for the restaurant industry. These ratios are: payroll cost in %, cost of 
goods in %, current ratio, debt to equity ratio etc. As benchmarking has proven to be a 
reliable management tool, Hua and Lee (2014) proposed the development of unified 
guidelines for managers on how to enhance restaurants’ capabilities with the help of 
benchmarking. This view corroborates the idea of Fuchs and Weiermair (2004), who 
stated that benchmarking can be considered as a “catalyst” for fast learning managers. 
Namely, benchmarking enables a quick and reliable identifications of company’s 
performance gaps (Stapenhurst, 2009). 
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4. FINANCIAL ANALYSIS OF SLOVENIAN RESTAURANT SECTOR  
 
Financial data for the Slovenian restaurant sector were obtained from the Agency of the 
Republic of Slovenia for Public Legal Records and Related Services (Ajpes). The 
agency manages the register of business entities, collects annual reports and other data, 
conducts statistical research, performs credit ratings etc. (Ajpes, 2016). 

 
In our analysis, the business year 1994 was taken as a (research) starting point. 
Namely, only in 1994 Ajpes started to provide financial data and statistical information 
on national economic activity. Based on a literature review, we choose financial data 
recommended in theory (see Chapter 2). The nominal financial data were deflated to 
constant prices in year 1994 (the base year) in order to obtain real values of financial 
indicators over the analysed period (1994-2014). The deflator for value of inflation was 
obtained from Statistical Office of Republic of Slovenia (SORS, 2015). In the next 
step, financial performance analysis of restaurants and inns was conducted. With 
determining the financial performance of the Slovenian restaurant industry for the last 
21 years, we conducted the first step in the benchmarking process. In the next step, we 
wanted to compare the Slovenian results with the financial performance of the 
restaurant industry from the neighbouring countries in order to identify best 
performance practices. Unfortunately, due to scarce public available data we were 
unable to conduct a reliable benchmarking analysis. 
 
Table 2: Net sales revenues and net profit/loss for the accounting period in Euro 
 

Year Net sales revenues 
in Euro 

Net profit/loss for the 
accounting period in Euro 

1994 66.121.833 -5.101.541 
1995 69.681.268 -2.020.611 
1996 57.970.620 -2.916.020 
1997 55.462.848 -1.435.330 
1998 55.342.486 -1.501.256 
1999 52.347.989 -1.228.257 
2000 50.125.145 -2.058.656 
2001 55.986.335 -1.382.052 
2002 58.916.288 -1.345.458 
2003 62.486.016 600.212 
2004 64.409.182 465.637 
2005 72.690.119 -150.288 
2006 101.709.576 2.600.808 
2007 90.203.455 -291.013 
2008 141.257.622 -3.339.177 
2009 108.719.079 -909.771 
2010 105.541.928 -2.486.396 
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Year Net sales revenues 
in Euro 

Net profit/loss for the 
accounting period in Euro 

2011 110.421.174 -1.641.206 
2012 109.817.674 -1.816.571 
2013 111.716.190 -2.787.986 
2014 121.084.816 -235.211 

 

Source: (Ajpes, 2015) 
 
In Table 2 net sales revenues and net profit/loss for the accounting period are 
presented. The average annual rate of growth at net sales revenues is 4.28 %. The 
highest jump of revenues occurred in the years 2006 and 2008. In 2006 international 
economic trends were very favourable and this boosted the growth rate of sales in 
foreign markets. In 2006, there was also a very high level of activity in the construction 
sector, which consequently boosted sales revenues in the domestic market (Kmet 
Zupančič et al., 2007). At the end of the year 2006, the prices in restaurant sector 
increased for almost 4.5 %. This increase most probably occurred due to the fact that 
Slovenia was in the process of adopting Euro as a national currency (UMAR, 2016). 
An increase in prices also contributed to higher net sales revenues (Gričar and Bojnec, 
2009). In 2008, net sales revenues were also relatively high. In the first six months of 
2008, Slovenia took over the presidency of the Council of the EU. The country also 
used this opportunity for intense tourism promotion. According to a survey conducted 
by STB (2008), the presidency significantly influenced tourism demand, which 
consequently lead to a higher employment rate. In 2009, net sales revenues sharply 
declined, mostly due to economic crisis and the decline in demand (in this view it is 
also necessary to take into account the impact of tampering with the net sales 
revenues). In the same year (2009), the Tax Administration office discovered a large 
part of fiscal irregularities in the restaurant sector (e.g. issuing receipts, tax reporting 
etc.) (Kmet Zupančič et al., 2010). 
 
When calculating profit/loss, we must bear in mind that the value of profit is 
significantly affected by different valuations and disclosures of certain economic 
categories (e.g. assets, inventories, receivables, amortization etc.) (Kavčič et al., 2003). 
On the other hand, net profit is affected by the rate of the corporate tax and by legal 
possibilities to enforce tax deductions. In Slovenia, the rate of the corporate tax 
gradually lowered from 25 % to 17 % (KPMG, 2015). 
 
Further examination of net profit/loss reveals that the highest loss was recorded in 
2008. A deeper analysis also reveals that net sales revenues and the profit from 
operations in 2008 were considerably higher than in the previous year. On the other 
hand, financial expenses were also considerably high – especially financial expenses 
from financial liabilities. Expenses have significantly increased as a consequence of the 
growing debt, which has increased due to an investment cycle. This process has led to 
loss in year 2008. Because of financial and economic crisis, business results 
deteriorated considerably in year 2008. Loss increase happened mainly due to a large 
financial loss, since the financial crisis had a severe negative impact on the value of 
shares and other financial investments (Kmet Zupančič et al., 2009). 
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Table 3: ROA and ROE 
 

Year ROA in % ROE in % 
1994 -8.8 -14.9 
1995 -3.5 -6.1 
1996 -5.9 -11.6 
1997 -3.3 -6.9 
1998 -3.4 -7.0 
1999 -2.8 -6.0 
2000 -4.7 -9.8 
2001 -3.1 -5.9 
2002 -2.9 -6.2 
2003 1.2 3.0 
2004 0.8 2.5 
2005 -0.2 -0.8 
2006 3.3 12.3 
2007 -0.3 -1.5 
2008 -2.4 -7.3 
2009 -0.7 -3.3 
2010 -2.0 -9.7 
2011 -1.2 -5.9 
2012 -1.4 -6.8 
2013 -2.4 -10.9 
2014 -0.2 -0.9 

Average -2.09 -4.94 
 

Source: (Ajpes, 2015) 
 
In Table 3 financial performance based on two financial ratios – Return on Assets 
(ROA) and Return on Equity (ROE), is presented. Both ratios belong to profitability 
indicators, which measure management’s overall effectiveness. Negative ratio means, 
that an organization has generated loss. ROA shows the profitability of an 
organization’s assets (Schmidgall and Damitio, 2006). We can see that the average 
value is -2.09 %. This means, that 2.09 cents of loss were generated for every Euro of 
average total assets. Number of restaurants and inns grew rapidly in the period from 
2002 to 2009 (this means that the value of assets has also increased significantly). 
Results show that in the same period organizations mainly generated loss (see Table 3). 
 
The ROE ratio compares the profit/loss of an organization to the owners’ equity 
(Schmidgall and Damitio, 2006). We can see that the average value is -4.49 %. This 
means, that 4.94 cents of loss were generated for every Euro of (average) owners’ 
equity. The value of equity didn’t follow the rapid growth of the value of assets - hence 
it can be assumed, that the assets were acquired with debt obligations. 
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Table 4: Profit margin, operating efficiency and current ratio 
 

Year Profit 
margin in % 

Operating 
efficiency ratio Current ratio 

1994 -7.4 0.95 0.88 
1995 -2.9 0.95 0.77 
1996 -4.9 0.95 0.67 
1997 -2.6 0.96 0.66 
1998 -2.7 0.96 0.68 
1999 -2.3 0.97 0.68 
2000 -4.1 0.95 0.73 
2001 -2.5 0.99 0.81 
2002 -2.2 0.99 0.88 
2003 0.9 1.01 0.93 
2004 0.7 1.02 0.85 
2005 -0.2 1.01 0.75 
2006 2.4 1.05 0.94 
2007 -0.3 1.01 0.83 
2008 -2.3 1.01 1.03 
2009 -0.8 1.01 0.82 
2010 -2.3 0.99 0.76 
2011 -1.4 1.00 0.78 
2012 -1.6 0.99 0.80 
2013 -2.4 0.99 0.75 
2014 -0.2 1.01 0.80 

Average -1.86 0.99 0.80 
 

Source: (Ajpes, 2015) 
 
In Table 4 another two profitability ratios, profit margin and operating efficiency ratio 
are shown together with the current ratio. Profit margin shows how efficiently 
managements generate sales and control expenses (Schmidgall and Damitio, 2006). We 
can see, that the average value is -1.86 %. This means that 1.86 cents of loss were 
generated for every 1 Euro of revenue. 
 
Operating efficiency ratio shows the efficiency of a company's management by 
comparing operating revenues and operating expenses. When the ratio is lower than 1, 
an organization generated operating loss. As can be seen from Table 4, from year 2003 
restaurants are generating more operating revenues than operating expenses. Therefore, 
companies were generating positive financial results from operations. A more detailed 
analysis reveals that the average rate of growth of operating expenses was lower than 
the average rate of growth of operating revenues. We can therefore conclude that 
managers were relatively successful in controlling operating expenses. Yet, these 
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numbers are not very encouraging, as restaurants had to finance the constantly 
increasing financial expenses (see Table 5). 

 
Current ratio shows the relationship between current assets and current liabilities 
(Schmidgall and Damitio, 2006). In our study, the average value of this indicator is 
0.80. This means that for every Euro of current liabilities, a (restaurant) company has 
80 cents of current assets. This leads to the conclusion, that restaurants were unable to 
pay their current obligations with cash (earnings) from current assets. 
 
The highest values of all three ratios were achieved in year 2006, which was (as 
already mentioned before) the year of extremely favourable economic situation. This 
resulted in positive economic trends and financial performance (see also Table 4). 

 
Table 5: Debt to equity ratio and labour cost percentage 
 

Year 
Debt to equity 

ratio in % 
Labour cost 

in % 
1994 34.20 32.47 
1995 41.20 32.43 
1996 48.80 31.70 
1997 49.20 30.51 
1998 52.10 28.91 
1999 52.80 29.55 
2000 50.10 30.00 
2001 48.40 29.74 
2002 54.10 28.30 
2003 62.60 27.96 
2004 67.90 28.29 
2005 71.40 27.82 
2006 74.20 20.97 
2007 78.80 26.33 
2008 68.40 21.06 
2009 79.70 28.95 
2010 79.90 29.32 
2011 79.70 28.74 
2012 79.60 27.91 
2013 79.30 27.33 
2014 78.20 26.95 

Average 63.36 28.34 
 

Source: (Ajpes 2015) 
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Table 5 presents solvency and operating ratio, debt to equity ratio, and labour cost 
percentage for the restaurant sector. Debt to equity ratio shows the organization’s 
ability to meet its long-term debt obligations (Schmidgall and Damitio, 2006) and 
reveals the amount of debt which an organization uses to finance its assets (the higher 
debt to equity ratio is, the higher are financial expenses). In our study, the average 
value of this ratio is 63.36 %. This value significantly increased in year 2009. Because 
of unfavourable economic trends, companies had to increase their debts in order to 
finance their operations.  

 
Labour cost in restaurant sector presents one of the major expenses (Schmidgall and 
Damitio, 2006). For Slovenian restaurant sector the average value of this ratio is 28.34 
% (see Table above) and the average annual rate of growth is negative (-0.18 %).  The 
average annual rate growth is negative because labour costs increased slower than 
operating revenues. 

 
 

5. CONCLUSION 
 
This research paper has provided an insight to the financial performance of the 
Slovenian restaurant sector for the period from 1994 to 2014. With determining the 
financial performance of the Slovenian restaurant industry for the last 21 years, we 
conducted the first step in the benchmarking process. The next step is to compare the 
Slovenian restaurant sector with financial performance of restaurant sectors from 
neighbouring countries in order to identify best performance practices. 
 
Research results indicate that, on average, Slovenian restaurants have problems in 
achieving positive financial results (the value of operating ratio is less than one). 
Restaurant companies also have problems in paying current obligations with cash from 
current assets. The share of capital in financing structure is reducing practically 
throughout the whole observed period, and as a consequence companies are facing with 
indebtedness. Therefore, financial expenses are constantly increasing, which results in 
negative overall financial performance of the restaurant sector. 
 
Based on presented data and research results we can conclude that there are some 
parallels between different socio-political and economic events and the financial 
performance of the restaurant sector. EU accession and introduction of Euro had a 
positive impact on net sales revenues. The Slovenian presidency to the Council of the 
EU also positively contributed to net sales revenues. Although it seems, that restaurant 
managers used all major events in their advantage, financial results reveal that all types 
of expenses grew faster than revenues, which resulted in losses in almost all accounting 
periods. Recession negatively affected financial results, especially because of its 
negative impact on the value of shares and other financial investments. 
 
In future, restaurant managers should make an effort in optimizing their operations 
(especially the operational expenses). Managers should also consider the possibility of 
implementing uniformed standards of accounting and financial reporting for the 
restaurant sector. In addition, reintroduction of systematic statistical monitoring of 
some industry-specific data (i.e. number of facilities per type, location, number of 
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seats, and turnover for different types of facilities etc.) would also enable a more 
thorough analysis of restaurants’ performance. Studies presented in this paper highlight 
the importance of non-financial indicators for the restaurant service sector, also 
because some accounting practices still enable financial reporting manipulations. 
Future research should therefore concentrate on the investigation of different financial 
and non-financial indicators for the restaurant industry. 
 
 
REFERENCES 
 
Ajpes. 2015. “FI-PO-Financial Data.” Accessed December 16. http://www.ajpes.si/fipo/prikaz.asp?xid=22L 

H4qw3HhZXE2cUwJjA3IsfiLPq2U/51pvTrfxFcNYwoH8TGxge+h2cSmb20MVd7IBy. 
———. 2016. “Main Tasks.” Accessed January 21. http://www.ajpes.si/About_AJPES/Tasks. 
Andersen, B., and P.-G. Pettersen. 1995. Benchmarking Handbook. Springer Science & Business Media. 
Assaf, A. George, Margaret Deery, and Leo Jago. 2010. “Evaluating the Performance and Scale 

Characteristics of the Australian Restaurant Industry.” Journal of Hospitality & Tourism 
Research, 1096348010380598. 

Atkinson, Helen, and Jackie Brander Brown. 2001. “Rethinking Performance Measures: Assessing Progress 
in UK Hotels.” International Journal of Contemporary Hospitality Management 13 (3): 128–36. 

Bojnec, Štefan, and Sergej Gričar. 2010. “Euro Adoption and Prices in Catering Industry in Slovenia.” In 
Economic Integration, Competition and Cooperation, 265–73. Rijeka: Faculty of Economics. 

Canina, Linda, and Steven A. Carvell. 2008. “A Comparison of Static Measures of Liquidity to Integrative 
Measures of Financial and Operating Liquidity: An Application to Restaurant Operators and 
Restaurant Franchisors.” The Journal of Hospitality Financial Management 16 (1): 35–46. 

Ferk, Barbara, Marjan Hafner, Slavica Jurančič, Jasna Kondža, Mojca Koprivnikar Šušteršič, Mateja Kovač, 
Gorazd Kovačič, et al. 2005. “Učinki Vstopa Slovenije v EU Na Gospodarska Gibanja v Letu 
2004.” Ljubljana: Urad RS za makroekonomske analize in razvoj. 

Fuchs, Matthias, and Klaus Weiermair. 2004. “Destination Benchmarking: An Indicator-System’s Potential 
for Exploring Guest Satisfaction.” Journal of Travel Research 42 (3): 212–25. 

Ghalayini, Alaa M., and James S. Noble. 1996. “The Changing Basis of Performance Measurement.” 
International Journal of Operations & Production Management 16 (8): 63–80. 

Gray, Brendan J., Sheelagh M. Matear, and Philip K. Matheson. 2000. “Improving the Performance of 
Hospitality Firms.” International Journal of Contemporary Hospitality Management 12 (3): 149–
55. 

Gričar, Sergej, and Štefan Bojnec. 2009. Dejavniki Gibanja Cen v Gostinstvu. Koper: Univerza na 
Primorskem, Fakulteta za management Koper. 

Gu, Zheng. 1994. “Hospitality Investment Return, Risk, and Performance Indexes: A Ten-Year 
Examination.” Journal of Hospitality & Tourism Research 17 (3): 17–26. 

Haktanir, M., and P. Harris. 2005. “Performance Measurement Practice in an Independent Hotel Context: A 
Case Study Approach.” International Journal of Contemporary Hospitality Management 17 (1): 
39–50. 

Hales, Jonathan. 2005. Accounting And Financial Analysis In The Hospitality Industry. Elsevier Butterworth-
Heinemann. 

Hansen, Stephen C., David T. Otley, and Wim A. Van der Stede. 2003. “Practice Developments in 
Budgeting: An Overview and Research Perspective.” Journal of Management Accounting 
Research 15 (1): 95–116. 

Harris, Peter James, and Marco Mongiello. 2006. Accounting And Financial Management: Developments in 
the International Hospitality Industry. Amsterdam [etc.]: Elsevier/Butterworth-Heinemann. 

Heiman, Rob. 1988. “Effects of Key Issues On The Financial Performance of Hospitality Firms.” Journal of 
Hospitality & Tourism Research 12 (2): 83–90. 

Hua, Nan, and Seoki Lee. 2014. “Benchmarking Firm Capabilities for Sustained Financial Performance in 
the US Restaurant Industry.” International Journal of Hospitality Management 36: 137–44. 

Hua, Nan, Khaldoon “Khal” Nusair, and Arun Upneja. 2012. “Financial Characteristics and Outperformance: 
Evidence of a Contemporary Framework from the US Lodging Industry.” International Journal of 
Contemporary Hospitality Management 24 (4): 574–93. 

Kaplan, R. S., and D. P. Norton. 1992. “The Balanced Scorecard–measures That Drive Performance.” 
Harvard Business Review 70 (1): 71–79. 



Tourism & Hospitality Industry 2016, Congress Proceedings, pp. 334-349 
T. Planinc, M. Kukanja: FINANCIAL PERFORMANCE OF THE SLOVENIAN RESTAURANT SECTOR 

 348 

Kavčič, S., Koželj, S., and Odar, M. 2003. Računovodstvo v Sloveniji. 35. simpozij o sodobnih metodah v 
računovodstvu, financah in reviziji. Ljubljana. Zveza ekonomistov Slovenije in Zveza 
računovodij, finančnikov in revizorjev Slovenije. 161-175. 

Khurrum S. Bhutta, and Faizul Huq. 1999. “Benchmarking – Best Practices: An Integrated Approach.” 
Benchmarking: An International Journal 6 (3): 254–68. doi:10.1108/14635779910289261. 

Kim, Hyunjoon, and Zheng Gu. 2003. “Risk-Adjusted Performance: A Sector Analysis of Restaurant Firms.” 
Journal of Hospitality & Tourism Research 27 (2): 200–216. 

Kim, Woo Gon, and Baker Ayoun. 2005. “Ratio Analysis for the Hospitality Industry: A Cross Sector 
Comparison of Financial Trends in the Lodging, Restaurant, Airline, and Amusement Sectors.” 
The Journal of Hospitality Financial Management 13 (1): 59–78. 

Kmet Zupančič, Rotija, Katarina Ivas, Mojca Koprivnikar Šušteršič, Mateja Kovač, Janez Kušar, Jure 
Povšnar, Ana Vidrih, and Eva Zver. 2007. “Poslovanje Gospodarskih Družb v Letu 2006 – 
Pregled Po Dejavnostih.” Ljubljana: Urad RS za makroekonomske analize in razvoj. 
www.umar.gov.si/fileadmin/user_upload/publikacije/dz/2007/dz. 

Kmet Zupančič, Rotija, Katarina Ivas, Janez Kušar, Mateja Kovač, Tina Nenadič, Jure Povšnar, Mojca 
Vendramin, and Ana Vidrih. 2009. “Poslovanje Gospodarskih Družb v Letu 2008 - Pregled Po 
Dejavnostih.” Ljubljana: Urad RS za makroekonomske analize in razvoj. 

Kmet Zupančič, Rotija, Mojca Koprivnikar Šušteršič, Mateja Kovač, Janez Kušar, Tina Nenadič, Jure 
Povšnar, and Mojca Vendramin. 2010. “Poslovanje Gospodarskih Družb v Letu 2009 - Pregled Po 
Dejavnostih.” Ljubljana: Urad RS za makroekonomske analize in razvoj. 

Kosi, Tanja, and Štefan Bojnec. 2010. “Tax Competitiveness of Croatia and Slovenia as Tourist Destination.” 
Academica Turistica 3 (1/2): str. 38–52. 

Kozak, Metin, and Kevin Nield. 2001. “An Overview of Benchmarking Literature: Its Strengths and 
Weakness.” In Benchmarks in Hospitality and Tourism, 7–23. New York: The Haworth 
Hospitality Press. 

KPMG. 2015. Corporate tax rates table. Accessed December 16. https://home.kpmg.com/xx/en/home/ 
services/tax/tax-tools-and-resources/tax-rates-online/corporate-tax-rates-table.html 

Kukanja, Marko. 2015. Model Dejavnikov Kakovosti v Prehrambenem Gostinstvu  : Doktorska Disertacija. 
Novo mesto: [M. Kukanja]. 

Kukanja, Marko, and Saša Planinc. 2012. “The Impact of Economic Crisis on the Motivation to Work in 
Food Service: The Case of the Municipality of Piran.” Academica Turistica 5 (2): 27–38. 

Kukanja, Marko, and Tanja Planinc. 2013. “Operational Crisis Management Techniques in the Catering 
Industry in Times of Recession: The Case of the Municipality of Piran.” Naše Gospodarstvo 59 
(1/2): str. 75–85. 

Lebe, Sonja Sibila, Polona Blažič, Janez Bogataj, Rok Klančnik, Borut Milfelner, Žarko Mlekuž, Julij 
Nemanič, et al. 2006. Strategija Razvoja Gastronomije Slovenije: [končno Poročilo]. Maribor: 
Center za interdisciplinarne in multidisciplinarne raziskave in študije, Znanstveni inštitut za 
regionalni razvoj pri Univerzi v Mariboru. 

Lev, Baruch, and Shyam Sunder. 1979. “Methodological Issues in the Use of Financial Ratios.” Journal of 
Accounting and Economics 1 (3): 187–210. 

Martin, John D., Arthur J. Keown, PETTY, and J. William Petty. 2010. Foundations of Finance: The Logic 
and Practice of Financial Management. New York: Pearson College Division. 

Mihalič, Tanja, ed. 2009. Oblikovanje Modela Merjenja Uspešnosti Poslovanja Hotelskih Podjetij. Ljubljana: 
Raziskovalni center, Inštitut za turizem Ekonomske fakultete, Univerze v Ljubljani. 

Mun, Sung Gyun, and SooCheong (Shawn) Jang. 2015. “Working Capital, Cash Holding, and Profitability of 
Restaurant Firms.” International Journal of Hospitality Management 48 (July): 1–11. 
doi:10.1016/j.ijhm.2015.04.003. 

National Restaurant Association. 2012. “National Restaurant Association Releases Guide to Restaurant 
Accounting.” National Restaurant Association. May 21. http://www.restaurant.org/Pressroom/ 
Press-Releases/National-Restaurant-Association-Releases-Guide-to. 

Neely, Andy, Mike Gregory, and Ken Platts. 2005. “Performance Measurement System Design: A Literature 
Review and Research Agenda.” International Journal of Operations & Production Management 
25 (12): 1228–63. 

Otley, David. 2002. “Measuring Performance: The Accounting Perspective.” In Business Performance 
Measurement: Theory and Practice, edited by Andy Neely, 3–21. Cambridge: Cambridge 
University Press. 

Phillips, P. A. 1999. “Performance Measurement Systems and Hotels: A New Conceptual Framework.” 
International Journal of Hospitality Management 18 (2): 171–82. 

Pine, Ray, and Paul Phillips. 2005. “Performance Comparisons of Hotels in China.” International Journal of 
Hospitality Management 24 (1): 57–73. 



Tourism & Hospitality Industry 2016, Congress Proceedings, pp. 334-349 
T. Planinc, M. Kukanja: FINANCIAL PERFORMANCE OF THE SLOVENIAN RESTAURANT SECTOR 

 349 

Poorani, A. A., and D. R. Smith. 1995. “Financial Chanracteristics of Bed-and-Breakfast Inns.” Cornell 
Hotel and Restaurant Administration Quarterly 36 (5): 57–63. 

“Pravilnik O Izvajanju Zakona O Davčnem Potrjevanju Računov.” 2016. Accessed February 7. 
https://www.uradni-list.si/1/content?id=122859. 

Raspor, Andrej. 2008. “Pomanjkanje Kadrov v Slovenskem Gostinstvu in Turizmu = Shortage of Hospitality 
in Tourism Workers in Slovenia.” Znanje Za Trajnostni Razvoj / 27. Mednarodna Konferenca O 
Razvoju Organizacijskih Znanosti / = 27th International Conference on Organizational Science 
Development, str. 327–28. 

Reynolds, Dennis, and David Biel. 2007. “Incorporating Satisfaction Measures into a Restaurant Productivity 
Index.” International Journal of Hospitality Management 26 (2): 352–61. doi:10.1016/j.ijhm. 
2006.01.003. 

Sainaghi, Ruggero. 2011. “RevPAR Determinants of Individual Hotels: Evidences from Milan.” 
International Journal of Contemporary Hospitality Management 23 (3): 297–311. 

Schmidgall, Raymond S., and James Damitio W. 2006. Hospitality Industry Financial Accounting. 3 edition. 
Lansing, Mich: American Hotel & Lodging Educational Institute. 

Schmidgall, Raymond S., and Agnes L. DeFranco. 2004. “Ratio Analysis: Financial Benchmarks for the 
Club Industry.” The Journal of Hospitality Financial Management 12 (1): 1–14. 

Sibila Lebe, Sonja, Marija Rok, Borut Milfelner, Helena Cvikl, Simona Žižek Šarotar, Sonja Treven, Igor 
Vrečko, and Matjaž Iršič. 2009. “Sodoben Model Upravljanja S človeškimi Viri Za Področje 
Turizma.” Maribor: Ekonomsko-poslovna fakulteta Univerze v Mariboru. 

Slovene Tourist Board (Slovenska turistična organizacija). 2008. “Slovenski Turizem v številkah.” Ljubljana: 
STO. 

Southern, Geoff. 1999. “A Systems Approach to Performance Measurement in Hospitality.” International 
Journal of Contemporary Hospitality Management 11 (7): 366–76. 

Sors. 2015. “Recalculation.” Accessed December 12. http://www.stat.si/StatWeb/en/mainnavigation/ 
interactive/recalculations 

Šuligoj, Metod. 2007. “(Ne)znanje in (ne)uspešnost Slovenskih Gostincev.” AS. Andragoška Spoznanja 13 
(3): str. 26–36. 

Turk, Adam. 2006. “The Predictive Nature of Financial Ratios.” The Park Place Economist 14: 96–104. 
UMAR. 2016. “Ekonomsko Ogledalo številka 8-9/2007, Turizem.” February 2. http://www.umar.gov.si/ 

fileadmin/user_upload/publikacije/eo/2007/og0907/pdf/TUR0907.pdf. 
Venanzi, Daniela. 2012. “Criticism of the Accounting-Based Measures of Performance.” In Financial 

Performance Measures and Value Creation: The State of the Art, 1–8. Springer. http://link. 
springer.com/chapter/10.1007/978-88-470-2451-9_1. 

Wöber, Karl W. 2001. “A Heuristic Model for Benchmarking SME Hotel and Restaurant Businesses on the 
Internet.” In Benchmarks in Hospitality and Tourism, 49–70. New York: The Haworth Hospitality 
Press. 

———. 2002. Benchmarking in Tourism and Hospitality Industries: The Selection of Benchmarking 
Partners. CABI. 

Wttc. 2015. “WTTC Data Gateway.” http://www.wttc.org/datagateway/. 
Zigan, Krystin, and Dia Zeglat. 2010. “Intangible Resources in Performance Measurement Systems of the 

Hotel Industry.” Facilities 28 (13/14): 597–610. 
 
 
Tanja Planinc, MSc, Senior Lecturer 
University of Primorska 
Faculty of Tourism Studies – Turistica   
Obala 11a, 6320 Portorož, Slovenia 
Phone: 00386-5-617-70-66 
E-mail: tanja.planinc@fts.upr.si 
 
Marko Kukanja, PhD, Assistant Professor 
University of Primorska 
Faculty of Tourism Studies – Turistica  
Obala 11a, 6320 Portorož, Slovenia 
Phone: 00386-5-617-70-72 
E-mail: marko.kukanja@fts.upr.si 


