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Preface
The tourism sector has recently experienced a slower growth in sales activities due to the slowdown in economic
activities, the September 11, 2001 tragedy, the Iraqi War and most recently the outbreak of Severe Acute Respiratory
Syndrome (SARS). Whether this slower growth pace will continue over the next years is still a question mark. However,
one thing is certain; to stay competitive and increase profitability, tourism operators will have to be more vigilant in
managing their business establishments.

We are pleased to make available The ABCs of Financial Performance Measures and Benchmarks for Canada's Tourism
Sector Guides. There are six guides in the series:

• Guide 1 – Financial Planning: Key to Maximizing Your Bottom Line

• Guide 2 – Profiling Your Financial Statements

• Guide 3 – Financial Performance Measures and Benchmarks for Canada's Tourism Operators

• Guide 4 – Decision-making Tools for Canada's Tourism Operators

• Guide 5 – Linking Your Financial Performance Measures to Your Business Plan

• Guide 6 – Industry Financial Averages and Benchmarks for Canada's Tourism Operators.

These six financial planning guides were written for tourism operators who have little or no experience in the area of
finance. These guides can be used as reference documents by tourism operators who wish to better understand the
language of accounting and finance, maximize the utilization of the financial planning spreadsheet, and discuss with
more self-assurance their financial plans with investors. These guides become progressively more sophisticated, ranging
from the principles of finance and culminating with cutting edge performance measures and financial analysis and
decision-making techniques.

In addition, to help tourism operators in improving the analysis of their business establishment and the effectiveness of
their decisions, we will also be introducing a new tool; a customized tourism operators' financial planning spreadsheet
in the near future. This practical and user-friendly tool can help tourism operators analyze quickly the impact of their
decisions on the financial destiny of their business establishments. After taking just a few moments to input their
financial statement data on the spreadsheet, tourism operators will be able to view the financial profile of their
businesses from different angles: liquidity, profitability, productivity, overall financial health, growth rate, financial
stability and shareholder value. The financial planning spreadsheet will not only calculate the more critical financial
performance measures of their business, but will also compare them to industry averages and financial benchmarks.
This way, tourism operators will be able to determine how well they are doing and what needs to be done to improve
their performance in order to remain profitable and competitive. This spreadsheet also offers tourism operators several
decision tools that will help better assess the viability of their investment decisions.

The CTC has made every effort to ensure the accuracy of the information contained in these guides. The CTC does not
accept any legal responsibility for consequences that may arise from errors, omissions or any opinions given. These
guides are not a substitute for specific professional advice on business or other matters.

These six guides and the financial planning spreadsheets will be made available on the CTC's website:
www.canadatourism.com
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Introduction

This final guide lists financial averages and benchmarks
from the year 1998 for 24 tourism industry groups – as
identified in the Standard Industrial Classification for
Companies and Enterprises (SIC-C) – and goes on to
explain how those averages were calculated. The CTC's
Financial Planning Software program, that will be made
available on the Commission's website, will list 1999 and
2000 industry averages for 26 North American Industry
Classification System (NAICS) industry groups.

Financial Statements 

Appendices 6.1 and 6.2 contain two financial statements
for the motels industry (SIC-C 8021) with revenue under
$10 million for the year 1998. Appendix 6.1 shows 27
balance sheet accounts, numbered 1 to 27. It includes the
more important asset accounts, liability accounts and
equity accounts. Appendix 6.2 lists 22 income statement
accounts, numbered 28 to 49. As shown, the more
important revenue and expense accounts are also listed –
such as operating revenue, operating expenses, interest on
borrowings, and profit.

Financial Performance Measures
Calculations

Appendix 6.3 shows how the 26 of the 29 performance
measures explained in Guide 3, Financial Performance
Measures and Benchmarks for Canada’s Tourism Operators,
were calculated for the motels industry using the balance
sheet and income statement accounts described above.

The first column in Appendix 6.3 lists the performance
measures (e.g., working capital, current performance
measure, etc). The second column contains reference
numbers: these are line numbers from the financial
statements in Appendices 6.1 and 6.2; they show where
the various figures were obtained. The third column
shows the 26 formulae used to calculate the performance
measures (these were explained in some detail in Guide
3). The fourth column shows the calculations.

The last column gives the results: the performance
measures for the motels industry.

Financial Performance Measures and
Financial Benchmarks by Industry Group 

Appendix 6.4 gives the performance measures and
financial benchmarks for 24 SIC-C tourism industry
groups. As you'll see, four performance measures were not

calculated. The first three were:

• inventory turnover (using cost of goods sold);

• day's sales to inventory (using cost of goods sold);
and

• gross margin to sales.

These were omitted because Statistics Canada does not
provide the data for the cost of goods sold shown on the
income statement. The fourth performance measure not
calculated was cash conversion (using operating activities)
because the previous year's industry financial statements
(1997) were not required for this Guide.

The performance measures shown in Appendix 6.4 relate
to the year 1998 except in the cases of:

a) SIC-C 4911: Urban Transit System Operations

b) SIC-C 4921: Interurban and Rural Transit System
Operations

c) SIC-C 8031: Other Accommodation Services

d)SIC-C 8222: Gambling Operations

e) SIC-C 8229: Other Amusement Services

The performance measures for the above tourism industry
groups were calculated for the year 1997.

The right-hand side of Appendix 6.4 shows financial
benchmarks for the various tourism industry groups. As
explained in Guide 1, financial benchmarks fall into three
categories:

• H = Hard

• S = Soft

• SR = Self-regulated

Essentially, hard financial benchmarks are financial targets
that cut across any business sector or group of businesses.
Soft financial benchmarks are flexible financial targets that
should be used with some degree of interpretation. Self-
regulated financial benchmarks are determined by a
business' own financial performance.

Guide 3, Financial Performance Measures and Benchmarks
for Canada’s Tourism Operators explains how these
financial benchmarks can be used and interpreted for each
financial performance category; that is, liquidity,
debt/coverage, asset-management, profitability, growth
and financial health.
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Appendix 6.1

Motels Industry
(SIC-C 8021) Under $10 Million

Balance Sheet

2

In thousands of $ (1998)

Data from Industrial Organization and Finance Division,
Statistics Canada



Appendix 6.2

Motels Industry (SIC-C 8021)
Under $10 Million
Income Statement

3

In thousands of $ (1998)

Data from Industrial Organization and Finance Division,
Statistics Canada



Appendix 6.3

Motels Industry (SIC-C 8021) Under $10 Million
Calculation of Financial Performance Measures
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Financial Performance Measures
for Tourism Industry Groups
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Appendix 6.4

Financial Performance Measures
for Tourism Industry Groups
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Glossary for This Guide

Accounts receivable turnover: The ratio of credit sales of a
period to the average (daily) amount of accounts
receivable outstanding.

Asset-management performance measure: Evaluates how
efficiently managers use the assets of a business.

Asset turnover (total): Sales revenue divided by total
assets; a broad measure of asset efficiency.

Average collection period: The number of days it takes for
customers to pay their bills.

Benchmarking: Process of identifying potential
improvements by comparing one company to an another.

Benchmarks: Best practices, processes and achievements
to be emulated.

Capital assets turnover: Measures how intensively a firm's
capital assets are used to generate sales.

Cash conversion efficiency: Performance measure that
gauges how quickly a business converts sales revenue to
cash flow within its operations.

Cash performance measure: Relationship of cash and cash
equivalents to liabilities; the most stringent measure of
liquidity.

Common-size statement analysis: Method of converting
all numbers on an balance sheet to a percentage of total
assets, and all numbers on an income statement to a
percentage of sales revenue.

Current performance measure: Gauges general business
liquidity.

Days of working capital: The number of days of working
capital a business holds to meet based on average daily
operational requirements. A measure of how long a
business can meet its average daily operational
requirements with its existing working capital.

Debt/coverage performance measure: Measures capital
structure of a business and its debt-paying ability.

Financial performance measure: Comparison between
numbers recorded on financial statements.

Fixed-charges-coverage performance measure: Measures
to what extent a business can service all its fixed charges
(e.g., interest, lease).

Gross margin on sales: Shows the relationship between a
firm's sales structure and its purchase and production
costs.

Horizontal analysis: A method of tracking how individual
accounts change between consecutive financial statements;
measured as a percentage.

Inventory turnover: Measures the number of times per
year inventory is replenished.

Liquidity performance measure: Measures of a firm's
ability to meet short-term financial obligations.

Net working capital: Difference between current assets
and current liabilities.

Profitability performance measure: Measure of overall
effectiveness.

Profit margin on sales: Relationship between operating
income and sales revenue; measures the efficiency of a
business.

Quick performance measure: Relationship between the
more liquid current assets and all current liabilities.

Receivables turnover: Annual sales of a business divided
by accounts receivable.

Return on assets: Income after taxes divided by total
assets.

Return on equity: Income after taxes divided by owners'
equity; a measure of how profitable a business is to its
shareholders.

Return on invested capital: Measures the return on funds
invested in the business by long-term lenders and owners.

Return on sales: Amount of profit generated from each
sales dollar.

Return on total assets: Gauges performance of assets.

Times-interest-earned: Measures to what extent a business
can service its debt interest.

Total assets turnover: Measures how intensively a firm's
total assets are used to generate sales.

Vertical analysis: The process of reducing all items in a
balance sheet and income statement to a percentage of
total assets or sales, respectively; common-size ratio.

Working capital: Total current assets and total current
liabilities.

Working capital turnover: The ratio of sales to net
working capital.
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