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ABSTRACT 

The research intends to analyze the effect on the financial performance of the 

tourism destination firms on the stock exchanges in China from 2012Q1 to 2018Q4 of 

liquidity, asset utilization, leverage, economic prosperity, effective tax and firm size. 

According to multiple regression analysis, when ROA determines the financial 

performance, current ratio (CR), total asset turnover ratio (TATR), debt ratio (DE), 

GDP growth rate and natural logarithm of firm’s total asset (LNTA) have significant 

effect financial performance. When ROS determines the financial performance, total 

asset turnover ratio (TATR), have significant effect financial performance. When ROE 

determines the financial performance, total asset turnover ratio (TATR), debt ratio 

(DE), and natural logarithm of firm’s total asset (LNTA) have significant effect 

financial performance. When SG determine the financial performance, total asset 

turnover ratio (TATR), debt ratio (DE), natural logarithm of firm’s total asset (LNTA) 

have significant effect financial performance. The research found that liquidity, asset 

utilization, and economic prosperity are positive effect financial performance. On the 

other hand leverage has negative impact on financial performance. Firm size have 

mixed result in this research. 
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CHAPTER 1 

INTRODUCTION 

This chapter aims at studying the significance of the factors that influence the 

tourism destination listed companies on the Chinese stock exchanges. Themes in this 

chapter are as follows: 

1.1 Background 

1.2 Problem Statement 

1.3 Significant of Study 

1.4 Research Objectives 

1.5 Research Questions 

1.6 Expected Benefits 

1.7 Operational Definitions 
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1.1 Background 

China stocks are shares measured in Chinese Yuan (CNY) and traded in the 

Shanghai and Shenzhen Stock exchange, as well as National Equities Exchange and 

Quotations. Such stocks are also referred to as national stocks. 

Wei (2012) said the listed companies have played a significant role in the growth 

of the Chinese economy ever since the bond was established in Shanghai on 26 

November 1990. Also, the listed companies are becoming more and more year by 

year. Investor description and assessment of asset management and use quality, loan 

capabilities, profitability quality, debt capability, capital expansion capability and 

business development potential reflect the overwhelming return on investments and 

sales. The stakeholders, including shareholders, creditors, company staff and 

government administrators, pay more attention to the financial performance of the 

listed company. Now with the expansion of the capital market, more and more 

companies have flocked to the capital market. While most listed companies are elites 

of their own business lines, the rules of market economy, namely the advantages and 

disadvantages of competition mechanism, result in different financial results, and 

even some big differences. A company’s financial performance reflects whether it is 

on the right track of development. Hence, grasping the factors affecting financial 

performance has a profound theoretical and practical significance to understand the 

development trend of listed companies, seeking strategies to improve and enhance the 

financial performance. 

Guo (2015) said Tourist destinations are an important part of tourism and the 

core of attracting tourists. As China’s tourism industry is developing rapidly, tourist 

destinations have received more and more attention and favor. Many tourist 

destinations have indeed played a pivotal role in driving the regional economic 

growth and the development of cultural undertakings, and their economic, social, 

environmental and cultural functions will become increasingly prominent. Tourist 

destination have turned into an important productivity factor in China’s tourism and 

an important source of tourism foreign exchange. They have become the main places 
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for tourists to visit and revisit, and the embodiment of important tourist destinations 

and destination tourism images. The key component in the growth of the tourist 

industry is tourist destinations. They have played a leading role in promoting the 

vigorous development of China’s tourism industry and has also received enthusiastic 

attention from various academic communities. In recent years, the planning, 

construction, management and marketing of tourist destinations have become a hot 

spot and focus in the field of tourism research. The development and operation of 

tourist destinations have become one of the most innovative and controversial areas. 

However, due to the diversification and complexity of the type of tourist resort system, 

the nature of the function, the management system, the ownership relationship, and 

the incompleteness of the tourism industry’s network means for scenic area 

management, and so on, the tourism development information is not comprehensive. 

The study of China’s tourist destinations has seriously lagged behind the practical 

needs of the development and construction of destination. In the process of creating a 

rich society in a comprehensive way, accelerating socialist modernization, and 

building a world-class tourism power, China’s tourism reform and development are 

facing new opportunities, and tourism destination are also facing many new topics in 

theory and practice. The financial analysis of listed companies in tourist destinations 

is relatively easy to be ignored. Therefore, in many traditional tourism teaching 

materials, the financial analysis of listed companies in tourist destinations is not deep 

enough. This situation has led to the long-term financial analysis of listed companies 

in tourism destination. 

At present, there are 15 listed companies in the tourist destinations listed in 

Shenzhen and Shanghai, and the scale is still expanding. Bi (2016) said with China’s 

accession to the WTO, China’s listed companies in the tourist destinations will face 

more intense competition. The analysis of the financial status of listed companies in 

the tourist destinations is getting more and more attention from all parties concerned. 

If we can correctly analyze the pros and cons of the financial status of listed 

companies in the tourist destinations, we can then safeguard the interests of 
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stakeholders, prevent financial crisis for operators, and monitor the financial quality 

and securities market risks of listed companies in tourism destination. It has important 

practical significance. 

In this context, this paper takes the listed companies in the tourist destinations as 

the research object, selects the financial analysis index system suitable for the listed 

companies in the tourist destinations, conducts a detailed analysis and comparative 

study on their financial status, and draws the pros and cons of their financial status. It 

also puts forward some reasonable suggestions for reference. 

1.2 Problem Statement 

In recent years, with the general improvement of living standards, people pay 

more attention to the spiritual and cultural enjoyment, tourism demand grows, and 

tourist consumption shows a popular and diverse trend. China Tourism Academy 

pointed out that the operation of China’s tourism economy exceeded expectations in 

the first half of 2015, and residents’ willingness to travel was as high as 81.85%. The 

statistics released by China's National Tourism Administration show that the total 

domestic tourism consumption in China in the first half of 2015 was 1.65 trillion yuan, 

a year-on-year increase of 14.5%; the number of domestic tourists reached 2.24 

billion, an increase of 9.9% (http://zwgk.mct.gov.cn 2015). As stated by the China's 

Ministry of Culture and Tourism, the data released by China's tourism industry in 

2018 achieved 5.97 trillion yuan (US $ 8,820 million) in revenue, an increase of 10.5% 

over 2017. Chinese Ministry of Culture believes that in 2018 China's tourism industry 

accounted for 11% of total Chinese GDP (http://zwgk.mct.gov.cn 2018). The higher 

residents’ willingness to travel makes the tourism firm have a wide range of potential 

customers, which creates conditions for the better development of the tourism 

industry, and also puts higher requirements on the products and services of the 

tourism firms. 

At present, Bi (2016) said China is in a very important period of economic 

development. The state has introduced a range of government policies and actions to 
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promote industrial restructuring and change the development model and development 

concept of the primary industry. How to ensure the stable growth of the economy 

while going to capacity and destocking has become one of the urgent problems to be 

solved in the process of development transformation. In fact, the tertiary industry 

represented by tourism plays a very essential part in the process of industrial 

restructuring in China. As a comprehensive industry, tourism plays a leading part in 

the development of other industries. Through the combination of the primary industry 

and the secondary industry, the structure is adjusted, and it also provides a new growth 

point for China’s economic development. In today’s economic globalization, the 

development of tourism has provided opportunities for cultural exchanges and 

economic cooperation among different countries and has also created conditions for 

China’s transformation into a service power. The “One Belt, One Road” strategy and 

the implementation of “bring in” strategy and “go global” strategy have made the 

country and society noticed the development of tourism firm. The simplification of 

visa procedures in various countries along the Belt and Road Initiative has promoted 

the development of the inbound and outbound tourism business. The development of 

international economic and trade relations based on tourism has become the 

consensus of social development. 

Though today’s market pressures in economy exert significant influence on the 

profitability of most businesses and industries, a large number of institutions act as 

financial mediators and have a substantial effect on the management of an economy. 

Also, most enterprises’ multinational operations help to optimize the world economy 

and to enhance the efficiency. Additionally, businesses cannot be survived for a long 

period if they don’t have good financial performance. Therefore, a good financial 

performance is the most significant factor to be considered in managing a company. 

However, companies are subject to limitations that influence their financial 

performance. That is to say, financial performance varies due to different situations 

such as: seasonal and climate conditions, government policies, economic instabilities, 

inflation, taxes, privatization, etc. The above situations show the significance of the 



 

 

 
7 

 

study on financial performance. Actually, studying these factors has become an 

essential part not only for the financial performance and company’s survival, but also 

for the whole country’s economic development. 

Ma (2015) adopts Economy, Efficiency, and Effectiveness, that is, the "3E" 

theory to evaluate the performance of tourism-listed companies, and believes that the 

overall financial performance of tourism destination listed firms is not strong, and the 

ability to create value is not prominent. The capital structure is generally weak, and 

the growth ability is uneven. It shows a more serious polarization. 

Miao and Kang (2016) research indicates that Chinese listed tourist companies’ 

financial performance is not satisfactory. The listed companies have not achieved 

balanced development in terms of profitability, leverage, liquidity, and development 

capability, and all have their own weaknesses. 

In summary, China’s tourism industry plays an indispensable role in improving 

people's cultural life, promoting the adjustment of the national industrial structure and 

the implementation of foreign economic strategies. But at the same time, we also see 

that the tourism industry still faces many problems during its growth. Therefore, 

under such a background, it is significance to explore the financial performance of 

tourism destination firms listed on stock exchanges in China 

1.3 Significance of the Study 

The Significance of the study are shown as follows: 

1.3.1 Conducive to tourism destination firms to control costs to obtain good 

economic benefits 

Strengthening cost control is one of the essential means to ensure that enterprises 

obtain higher operating efficiency, and it is a problem that needs to be considered in 

any business operation process. Low-cost and high-return are a necessary 

requirement to achieve long-term development. A research on the financial results of 

listed companies in the tourist industry can find out the problems of the company in 

terms of cost management, formulate relevant cost management measures, optimize 
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the allocation of relevant resources, thereby obtaining better returns and achieving the 

goal of limited investment with high profit. 

1.3.2 Conducive to tourism destination firms to enhance market share and 

market competitiveness 

The influx of foreign tourism brands such as Disney and the rise of domestic 

emerging tourism methods have brought certain impacts to tourism companies. In 

order for China's tourism listed companies to maintain their leading position in the 

industry, they must attach importance to the construction of tourism products and 

services to enhance their competitiveness. Through the research on financial 

performance issues, enterprises can have a clearer understanding of their own market 

conditions, commit to the upgrading and transformation of traditional tourism 

products, apply advanced science and technology to the development and marketing 

of tourism projects, improve the tourism products quality, enhance the attractiveness 

to customers, enjoy a higher market share, and always maintain a competitive edge in 

the industry. 

1.3.3 Basis for tourism destination companies to provide important 

decision-making reference 

Strengthening the research on financial performance issues is conducive to the 

management's sensitivity to financial performance, keeping abreast of market changes, 

providing a reliable basis for the selection and implementation of corporate strategies, 

enabling investors to fully understand tourism listed companies, the current 

management status, capital structure and financial status, etc., effectively avoiding 

investment risks, facilitating the relevant state departments to grasp the development 

status of the tourism industry as a whole, and providing a basis for the formulation of 

policies and regulations. 
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1.4 Research Objectives 

The study objectives are demonstrated as follows: 

1. To test the influence of liquidity on financial performance of tourist 

destination firms listed on Stock Exchanges in China. 

2. To test the influence of asset utilization on financial performance of tourist 

destination firms listed on Stock Exchanges in China. 

3. To test the influence of leverage on financial performance of tourist 

destination firms listed on Stock Exchanges in China. 

4. To test the influence of economic prosperity on financial performance of 

tourist destination firms listed on Stock Exchanges in China. 

5. To test the influence of effective tax rate on financial performance of tourist 

destination firms listed on Stock Exchanges in China. 

6. To test the influence of firm size on financial performance of tourist 

destination firms listed on Stock Exchanges in China. 

1.5 Research Questions 

This study will attempt to answer the following research questions: 

1. How does liquidity influence on financial performance of tourist destination 

firms listed on Stock Exchanges in China? 

2. How does asset utilization influence on financial performance of tourist 

destination firms listed on Stock Exchanges in China? 

3. How does leverage influence on financial performance of tourist destination 

firms listed on Stock Exchanges in China? 

4. How does economic prosperity influence on financial performance of tourist 

destination firms listed on Stock Exchanges in China? 

5. How does effective tax rate influence on financial performance of tourist 

destination firms listed on Stock Exchanges in China? 

6 How does firm size influence on financial performance of tourist destination 
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firms listed on Stock Exchanges in China? 

1.6 Expected Benefits 

These expected benefits of this study are shown as follows. 

1. This research test variables affecting financial performance, increasing ability 

to improve the financial performance of tourist destination firms listed on Stock 

Exchanges in China. 

2. This study can also be used as resource information for future studies on 

factors affecting firm’s financial performance. 

3. This research provides a reference for tourism stock investors to make 

decisions. 

1.7 Operational Definitions 

Financial performance is a measure of how well a business performs through its 

assets, by return on assets (ROA), return on sales (ROS)， return on equity (ROE), 

and sales growth(SG). Return on asset (ROA) refers to the ability of how profitable 

a firm is by actual uses of assets. Return on sales (ROS) is the net profit margin. It 

deals with the efficiency of a firm’s management. A firm’s ability to increases sales’ 

percentage between two quarters is shown by sales growth (SG). Return on equity 

(ROE) refers to the ability of how profitable a firm is by actual uses of equity. 

Current ratio – a ratio of present assets to current liabilities is calculated on 

liquidity. This is a measure of the possibility of instantly repaying current liabilities by 

an undertaking's current assets.  

Asset utilization is measured by total asset turnover ratio, and the total asset 

turnover rate is the ratio of business sales income to average assets in a certain 

period of time. The total asset turnover rate is a significant indicator for an overall 

evaluation of the management quality and utilization efficiency of all assets in a 

company. The higher the turnover rate is, the faster the total asset turnover goes up, 

showing the greater sales capacity. Companies can promote the turnover of assets by 
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using the method of “small profits but quick turnover”, resulting in an increase in 

absolute amount of profits. 

Leverage is calculated by debt-to-equity, which refers to the ratio between the 

total liabilities of the enterprise and the shareholders' equity. Debt-to-equity shows 

the strength degree of an enterprise’s financial structure, as well as how a creditor's 

capital is protected by the shareholders' rights. The high debt-to-equity ratio suggests 

that a company's total capital has high debt capital, so the protection of debt capital 

is weak. The low debt-to-equity ratio shows that a company's financial strength is 

high, and thus the protection of debt capital is relatively strong. 

Economic prosperity is calculated by gross domestic product growth rate (GDP 

growth rate). GDP growth rate is the market value growth rate of all the final results 

from an economic activity within a region over a certain period of time. GDP growth 

rate is the critical indicator of national economic situations, and it is also very 

essential to evaluate the economic condition and developmental level of a country or 

region. 

The effective tax rate relates to an average tax rate on earned revenue for a 

person or the average tax rate on pre-tax earnings for a company.  

To estimate the size of the company is the quantity of the complete resources. 

This variable always appears as the analytical logarithm. This variable has a 

complicated effect on profitability. On the other hand, bigger businesses have greater 

capacity than smaller ones to increase their item. This implies that these companies 

can maintain the danger as small as feasible, leading to greater profitability. 
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CHAPTER 2 

LITERATURE REVIEW 

This chapter includes the literature review as follows 

2.1 Theory and Related Research 

2.1.1 Financial Performance Evaluate 

2.1.2 Firm Financial Performance 

2.1.3 Factors Affecting Firm Performance 

2.2 Conceptual Framework 

2.3 Hypothesis 
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2.1 Theory and Related Research 

2.1.1 Financial Performance Evaluate 

Financial performance assessments are based on financial indicators reflected 

in the company's financial statements. This evaluates and analyzes the financial 

situation and the company's results in order to reflect the company's strengths and 

weaknesses, financial status and development trends, enhance the company's 

financial results and provide critical financial information to maximize decisions. 

When analyzing economic indices alone, financial positions and operating results 

are hard to completely assess Zhang (2007), and the ultimate objective of the 

financial performance assessment is to completely comprehend the position and 

financial contribution of company leadership to culture, and to make a systematic 

and reasonable evaluation of the economic benefits of the enterprise.  

Evaluation is the management of the object company by employing the related 

scientific approach to compare results gained with the goal recorded initially and so 

to obtain the best result (Kim and Takahiro, 1991). One means of analyzing, 

comparing, and evaluating the organization of other data, such as financial 

statements, is financial performance assessment. In order to better understand the 

financial situation, profitability, business conditions, analysts need to collect, 

calculate, compare and analyze financial data (Suwignjo, Bititci and Carrie, 2000). 

Many papers use financial ratios to assess a company's financial performance. 

Ali Karimi and Masoud Barati (2016) selected 72 Tehran companies’ financial 

information from four industries: they were automotive, pharmaceutical, and 

petrochemical and cement industries respectively. The four industries were selected 

by the adverse Data Envelopment Analysis (DEA) for evaluating the economic 

efficiency of businesses in Teheran inventory. 

The impact of economic ratios on the financial performance of the chemical 

company: LyondellBasell industries (LYB) were examined by Halimahton Borhan, 

Rozita Naina Mohamed, and Nurnafisah Azmi(2014). The current ratio (CR) and the 
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quick ratio (QR) debt ratio (DR) and debt equity ratio (DTER) represented the 

leverage ratios, and operating profit margin (OPM) and net profit margin (NPM) 

represented the profitability ratios. 

To verify its financial performance through financial efficiency indicator and 

economic effectiveness ratios (FE), Peter (2018), a non-profit institution— the US 

Table Tennis Association, has selected financial efficiency indicators Total assets 

and total revenue were recorded in FE while the program services ratios and support 

services ratios were measured in FE. 

In the developing nation, Leonie (2006) contrasted companies with the 

emerging nation. For this purpose, a comparison was made between the South 

African (SA) companies from the chemical, food and electronic industry on the side 

of the cash flow ratios. 

Katchova and Enlow (2013) compared publicly ‐ traded Agricultural 

businesses with all firms over the period from 1961 to 2011 on how they performed 

financially. They have evaluated several indices, including financial ratios and 

declaration material for a balance sheet/revenue, for the purpose of comparing 

agribusinesses to all companies on the small, medium and high efficiency sector. 

Katchova and Dinterman (2019) used the US Department of Agricultural 

Resource Management Survey (ARMS) information and probity designs to evaluate 

the private and farms features affecting the financial situations to assess the financial 

efficiency and anxiety of starting employees in the U.S. with an emphasis on the 

environmental downturn that occurred in 2013. Liquidity, solvency, profitability, 

effectiveness and reimbursement capacitance were the economic proportions. 

In detecting false economic reporting (FFR) for 2007 to 2013, Emie & Hafiza 

(2016) reviewed companies that violated the financial ratio for Bursa Malaysia 

Securities Listing Requirements (i.e., economic flexibility, profitability and structure 

of capital liquidity and capital turnover ratio). 

In two sample periods (1998-2007 and 2008-2010) prior and during the global 

financial crisis, Ali Salman Saleh, Enver Halili, Rami Zeun and Ruhul Salim (2016) 
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studied the financial performance of the companies listed on the Australian 

Securities Exchange (ASX), respectively. Empirical findings showed that family 

businesses with property concentrations conducted better than non-family businesses 

with distributed property systems, which used corporate measurements of financial 

performance (ROA and ROE). 

In order to study the factors affecting financial performance of selected 

profitability, operational status, solvency and ability to growth, Ma and Guo (2018) 

used factor analysis in four representative areas, including the auto industry. 

Nufazil Altaf (2019) has considered the connection between operating assets 

and business results of 437 Indian non-financial firms. In the research, 437 

non-financial Indian firms from Capitalize information base from a decade-long era 

(2007–2016) were identified as indirect financial figures. This study used two-step 

widespread current methods to produce outcomes. 

The popular Z-Score was noted by Altman (1968). He has chosen 33 ordinary 

businesses from comparable sectors of comparable dimensions and dimensions as 

the controlling group, declaring bankruptcy in 1946-1965. In a step-by-step 

multi-analysis approach, Altman chose 22 types of financial ratios and five chosen 

economic ratios: work capital / total assets, retained revenue / total assets, EBIT / 

total assets, market value / total liability rights and interests, sales growth and total 

asset assets. 

Chen (2008) addressed the issue of predicting ST companies in China's 

inventory exchange through economic ratios obtained from the Annual survey of the 

listed companies. As explanatory factors he selected 6 financial ratios: current ratio, 

asset liability ratio, total asset turnover and return on total assets, return on equity 

and return on sales. Due to the fact that the cash flow data could not be obtained 

fully (Chinese companies started the cash flow declaration in 1998), Chen Yu 

selected financial ratios that did not participate in the cash flow schemes. 

Wu and Lu (2001) researched how models should be developed to examine 

financial efficiency in the listed firms of China. Initially, they decided 21 economic 
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ratios to choose six key financial ratios: Earnings Growth Index, Return on Assets, 

Current Ratio, Long-term Liabilities / Equity Rate, Working Capital / Total Accounts 

Ratio and Asset Turnover. 

Zhang et al.(2006) chose 15 financial measures to examine the financial 

performance factors: net assets per share, dividend-per-share ratios, ROA, deducted 

income, present ratio, fast ratio, debt ratio, debt ratio, long term indebtedness, loan 

assessment ratios, payment ratios, stock sales, ROS, profit margin, return on asset 

and ROE.. 

2.1.2 Firm Financial Performance 

Since the 20th century, Western scholars have begun to study the company’s 

financial performance, and achieved remarkable results. 

2.1.2.1 Return on Asset (ROA) 

The empirical analysis by Schmalensee (1985) showed the reasons for different 

companies ' performance in the same industry. Return in asset (ROA) were 

measured as a proportion of corporate performance to research factors that influence 

corporate performance (profitability of the company). 

Stigney (1990) said that the returns on assets (ROA), divided by net material 

assets in financial performance analysis, were determined by earnings before interest, 

tax and non-extraordinary items. 

Ray and Keith (1995) concluded that for financial performance to be studied, 

the rate of return on assets (ROA) was considered to be the best decomposition of 

financial relations. 

Waddock and Graves mentioned (1997) that the ROA, ROE and ROS ratios for 

19 significant economic results and the company selected firm sizes, risk and the 

sector as control factors to research economic efficiency determinants. Return on 

assets was a commonly used economic efficiency metric Barry et al. (1995) that 

could be influenced by plenty of elements of agricultural businesses. 

Ruf et al. (2001) selected return on equity (ROE), return on sales (ROS), and 
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sales development as main variables in the measurement of strong economic human 

welfare in studies of determinants of economic efficiency by analysis structure 

method. The panel information for the 422 companies from 1996 to 2000 were used 

for regressions. In order to examine the connection between corporate personal 

accountability and economic results, the economic achievement has been calculated 

by ROA, ROE and ROS. 

Hitt et al. (2006) found that the return on assets represented the efficiency 

percentage of the business and that the proportion of operating revenue with 

complete resources could be exploited. Data gathered by Claudio (2012) between 

2000 and 2009 from 48 Italian plant leadership firms were used as a dependent 

variable to evaluate financial performance in businesses by evaluating return on 

assets (ROA). 

Gerwin, Hans and Arjen (2007) reported that Thomson Financials DataStream 

had been providing strong economic results data. In order to study S&P 500's 

economic efficiency between 1997 and 2002, they used returns on assets (ROA) and 

earnings per share (EPS). 

The internal variables affecting company efficiency were evaluated by Guan, 

Qiu and Zhang (2009) using asset rates as a factor in determining company 

efficiency and they pointed out the fact that return on assets (ROA) can better 

represent the economic position and company profitability. 

The determining economic efficiency factor for 81 businesses in the US was 

researched by Peters and Mullen (2009). They looked at 500 firms' wealth by 

measuring their economic efficiency with a return on assets 
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2.1.2.2 Return on Sales (ROS) 

In terms of measuring the efficiency with regard to the return on the total uses 

for assets, Maryanee and Don (2006) identified a return on assets (ROA) as a 

measure. The Return on Sales (ROS) defined by James and John (2005) is net sales 

minus cost of goods solely divided by net sales. After deducting the cost of 

producing the products, ROS pointed out that the profit of the firm related to sales. 

ROS was a measure of the efficiency and the value of the operation of the company. 

Ruf et al. (2001) selected return on equity (ROE), return on sales (ROS), and 

sales development as main variables in the measurement of strong economic human 

welfare in studies of determinants of economic efficiency by analysis structure 

method. The panel information for the 422 companies from 1996 to 2000 were used 

for regressions. In order to examine the connection between corporate personal 

accountability and economic results, the economic achievement has been calculated 

by ROA, ROE and ROS. 

2.1.2.3 Return on Equity (ROE) 

Harry (1911) in the United States first proposed a standard cost system and 

formed a cost-based performance evaluation theory. In order to analyze and compare 

the business performance of the company, based on the ROE, Donaldson Brown 

(1919) of DuPont in the United States used a relationship between several major 

financial ratios to comprehensively analyze the financial position of the company. 

This is known as the DuPont analysis system. Alexander Wall (1928) proposed the 

Woer weighting method, which launched a new idea for performance evaluation. 

American scholars Stewart and Stem proposed the concept of EVA in the 1990s. 

Robert S. Kaplan and David P. Norton (1992) invented the balanced scoring method 

to examine companies from the perspectives of customer satisfaction, innovative 

learning, business advantage, and financial efficiency. 

Waddock and Graves mentions (1997) that the ROA, ROE and ROS ratios for 

19 significant economic results and the company selected firm sizes, risk and the 

sector as control factors to research economic efficiency determinants. Return on 
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assets was a commonly used economic efficiency metric (Barry et al., 1995) that 

could be influenced by plenty of elements of agricultural businesses. 

Ruf et al. (2001) selected return on equity (ROE), return on sales (ROS), and 

sales development as main variables in the measurement of strong economic human 

welfare in studies of determinants of economic efficiency by analysis structure 

method. The panel information for the 422 companies from 1996 to 2000 were used 

for regressions. In order to examine the connection between corporate personal 

accountability and economic results, the economic achievement has been calculated 

by ROA, ROE and ROS. 

Zeng et al. (2009) have implemented a regression approach to verify the 

interactions of Chinese production companies between ten company variables and 

the company's financial performance (return of equity). 

2.1.2.4 Sales Growth (SG) 

The popular Z-Score was noted by Altman (1968). He has chosen 33 ordinary 

businesses from comparable sectors of comparable dimensions and dimensions as 

the controlling group, declaring bankruptcy in 1946-1965. In a step-by-step 

multi-analysis approach, Altman chose 22 types of financial ratios and five chosen 

economic ratios: work capital / total assets, retained revenue / total assets, EBIT / 

total assets, market value / total liability rights and interests, sales growth (SG) / 

total asset. 

In the research of Corporate Social Responsibility and Corporate Financial 

Performance McGuire, Schneeweis and Hill (1988), the accounts selected include 

returns on the assets, total assets, sales growth, asset growth and operating profit 

growth, etc. 

Liu (2010) chose the 23 financial ratios of China's top 10 steel industry firms in 

stocks in Shanghai and Shenzhen for the financial performance evaluation scheme 

and used retrograde analysis and factor analysis to evaluate 2008 data. The results 

show that the 9 financial performance ratios are more relevant, mainly: asset-liability, 

actual ratio, total asset turnover, current ratio, rapid ratio, total profit margins, major 
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profit margin, growth of sales and net profit growth. In the end the financial ratios 

are more pertaining to financial performance. 

2.1.3 Factors Affecting Firm Performance 

2.1.3.1 Liquidity 

Liquidity ratios are a significant kind of financial standard that measures the 

capacity of the debtor to reimburse present liabilities without raising foreign assets. 

Liquidity ratios calculate the ability of an undertaking to reimburse equity bonds and 

their margin of security through measurement calculations that include current ratio, 

quick ratio and cash flow rate of operation.  

Liquidity ratios have been used, according to James & John (2005), to evaluate 

the company's ability to cover short-term debt there could be much insight into the 

company's current cash solvency and its ability to stay solvent in adversity. Recent 

ratio and rapid ratio could measure liquidity levels. The current ratio was the 

measurement of liquidity in a company, Steve et al. (2006) noted. The current ratio is 

equivalent to current assets split into current liabilities. As the current ratio is higher, 

the greater is the company's ability to offset its receivables. High current ratios would 

seem great; a very elevated percentage could indicate that a company has too much 

money, accounts due, or stock. High amounts of receivables may be difficult for 

clients to receive money, and other countries could make better use of money kept in 

interest-bearing accounts.  

Maryanne and Don (2006) indicated that a quick ratio measuring liquidity is only 

comparable to current liabilities with most liquid resources. The quick ratio 

corresponds to fast resources split into current liabilities. The quick ratio is a stricter 

exam of the capacity of a company to repay its current debts with present investments 

which are extremely liquid. Inventories and prepaid assets are removed from the 

actual amount of assets used for measuring the current ratio. 

The current asset ratio to current liabilities was submitted by Adams and Buckle 
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(2003). Their research found that liquidity measured the capacity for corporate 

executives, without promoting the profitability of underwriting, business operations, 

liquidation of economic resources and the realization of their direct obligations to 

politicians and other credible. Liquidity at stage 0.01 in a monitoring experiment was 

statistically important. Liquidity has been discovered to be productive of financial 

performance. 

2.1.3.2 Asset Utilization 

Jose et al. (2010) stated that total asset turnover was the proportion of a 

company's efficiency to income or revenue through the use of its assets. This ratio 

also indicates an approach for pricing. Low profit-margin companies often have 

elevated asset turnover, and small investment sales is often seen by those with low 

profit margins. 

In addition to the total assets turnover ratio (TATR), set assets turnover (FAR) 

and the current asset turnover ratio (CATR), Seema et al. (2011) concluded that use 

of the assets has been included. The reduced sales shown that funds were being 

underused and that ability was unnecessary. The greater the overall sales percentage 

of the company was, the more the resources were utilized. And the findings showed 

that the rise in the asset utilization in the financial performance of a company was 

commendable. 
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2.1.3.3 Leverage 

The amount of leverage indicates a coded company's ability to control its 

financial risk of unforeseen losses (Adams and Buckle 2003). Sun (2011) showed 

that the capital framework refers to every capital's composition proportion in the 

headquarters resource. An important factor impacting financial performance was the 

firm's capital structure (Ram et al., 1996). Recent developments in financial 

researches demonstrated that a firm's capital structure was related to its financial 

performance (Ram et al., 2003). 

A study on the performance of capital dominance companies in Jordan was 

made by Tian and Zeitun (2007). The findings of their study showed that both the 

book value index and the market value index measures, the asset-liability ratio and a 

firm's performance were negatively related to each other. 

Zhang (2013) concluded that with the rise of the debt ratio of listed firms, the 

asset profit rate and earnings per share both appeared a downward tendency, that is, 

the profitability dropped with the rise of the debt ratio, and the debt ratio and the 

profit of the company were mutually linked. The capability changed in the opposite 

direction. Dai (2013) conducted an experimental analysis of capital structures and 

profits of China's state-owned companies, and found that there was a strongly 

negative link between the asset-liability ratio and the economic benefits of 

companies. 

Olokoyo and Fo (2013) did a research on the data of 100 listed companies in 

Nigeria from 2003 to 2007. Through panel modeling, they found that the company 

performance calculated by return on assets had a clear negative correlation with the 

company's financial leverage ratio, but the bin Q value had an evident positive link. 

Rajan and Zingalas (1995) studied 2,583 non-financial companies in the G7 

countries from 1987 to 1991 and found that the company's profitability was 

positively correlated with leverage. For the smallest companies, the company's 

profitability will increase by one unit for every 0.26% increase in the leverage ratio, 
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and the company's profitability will increase by one unit for the largest enterprise 

with a 1.09% increase in leverage. Between 1989 and 1993, Jordan, Lowe and 

Taylor (1998) sampled 275 UK SMEs. Their analysis suggested that the firm's 

leverage increase could increase firm’s profitability, but it would reduce the cash 

flow. 

2.1.3.4 Economic Prosperity 

The financial performance are not only influenced by inner variables; 

macroeconomic environments are influenced according to the empirical results from 

Deng et al. (2009). They used financial statement data from agricultural listed 

companies to study the impact of external factors such as GDP growth rate, inflation 

and interest rates on company status. GDP growth rate was a basic indicator 

reflecting the overall macroeconomic situation of a country. The fluctuations in GDP 

growth rate reflected the cyclical fluctuations of the economy. When GDP growth 

rates were high, the economy was prosperous and profitable, and companies did not 

perform well. The results shown that GDP growth rate had a positive impact on 

financial performance. 

Brown and Ball (1967) were among the first scholars to study 

macro-factorization and industry factors for corporate accounting profits. They used 

linear regression equations to explore the connection between individual business 

revenues and all companies on the market and the revenues of all companies in the 

sector. It was believed that 35%-40% of the company's annual profit was determined 

by the overall market profit situation and 10%-15% was determined by the 

industry's profit situation. Chant (1980) studied the EPS of 218 companies from 

1968 to 1977 and found that the macroeconomic environment had an impact on the 

company's earnings per share, rather than the random movements of the EPS that 

were generally considered by the academic community at the time.  

Levi (1980) studied the relationship between money supply and corporate 

income. First he divided the sample period into two phases, 1949-1964 and 
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1965-1975, according to the severity of inflation. Then, through modeling analysis, 

he found that the change of money supply would increase the company's income in 

the short term, but the change in corporate earnings was also short-term due to the 

short time lag of nominal wage adjustments, and that the monetary stimulus would 

gradually disappear after one year.  

Carling et al. (2003) observed the quarterly data of Swedish companies from 

1990 to 1999, and linked the macro and micro economies with the corporate 

bankruptcy probability as a link. Finally, it was concluded that the macroeconomic 

wave had a significant impact on the company's accounting statements. 

 Jin and Zhang (2005) used US listed companies as samples to select 

investment indicators represented by sales growth rate, profit rate changes, 

calculation of special project income, net profit, and total asset growth. In order to 

study the impact of the economic cycle on them, they finally found that the overall 

impact of the macroeconomics on the above indicators in the economic recession 

was greater than that in the economic boom. For all the above indicators of the 

cyclical industry, it would be affected by the macroeconomic cycle. In the cyclical 

industry, only two indicators of sales growth rate and total asset length would be 

affected. Further research indicated that the correlation was negatively correlated 

with the company's size and income-price ratio, positively correlated with historical 

profit volatility, and was a positive U-shaped function of the company's leverage 

ratio, and an inverse U-shaped function of industry concentration. Subsequently, Jin 

and Chen (2005) examined the impact of the macroeconomic cycle on corporate 

earnings management. They found that the scale of corporate earnings management 

was less than the timing of economic recession during the period of economic 

expansion, that there was a U-type nonlinear relationship with the real GDP growth 

rate, and that those small-scale, earnings-price ratios were higher than U and 

volatility more sensitive. 

Klein and Marquardt (2006) studied the company data of the United States 

from 1951 to 2001, and concluded through a multivariate time series model that 
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there was a significant correlation between corporate performance losses and 

macroeconomics in the context of controlling accounting factors. Bruneau, Bandt, 

and Amri (2012) used a set of financial data to measure the company's bankruptcy 

index, and found that the impact of the macroeconomic cycle through VAR 

modeling significantly increased the company's ruin probability. 

2.1.3.5 Effective Tax 

In Romania, the particular type of interest deductibility is taken into account, 

Tatu Lucian (2006) conducted a study and examined the suitability of the 

Modigliani-Miller model in financial status in Romania's cases. The results showed 

that the value of excess debts of a company relative with non-recurring debt was 

influenced by the tax level and the share of the full interest deductible cost. If all 

costs of interest were deductible taxes, they would not affect the capital structure of 

the company. 

An analysis of all the corresponding corporate economic tax profit systems 

revealed that there were interdependent relations between an efficient tax level and a 

monetary framework (evaluated by leverage variable) and most of them, including 

Stickney and McGee (1982), Graham (1996), Gupta and Newberry (1997), Derashid 

and Zhang (2003), Richardson and Lanis (2007), Md Nor et al (2010) Further 

surveys found a good connection between the rate of European and international 

investment taxes (Huizinga and Nicodeme, 2006). 

In reaction to the increase in profit rates, scientists examined adjustments in 

China following adjustment of their equity system of listed firms, and latest surveys 

(Wu and Yue, 2009). Tax impact on the financial structure of the business were 

shocking. The results were: raising the leverage level would improve in relation to 

access to bank credit, so the availability of cash sources could play a crucial role in 

the capital framework. 

Derashid and Zhang, (2003) found a negative relationship between effective tax 

and financial performance. NLA Laura (2012) studied 25 companies listed on the 



 

 

 
26 

 

Bucharest Stock Exchange between 2006-2011, finding that effective tax rate had 

negative effect on financial performance. 

2.1.3.6 Firm Size 

The effect that firm size had on results in Istanbul Stock Exchanges between 

2000 and 2005 was researched by Ozgülbaş et al. (2006). Due to their research, they 

discovered that large companies had a greater output. Similarly, the relations entre 

profitability and the scale of Icelandic companies were researched by Jonsson (2007). 

The assessment showed that large size are more profitable than tiny size. 

The connection between large and small companies working in Portugal was 

researched by Serrasqueiro and Nunes (2008). As a consequence of the research using 

information from 1999-2003, they discovered favorable and statistically important 

relationships between the size and efficiency of the companies. Lee (2009) discovered 

a favorable connection between companies working in the United States between 

1987 and 2006 in terms of size and profitability. Between 1995 and 2005, Stierwald 

(2009) researched the profitable variables of 960 large companies working in 

Australia. The results of the research showed that corporate size had a beneficial 

effect on corporate profitability. 

The impact of company size on profitability in companies working in the U.S. 

production industry was researched by Becker et al. (2010). The research using 

figures from 1987-2002 revealed that the overall wealth, complete revenues and 

amount of company staff and their profitability have an adverse and statistically 

important relationship. 

The relationship between achievements and corporate governance of 20 

companies mentioned on the Karachi Bond has been examined by Khatap et al. 

(2010). Although the findings from the research using figures for the period 

2005-2009 showed favorable relationships between total assets and ROA, the 

connection between ROE and total assets was poor, and not statistically important. 

Similarly, between 1998 and 2006, Saliha and Abdessatar (2011) researched the 



 

 

 
27 

 

profitability variables of 40 Tunisian companies. A positive relationship between 

corporate profitability and size was demonstrated in their research. 

Akbaş and Karaduman (2012), which had been listed in ISE between the years 

2005 and 2011, studied the effects of the company size on profitability on companies 

in the manufacturing sector. The results of the research showed that the size of the 

company had a positive profitability impact. The relationship between capital 

structure and profitability of the industries mentioned in the Amman bonds between 

2004 and 2009 was researched by Shubita and Alsawalhah (2012). A beneficial 

relationship between company profitability and ROE was demonstrated in their 

research.  

Banchuenvijit (2012) researched variables which influenced Vietnamese 

companies ' performance. There was a favorable connection between the Total 

revenues and profitability of companies, but an adverse relationship between 

profitability and complete resources was discovered. Furthermore, between an 

amount of staff and profitability the writer did not discover statistically important 

outcomes. 

However, some Researches concluded that contrary to the above research. 

Competence theories appeal to small companies that have distinct competences that 

lead to excess returns, as profitable as a large company. "Survival is not dependent 

on improvement but on being adequately distinct, so other people do not have 

deadly benefits" (Niman, 2003). In fact (Dhawan, 2001) during the "1970 to 1989" 

years but at a highly aggregated level of service and production a negative relation 

was observed between corporate size and profitability for the US firms. The firm's 

size was negative impact on sales growth in the case of the Czech Republic and 

Veronika, H. (2015) found. 
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2.2 Conceptual Framework 

In the Wei (2012) study, current ratio, DE ratio, total asset turnover, GDP 

growth rate, agriculture product price index was used as the independent variable 

and ROA ROS SG were used to evaluate the dependent variable financial 

performance. 

In the study of Golchia (2014), Equity over total asset, cost income ratio, size, 

GDP growth rate, and effective tax rate were used as independent variables and 

ROA and ROE were used to evaluate the dependent variable. 

From the calculation formula analysis, the total asset turnover is better than the 

cost income ratio, and the reaction manager uses the total assets of the company. DE 

ratio and equity over total asset are used to reflect the capital structure of the 

company, while DE ratio can more directly reflect the relationship between debt and 

Equity than equity over total asset. Agriculture product price index does not apply to 

tourist destinations firms. 

According to the literature review, liquidity, asset utilization, leverage, 

economic prosperity and effective tax rate have relationship with the firm financial 

performance. In this study, we apply the conceptual framework of Wei (2012) and 

Golchia (2014) and come up with the following conceptual framework in 

combination with the background and problems of this study. 
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Figure 1 Conceptual Framework 

2.3 Hypothesis 

The purpose of this study is to study the effects on the financial performance of 

tourist destinations companies listed in the stock exchange in China, liquidity, asset 

use, leverage, economic prosperity and an effective tax. The expectation of this 

research are: 

Hypothesis1: Liquidity has positive effect on financial performance of tourist 

destination firms listed on share Stock Exchanges in China. 

Liquidity has a positive effect on financial performance, according to Adams 

and Buckle (2003). This research therefore expects the impact of liquidity on 

economic results to be positive. 

Hypothesis2: Asset utilization has positive effect on financial performance of 

tourist destination firms listed on share Stock Exchanges in China. 

According to Jose et al. (2010), Asset utilization affects economic performance 

in a beneficial way. This research, therefore, expects Asset utilization to have a 
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positive impact on financial performance. 

Hypothesis3: Leverage has negative effect on financial performance of tourist 

destination firms listed on share Stock Exchanges in China. 

According to Tian and Zeitun (2007), Leverage's financial performance impacts 

adversely. This study, therefore, expects Leverage to negatively affect financial 

performance. 

Hypothesis4: Economic prosperity has positive effect on financial performance 

of tourist destination firms listed on share Stock Exchanges in China. 

Economic prosperity is having a positive effect on financial performance, 

according to Wei (2012). This study is, therefore, anticipating that the impact on the 

financial performance of economic prosperity is positive. 

Hypothesis5: effective tax has negative effect on financial performance of 

tourist destination firms listed on share Stock Exchanges in China. 

Golchia (2014) finds that effective tax has an adverse impact on financial 

performance. This study, therefore, expects the efficient tax to impact financial 

performance positively. 

Hypothesis6: firm size has positive effect on financial performance of tourist 

destination firms listed on share Stock Exchanges in China. 

Golchia (2014) shows a beneficial impact on economic results on firm size. 

This study, therefore, expects that firm size will have a beneficial impact on 

financial performance. 
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CHAPTER 3 

 METHODOLOGY 

This chapter aims to present the data collection and analysis methodology of 

this research. Themes in this chapter are as follows 

3.1 Research Design  

3.2 Population and Sample  

3.3 Data Collection  

3.4 Data Analysis 

  



 

 

 
32 

 

3.1 Research Design 

The purpose of this research is to explore the relationship between liquidity, asset 

utilization, leverage, economic prosperity, effective tax and financial performance. 

The objective of the study is to use the quantitative research approach and collect 

indirect data via the financial information. The financial data is obtained from the 

quarterly reporting of each tourist destination firm listed on stock exchanges in China, 

including balances, income statements. This research is significant because it allows 

us to preliminarily identify the factors affecting the dependent interest variable. It also 

allows us to know the variables to be studied 

In this research, the factors affecting the financial performance of tourist 

destination firms on stock exchanges are examined in multiple regression analyses 

in China. 

3.2 Population and Sample 

There are a huge amount of tourism destination firms in China, but only 15 

firms listed on stock exchange. It is difficult to get all firms data. The research 

samples are available on the internet of the Shanghai and Shenzhen Stock Exchange. 

15 tourist destination companies are listed in China on A stock exchange. The 

analysis periods in this study are from 2012 to 2018. In the choice of research 

objects, this research adheres to the following principles: (1) the firm listed before 

2012 are taken as research objects, mainly to prevent the beautification of financial 

statements in the initial public offering, which would affect the reliability of the 

whole results. So Changbaishan tourism company limited (603099.SH), Anhui 

Jiuhuashan Tourism Development Co. Ltd(603199.SH) and Jiangsu Tianmu Lake 

Tourism Co, Ltd (603136.SH) are excluded because they were listed in 

2014,2015,2017. (2) In order to prevent the abnormal data of individual companies 

from interfering with the overall results, companies that have experienced ST since 

2012 such as Qujianwenlv Co, Ltd (600706.SH) and Xizang Tourism Co. 
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Ltd(600749.SH), and those with missing data have been excluded and remain 10 

firms. This study has selected the quarterly financial data of 10 tourist destination 

listed firms and the sample size is 280. 

Therefore, this study includes 10 tourist destination listed firms as shows in 

Table 1 

 

Table 1 Tourist Destination Firms Listed on Share Stock Exchanges in China List 

NO Code Firm full name Firm's short name Listed time Stock Market 

1 600054 Huangshan Tourism Development Co.,Ltd. HSTD 1997/5/6 Shanghai 

2 600593 Dalian sunaisa tourism holdings Co,Ltd Sunasia 2002/7/11 Shanghai 

3 002033 Lijiang yu long tourism Co.,Ltd. LJY 2004/8/25 Shenzhen 

4 000888 Emei shan tourism CO.Ltd EMS 1997/10/21 Shenzhen 

5 000430 Zhangjiajie tourism group CO.Ltd ZJJGF 1996/8/29 Shenzhen 

6 002159 Wuhan sante cableways group Co,Ltd. SANTE 2007/8/17 Shenzhen 

7 000978 Guilin tourism Co., Ltd. Guilin Travel 2000/5/18 Shenzhen 

8 002059 Yunnan tourism Co., Ltd. YNT 2006/8/10 Shenzhen 

9 300144 Songcheng performance development CO .Ltd. Chinascgf 2010/12/9 Shenzhen 

10 000069 Shenzhen overseas Chinese town CO.,Ltd Octholding 1997/9/10 Shenzhen 
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3.3 Data Source 

This research starts with the compilation of all information from January 2012 

through December 2018, 10 tourism destination listed firms, completely 28 quarters, 

used as a method for data compilation, in order to achieve this expected goal. Data 

are collected as far as possible in the study. The data include: return on assets (ROA), 

return on sales (ROS), sales growth (SG), and return on equity (ROE), current ratio, 

total asset turnover ratio, debt ratio, firm size, gross domestic product growth rate 

(GDP growth rate) and effective tax rate. The data are gathered from sources as the 

following Table 2: 

 

Table 2 Data Source 

Data (Quarterly) Source 

Sales 

Total asset 

Net income 

Equity 

Current asset 

Current liability 

Total liability 

Pretax income 

Tax expense 

Shanghai Stock Exchange website; 

Shenzhen Stock Exchange website; 

Each listed firm website; 

GDP growth rate National Bureau of Statistics of China website 

 

3.4 Data Analysis 

3.4.1 Unit-Root Test 

To determine the variables which influence the economic performance of 

Chinese tourist destination companies, the Unit Root Test is used to verify the 

standard quality before using the information because the non-stationary factors 

affect the conduct and characteristics of a sequence and lead to a spurious regression. 

If the variable is not permanent, the first differentiation should be made with the data. 

If the first difference is not discovered at the stationary, further differentiation may 
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be necessary. 

3.4.2 Multicollinearity Test 

Multicollinearity test will investigate elevated pair smart correlations and easy 

correlation coefficients, as the multicollinearity level can be indicated. There is no 

problem of multi-coordination if the relationship between two explicative variables 

is less than 0.80. 

3.4.3 Multiple Regression 

The study uses regression analysis to explore each factor influencing the 

financial performance of tourist destination firms listed on stock exchanges in China. 

The study adopts data from 10 tourist destination listed firms, which include 

liquidity, asset utilization, leverage, firm size, economic prosperity and effective tax. 

A powerful method is used to estimate the unexplained value of the variable 

from the recognized values of two or more factors, also referred to as predictors, in 

multiple regression analysis. It implies that the designs have only one reliant and 

two or more autonomous (explorative) factors by multiple regression. The variable 

with a predictable significance is called the dependent variable, and those with 

established prediction characteristics are considered to be autonomous (exploratory). 

Two independent factors should start with multiple designs of regression. 

The multiple regression formula of Y on𝑋1, 𝑋2, …, 𝑋𝑛 is like this: 

Y = a + 𝑏1𝑋1 + 𝑏2𝑋2 + ⋯ + 𝑏𝑛𝑋𝑛 + 𝑒𝑡       (1) 

Y represents dependent variable, including ROA, ROS, ROE, SG. X represents 

independent variable, including current ratio, total asset turnover ratio, debt ratio, 

GDP growth rate, effective tax and Natural logarithm of firm’s total asset. 

As for this study, it takes return on assets (ROA) as the dependent variable for 

the main findings. In order to create the model to find what factors effect ROA, the 

model of ROA is designed as the following: 

𝑅𝑂𝐴𝑖𝑡 = 𝑎 + 𝑏1𝐶𝑅𝑖𝑡 + 𝑏2𝑇𝐴𝑖𝑡 + 𝑏3𝐷𝐸𝑖𝑡 + 𝑏4𝐺𝐷𝑃𝑡 + 𝑏5𝐸𝑇𝑖𝑡 + 𝑏6𝑆𝐼𝑍𝐸𝑖𝑡 + 𝑒𝑖𝑡 =
𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒

𝑇𝑜𝑡𝑎𝑙 𝑎𝑠𝑠𝑒𝑡
 

                  (2) 
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In order to create the model to find what factors effect ROS, the model of ROS 

is designed as the following: 

𝑅𝑂𝑆𝑖𝑡 = 𝑎 + 𝑏1𝐶𝑅𝑖𝑡 + 𝑏2𝑇𝐴𝑖𝑡 + 𝑏3𝐷𝐸𝑖𝑡 + 𝑏4𝐺𝐷𝑃𝑡 + 𝑏5𝐸𝑇𝑖𝑡 + 𝑏6𝑆𝐼𝑍𝐸𝑖𝑡 + 𝑒𝑖𝑡 =
𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒

𝑁𝑒𝑡 𝑆𝑎𝑙𝑒𝑠
 

                  (3) 

In order to create the model to find what factors effect ROE, the model of ROE 

is designed as the following: 

𝑅𝑂𝐸𝑖𝑡 = 𝑎 + 𝑏1𝐶𝑅𝑖𝑡 + 𝑏2𝑇𝐴𝑖𝑡 + 𝑏3𝐷𝐸𝑖𝑡 + 𝑏4𝐺𝐷𝑃𝑡 + 𝑏5𝐸𝑇𝑖𝑡 + 𝑏6𝑆𝐼𝑍𝐸𝑖𝑡 + 𝑒𝑖𝑡 =
𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒

𝑇𝑜𝑡𝑎𝑙 𝐸𝑞𝑢𝑖𝑡𝑦
 

                  (4) 

In order to create the model to find what factors effect SG, the model of SG is 

designed as the following: 

𝑆𝐺𝑖𝑡 = 𝑎 + 𝑏1𝐶𝑅𝑖𝑡 + 𝑏2𝑇𝐴𝑖𝑡 + 𝑏3𝐷𝐸𝑖𝑡 + 𝑏4𝐺𝐷𝑃𝑡 + 𝑏5𝐸𝑇𝑖𝑡 + 𝑏6𝑆𝐼𝑍𝐸𝑖𝑡 + 𝑒𝑖𝑡 =
𝑆𝑎𝑙𝑒𝑠𝑡−𝑆𝑎𝑙𝑒𝑠𝑡−1

𝑆𝑎𝑙𝑒𝑠𝑡−1
 

                  (5) 

In the equations above, “it” indicates the firm, “t” indicates time period, and the 

other variables are defined as the following: 

𝐶𝑅𝑖𝑡 = Current ratio of firm i at time t =
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐴𝑠𝑠𝑒𝑡

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
 

𝑇𝐴𝑖𝑡 = Total Asset turnover of firm i at time t =
𝑆𝑎𝑙𝑒𝑠

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡
 

𝐷𝐸𝑖𝑡 = 𝐷ebt ratio of firm i at time t =
𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠

𝑒𝑞𝑢𝑖𝑡𝑦
 

𝐺𝐷𝑃𝑡 = GDP growth rate at time t 

𝐸𝑇𝑖𝑡 = Effective Tax rate of firm i at time t =
𝑇𝑜𝑡𝑎𝑙 𝑇𝑎𝑥 𝑃𝑎𝑖𝑑

𝑃𝑟𝑒 − 𝑇𝑎𝑥 𝐸𝑎𝑟𝑛𝑖𝑛𝑔
 

𝑆𝐼𝑍𝐸𝑖𝑡 = ln (𝑇𝐴)of firm i at time tln (TA) 

a = constant 

𝑏1, 𝑏2, 𝑏3, 𝑏4, 𝑏5, 𝑏6 = Coefficient 

𝑒𝑖𝑡 = error term 
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CHAPTER 4  

DATA ANALYSIS AND RESULTS 

This chapter is intended to discuss the result of analyzes of the information 

collected based on the conceptual framework. Themes in this section are as follows: 

4.1 Unit-Root Test 

4.2 Descriptive Statistics 

4.3 Multicollinearity Test 

4.4 Regression Result 
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4.1 Unit-Root Test 

The results from Unit Root Test show in Table 3. 

Table 3 The Results of Stationary Test by Unit -Root Test 

Variables Levin, Lin & Chu t* Prob. Result 

ROA -14.0646 0.0000 Stationary 

ROS -12.1027 0.0000 Stationary 

ROE -16.7428 0.0000 Stationary 

SG -14.1559 0.0000 Stationary 

CR -2.0228 0.0215 Stationary 

TATR 0.4612 0.6777 Non- Stationary 

DE 0.5570 0.7113 Non- Stationary 

ET -9.3070 0.0000 Stationary 

LNTA 2.7162 0.9967 Non- Stationary 

GDP -6.4999 0.0000 Stationary 

D(TATR) -20.3592 0.0000 Stationary 

D(DE) -11.6763 0.0000 Stationary 

D(LNTA) -12.7729 0.0000 Stationary 

Levin, Lin & Chu t* is a method to test panel unit-root. If its result is higher than 

0, the data is Non-Stationary. If its result is lower than 0, the data is Stationary. 

Table 3 shows the Unit Root Test results of the variable ROA, ROS, ROE, SG, 

CR, ET and GDP probability value that is less than 0.05 and Levin, Lin & Chu t* is 

lower than 0, meaning that the ROA, ROS, ROE,SG, CR, ET and GDP growth rate 

variables value are stationary. But a TATR, DE and LNTA variables is more than 

0.05 and Levin, Lin & Chu t* is higher than 0, it is a non-stationary variable value of 

TATR, DE and LNTA. In order to make them stationary, the first difference must 

also be for TATR, DE and LNTA. The probability value is less than 0.05 and Levin, 

Lin & Chu t* is lower than 0 following the first differentiation of TATR, DE and 

LNTA. The D(TATR), D(DE) and D(LNTA) variables are therefore stationary. 
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4.2 Descriptive Statistics 

Table 4 Data Description 

Variables Mean Median Maximum Minimum Std. Dev. Observations 

ROA 0.0156 0.0127 0.1213 -0.0682 0.0239 280 

ROS 0.1743 0.1713 13.996 -1.4478 0.8765 280 

ROE 0.0244 0.0211 0.2366 -0.1070 0.0412 280 

SG 0.3742 0.1472 28.694 -0.9192 1.9967 280 

CR 2.0473 1.3643 9.6025 0.1107 1.9386 280 

D(TATR) 7.37E-05 0.0060 0.2468 -0.2611 0.0603 280 

D(DE) 0.0071 -0.0040 2.4189 -1.6795 0.2794 280 

ET 0.1585 0.1835 5.2317 -9.2487 0.8273 280 

D(LNTA) 0.0162 0.0170 1.7905 -2.1213 0.2402 280 

GDP 0.0173 0.0170 0.0210 0.0140 0.0018 280 

The data were summarized in Table 4 above. The data can show more intuitive 

understanding of the distribution of data using descriptive statistics. The mean of 

each variable and standard deviation can be found in Table 4.2. This shows that the 

economic output of variable ROA, ROS, ROE and SG between 2012 and 2018 is 

0,01566, and its default is 0,0239. The smallest ROA is -0, 0682 and 0,1213. The 

mean is 0.1743 for ROS and 0.8765 for ROS. The minimum ROS shall be -1.4478 

and the maximum shall be 13.9966. Its mean for ROE is 0.0244, and the default 

difference is 0,0412. ROE is minimum -0.1070 and maximum 0.2366. Finally, SG 

has its mean of 0.3742 and standard deviation of 1.9967. The lowest SG is -0.9192 

and the highest is 28.6946. 

CR, D(TATR), D(DE), ET, D(LNTA) and GDP are independent variables. CR 

is liquidity, the mean is approximately 2.0473 and the default is 1.9386. The largest 

CR is 9,6025, while the lowest is 0,1107, respectively. The mean of D(TATR) is 

around 7.37E-05, the standard deviation of D (TATR) is 0.0603. The top D(TATR) is 

approximately 0,2468, with a smallest D(0,2611). The mean of D(DE) is 

approximately 7.37E-05 and its normal difference is 0.0603. D(DE) represents the 

leverage. D(DE) is about 0.2468 the highest and -0.2611 the smallest. ET is the 

efficient tax, ET standard deviation of 0.8273 and is about 0.1585. The highest GDP 
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is around 0.021 and the lowest is 0.014. 

4.3 Multicollinearity Test 

The Results from Multicollinearity Test Show in Table 5. 

Table 5 The Correlation of the Independent Variables 

Correlation CR D(TATR) D(DE) ET D(LNTA) GDP 

CR 1.0000      

D(TATR) -0.0519 1.0000     

D(DE) -0.0950 -0.0555 1.0000    

ET 0.0485 0.0117 0.0319 1.0000   

D(LNTA) 0.0286 0.0518 0.1829 0.0484 1.0000  

GDP -0.0688 0.1677 0.0465 0.0817 -0.1044 1.0000 

The assessment of the correlations of autonomous variables in the system is 

shown from Table 5. The correlation coefficient value is discovered not to be above 

the multicollinearity value, which is less than 0.8. There is therefore no issue with 

multi-linearity. The regression may be performed through all five independent 

variables. 
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4.4 Regression Result 

4.4.1 Regression Results of Dependent Variable ROA 

Table 6 Regression Results of ROA 

Variable C CR D(TATR) D(DE) ET D(LNTA) GDP 

Coefficient -0.0143 0.0024 0.2218 -0.0159 0.0017 0.0183 1.4100 

Std. Error 0.0106 0.0005 0.0182 0.0039 0.0013 0.0046 0.6053 

t-Statistic -1.3421 4.4409 12.138 -4.0270 1.3149 3.9886 2.3292 

Prob. 0.1807 0.0000*** 0.0000*** 0.0001*** 0.1896 0.0001*** 0.0206** 

R-squared 0.4558 

F-statistic 37.690 

Prob(F-statistic) 0.0000 

Durbin-Watson stat 1.7174 

***: significant at 0.01 level. 

**: significant at 0.05 level. 

*: significant at 0.10 level 

 

From table 6, R-squared equals 0.4558, the estimated equation can account for 

the 45.58 per cent change in ROA factors. The probability that CR will amount to 0 

which implies CR will be significant at point 0.05. CR is a ROA-influencing factor. 

CR unit modifications will change the ROA in the same direction with 0.0024 unit. 

D(TATR) has an equivalent probability of 0, i.e. D(TATR), which is significant to 

0.05. A factor affecting the ROA is D(TATR). Changes in D(TATR) one unit would 

change ROA in the same direction by 0.2218 unit. The D(DE) likelihood of 0.0001 

is significant, meaning that D(DE) is significant at 0.05. D(DE) is an influencing 

factor for ROA. D(DE) unit change will change ROA in the opposite direction by 

0.0159 unit. D(LNTA), which implies the D(LNTA) probability, is 0.0001 at 0.05 

level, which is significant. D(LNTA) is a ROA-influencing factor. D(LNTA) 

changes one unit, making the ROA in the same direction altered by 0.0183 unit. This 

indicates that GDP is significant at the 0.05 level with a probability of GDP 

equivalent to 0.0206. GDP has an effect on ROA. One unit GDP changes ROA in 

the same direction with 1.4100 unit. 
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4.4.2 Regression Results of Dependent Variable ROS 

Table 7 Regression Results of ROS 

Variable C CR D(TATR) D(DE) ET DLNTA GDP 

Coefficient -0.4891 0.0627 1.1545 -0.1860 0.0136 0.2615 30.527 

Std. Error 0.5206 0.0272 0.8909 0.1934 0.0636 0.2243 29.513 

t-Statistic -0.9395 2.3006 1.2958 -0.9616 0.2143 1.1655 1.0343 

Prob. 0.3483 0.0222** 0.1961 0.3371 0.8305 0.2448 0.3019 

R-squared 0.0383 

F-statistic 1.7965 

Prob(F-statistic) 0.0998 

Durbin-Watson stat 1.9719 

***: significant at 0.01 level 

**: significant at 0.05 level 

*: significant at 0.10 level 

The equation for the estimate can describe the variables ROS by 3.83 percent 

from Table 7. The probability of a CR equal to 0.0222 means that it is significant to 

have a CR level of 0.05. CR is an influencing factor for ROS. CR changes will 

change a unit to ROS in the same direction with 0.0627 unit. 

  



 

 

 
43 

 

4.4.3 Regression Results of Dependent Variable ROE 

Table 8 Regression Results of ROE 

Variable C CR D(TATR) D(DE) ET DLNTA GDP 

Coefficient -0.0140 0.0016 0.3852 -0.0344 0.0041 0.0341 1.9592 

Std. Error 0.0184 0.0009 0.0315 0.0068 0.0022 0.0079 1.0446 

t-Statistic -0.7628 1.7457 12.217 -5.0282 1.8309 4.3035 1.8755 

Prob. 0.4462  0.0820* 0.000*** 0.000*** 0.0682* 0.000***  0.0618* 

R-squared 0.4526 

F-statistic 37.216 

Prob(F-statistic) 0.0000  

Durbin-Watson stat 1.8254 

***: significant at 0.01 level 

**: significant at 0.05 level 

*: significant at 0.10 level 

From Table 8, the estimated equation of the ROE variables by 45.26% can be 

explained by R-squared equivalent to 0.4526. The probability of D (TATR) 

equivalent to 0.00000, that implies D(TATR) at a significant 0.05 level. D (TATR) is 

a ROE-influencing factor. Changes in D(TATR) will cause an ROE to be changed in 

the same direction by 0.3852 unit. The probability of D(DE) equal to 0.0000 which 

indicates D(DE) at the level of 0.05 is significant. D(DE) is the ROE-influencing 

factor. Changes to D(DE) will result in the change of ROA in the opposite direction 

by 0.0344 unit. D(LNTA) has a probability equal to 0.000, which indicates 

D(LNTA). D(LNTA) is a ROE-influencing factor. The change of D(LNTA) will 

create a unit in the same direction change of ROE by 0.03417 unit. 
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4.4.4 Regression Results of Dependent Variable SG 

Table 9 Regression Results of SG 

Variable C CR DTATR DDE ET D(LNTA) GDP 

Coefficient -0.2762 0.0124 12.6699 0.3670 0.0236 -1.3113 36.3867 

Std. Error 1.0985 0.0575 1.8798 0.4081 0.1343 0.4734 62.2703 

t-Statistic -0.2514 0.2161 6.7397 0.8994 0.1763 -2.7700 0.5843 

Prob. 0.8017 0.8290 0.000*** 0.3692 0.8601 0.0060*** 0.5595 

R-squared 0.1684 

F-statistic 9.1144  

Prob(F-statistic) 0.0000 

Durbin-Watson stat 2.0868 

***: significant at 0.01 level 

**: significant at 0.05 level 

*: significant at 0.10 level 

From Table 9, R-squared equivalent to 0.1684 causes that the estimated 

equation could account for the change of the SG to 16.84 percent. The D(TATR) 

likelihood of 0.0000 means D(TATR) to be important to the stage of 0.05. The ROE 

is affected by the D(TATR) factor. Changes to D(TATR) will make one unit change 

to SG in the same direction, by unit 12.6699. D(LNTA) likelihood equivalent to 

0.006, meaning D(LNTA) at 0.05 level. A factor affecting the SG is D(LNTA). 

D(LNTA) modifications will change SG in the opposite direction by 1.311383 unit 

in. 
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CHAPTER 5  

COMCLUSION, DISCUSSION AND RECOMMENDATION 

According to the results of analysis, this chapter will makes conclusion and 

discussion about the factors affecting financial performance of tourism destination 

firms listed on stock exchanges in China and gives some suggestions. 

5.1 Conclusion 

5.2 Discussion 

5.3 Implication of the Study 

5.4 Research Recommendation 

5.5 Limitations and Further Research 
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5.1 Conclusion 

In this study, the factors affecting of financial performance of tourism 

destination firms listed on stock exchanges in China were examined. From January 

2012 to December 2018, this research is based on quarterly data on six variables, 

totally 28 quarters. The data contain financial information and economic information 

for the period 2012-2018 of a sample of ten firms. Four financial indicators 

evaluated the financial performance of companies: return on assets, return on sales， 

return on equity and sales growth. Current ratio measures liquidity. Asset utilization 

is measured by the total asset turnover. Debt ratio is the demotion of leverage. GDP 

growth measures economic prosperity. Firm size measures by company total asset 

natural logarithm. Effective tax by effective tax rate measurements. 

The data have been used to analyze some financial methods. First, the test unit 

root of the initial information showed that the company is not stationary in terms of 

total asset sales, debt ratio and the natural logarithm of total assets. Through the 

multiple regression of the ordinary lesser squares (OLS) method, the first difference 

transformations of the initial information are used; and then, the correlation between 

the individual independent variable and autocorrelation between the residuals. 

In summary of this research, the only factors influencing the financial 

performance of the tourism destination firms on the stock exchanges in China 

regards those that have significant statistic greater than 0.05 and the confidential 

level greater than 95%. The findings show that liquidity (current ratio), asset 

utilization (total asset turnover rate), leverage (DE ratio), GDP growth rate (GDP 

growth rate) and firm size (a natural logarithm of the total asset), are the financially 

relevant elements influencing tourism destination companies listed on the stock 

exchanges in China, as they are statistically significant at 0,05. Liquidity asset 

utilization and economic prosperity have a positive correlation to strong economic 

performance but leverage has an adverse correlation to strong economic 

performance. On the other side, the firm size has a positive relationship with the 

return on assets and the return on equity. Therefore company size is correlated with 
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financial performance of mix result. 

The findings also discovered that efficient tax does not influence changes to 

tourism destination companies listed on Chinese stock exchanges ' financial 

performance. 

 

Table 10 Summarize for Testing Hypothesis 

Variables Expectation Conclusions 
Consistent 

/not consistent 

Liquidity Positively Positively affect consistent 

Asset utilization Positively Positively affect consistent 

Leverage Negatively Negative affect consistent 

Economic prosperity Positively Positively affect consistent 

Firm size Positively Mix result. not consistent 

Effective tax Negatively Did not affect not consistent 

In the event of tourism destination firms listed on stock exchanges in China 

Exchange, Table 10 summarizes the factors influencing the financial performance. It 

discovers that liquidity is accepted as it changes positive with economic results; the 

asset utilization is accepted in the beneficial direction with financial performance; 

leverage is accepted and adversely influenced by financial performance; the 

hypothesis is accepted; the economic prosperity changing in the positive direction 

with financial performance, the hypothesis is accepted; This study rejects the 

hypothesis of firm size and effective taxes so that the financial performance changes 

of tourism destination listed on stock exchange in China are not influenced by firm 

size and effective tax. 

5.2 Discussion 

5.2.1 Liquidity 

The research shows that the liquidity hypothesis is acceptable and demonstrates 

that liquidity has a positive impact on the financial performance of tourism 

destination firms on Chinese stock markets. This is compatible with the evaluation 
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of the literature. An outstanding positive relationship between liquidity and financial 

performance was shown in the empirical studies of Adams and Bückle in 2003; Jose 

et al., 2010; Seem et al. in 2011; Sibel and Engin, 2012. 

The positive correlation between liquidity and financial performance indicates 

that the current ratio is greater, as stated in Adams and Buckle (2003). Their research 

found that liquidity measured the capacity for corporate executives, without 

promoting the profitability of underwriting, business operations, liquidation of 

economic resources and the realization of their direct obligations to politicians and 

other credible. 

5.2.2 Asset Utilization 

The outcome of the research indicates that the hypothesis of the asset utilization 

is accepted, therefore the results show that asset utilization has a positive effect on 

the return on asset (ROA). These results were compatible with Jose et al. (2010); Wu, 

Li and Zhu (2010); Ding and Sha (2011); Seema et al. (2011), the company's 

total asset turnover, increased asset effectiveness and improved performance. 

The positive relationship between asset utilization and financial performance 

demonstrates a greater total asset turnover ratio, more productive use of firm 

resources and better financial performance. As Wu et al. (2010) said, asset utilization 

contributed greatly to the profitability rate of the firm and had an impact on the 

financial performance of the firm. 

5.2.3 Leverage 

In the model of ROA the results of the tourist destination companies listed on 

the China stock exchanges has been negatively related by levers (coefficient 

equivalent to -0.015978, P-value below 0.05); in the model for ROE, levers have a 

negative relationship with financial performance (coefficient of -0.034426,P-value 

of less than 0.05). The negative effects are consistent with the results of Rajan and 

Zingals (1995). 
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The results discovers a greater debt ratio, and a worse performance. The firm 

has a large debt, which also means that the interest costs that the company has to pay 

are high. The elevated interest expenditure results in low net revenues. The financial 

performance of the firm is therefore negatively affected by the high debt. As Mo 

(2008) stated, a company with a large debt capital framework would lead in a 

misperformance of the company. 

5.2.4 Economic Prosperity 

The result indicates that economic prosperity is accepted, with a positive 

impact on the financial results of tourism destination firms on bonds in China. The 

results show that economic prosperity is accepted. Deng et al. (2009) indicated that 

the GDP growth rate is greater, the economic boom is up and the profitability level 

is high, so firm performance are better. In addition, with Deng et al. (2009), Chen 

(2010), John and Riyas (2011) also received the same outcome. The results of this 

research therefore correspond to the evaluation of the literature. 

The positive correlation between economic prosperity and financial 

performance shows that the GDP growth rate is higher, firm’s financial performance 

is better. The financial performance are not only influenced by inner variables; 

macroeconomic environments are influenced according to Deng et al. (2009) 

empirical results. 

5.2.5 Firm Size 

Based on the results, firm size ROA and ROE would have a positive impact, 

while it have negative impact on the related SG, therefore the conclusion and the 

hypothesis are not consist. However the conclusion of Golchia (2014) research is 

that firm size has positive effect on ROA and ROE. Roman, F. and Veronika, H. 

(2015) concluded, the firm size had negative effect on sales growth (SG) in case of 

the Czech Republic. The result is consist with literature reviews. 

According to the Golchia (2014) research, Firm size could increase firm 
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profitability, and reduce firm growth ability when sales growth determines firm size. 

Roman, F. and Veronika, H (2015) 

5.2.6 Effective Tax  

The result demonstrates that the hypothesis that an effective tax rate is rejected 

so that efficient tax will have no impact whatsoever on the financial performance 

of tourism destination firms on the Chinese stocks. The literary review does not 

match this result. The negative relationship between efficient tax and financial 

performance is between Derashid and Zhang (2003). The NLA Laura (2012) study 

showed that the effective tax rate had a negative effect on financial performance at 

the Bucharest stock between 2006 and 2011. 

Since 2010, China’s corporate income tax has remained at 25%, and 

commodity value-added tax has been maintained at 17%,(the data from ：

tradingeconomics.com/china/sales-tax-rate) which has led to the fact that the 

effective tax in this research has no significant impact on financial performance. 

5.3 Implication of the Study 

The present paper has chosen a range of variables to evaluate the relationship 

with the financial performance of tourism destination firms listed on stock 

exchanges in China. The research has included multiple regressions, exploring the 

characteristics of tourism-oriented listed companies on stock exchanges in China, 

based on empirical research. 

According to the results of this research, the financial performance and asset 

utilization of tourism destination firms listed on the Chinese stock exchanges has 

been positive. The greater asset utilization will result in tourism destination firms ' 

elevated financial performance. The asset utilization represents the management of 

the company's assets. The total asset turnover ratio represents the operating capacity 

of the company's assets. The positive correlation shows that the functioning of the 

assets is extremely important for listed companies in tourism destinations. The 
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capacity and velocity of company revenues increase and scale growth will directly 

be affected. 

This research found that there is an adverse relationship between the financial 

performance of Tourism destination firms listed on China Exchange stock exchanges 

and the leverage. Thus, lower leverage will bring the Tourism destination firms 

listed on stock exchanges in China high financial performance. The negative 

relationship between financial performance and leverage is predictable in that debt 

increases are leading to higher financial and insolvency risks for the company. It 

also reflects the gentle limitations in the therapy of debt by listed firms in Tourism 

destination. The bankruptcy system in China only occurs on behalf of many 

variables to make coded companies unable to raise consciousness of danger. The 

role of debt in the financial performance is not governed. Tourist destination 

companies on the Chinese stock exchange have a median bond percentage of around 

80.52%. This implies that the capital structure with elevated liabilities is not 

appropriate for developing the economic efficiency of companies listed on Chinese 

exchanges for tourism destinations. This partial liability boosts the company's debt 

danger and lead to long-term debt funding. Sample companies have shown a 

tendency to have a greater debt ratio, and a poorer financial performance. This is 

expressed in the lack of liability funding for tourism destination companies listed on 

Chinese Stock exchanges. In Chinese tourism destination companies listed on the 

stock exchange, the financial leverage is not being effectively used. 
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5.4 Research Recommendation 

The results are significant in terms of the financial performance of the tourism 

destination companies listed on the stock exchanges in China in terms of liquidity, 

asset utilization, leverage and economic prosperity. Five recommendations are 

therefore presented as follows. 

Frist, according to the data analysis result, liquidity has positive effect on 

financial performance. Tourism destination listed firms need to control the ratio 

between current asset and current liability to avoid excessive short-term debt risk. 

Investors should also pay attention to current ratio when investing in Tourism 

destination listed firms. The best ratio is between1.2-2.0, Benilyn (2017). 

Second, according to the data analysis result, asset utilization has a beneficial 

impact on financial performance. The aim of the asset utilization ratios is to describe 

how efficiently or intensively a company uses its assets to achieve revenues. As 

mentioned in Stephen et al. (2010). According to Wei (2012) recommendation, the 

business companies listed in the Tourism destination should prepare a specific 

management plan based on the characteristics of the businesses listed in the Tourism 

destination management system. Build the brand image and build a good company 

culture by developing and combining advanced management experience and 

corporate features. 

Third, According to the data analysis result, leverage has negative effect on 

financial performance. The companies listed on the Tourism destination should take 

full advantage of the financial leverages, avoiding high financial risk and improving 

financial performance in the tourist destination companies listed on the stock 

exchanges in China by reasonable control of their long-term debt. 

Fourth, in order to resolve the issue of the inefficient use of long-term debt 

finance and smooth debt limitations, the companies mentioned should enhance the 

bankruptcy system. The positive correlation between leverage and economic results 
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is a good precondition of a solid bankruptcy scheme. Developing the scheme of 

safety for payment of loans and enhancing banking supervision for listed companies 

from Tourism destination to leverage has a beneficial influence on listed companies 

from Tourism destination. 

Fifth, according to the data analysis result, Economic Prosperity has positive 

effect on financial performance. Tourism destination listed firms should pay 

attention to the impact of the country's Economic Prosperity on firms, and should 

expand its business and attract investment in a good macroeconomic situation. In the 

case of a poor macroeconomic situation, manager should reduce business and invest 

in projects or financial products that can be used in hedging economic situation. 

5.5 Limitations and Further Research 

First, tourism destination's sample size is very limited for listed companies. 

There are only 15 listed tourist attractions, but there are still many travel companies 

that are not listed, limiting the sample size. 

Second, financial performance has many factors and each aspect cannot be 

analyzed. In this study liquidity, asset utilization, leverages, economic prosperity, 

firm size and effective tax were explored, although other aspects were not analyzed. 

In addition, the idea of analyzing this study is very clear and the method of 

analysis is practicable. This study can also contribute to further studies. Further 

research can take into account the problems proposed by this research in other types 

of companies or in other aspects when analyzing the economic efficiency of the 

listed companies. This study would add to the growing knowledge of listed 

companies ' financial performance. 
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