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Prediction of Hotel Bankruptcy Using Multivariate Discriminant
Analysis, Logistic Regression and Artificial Neural Network
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ABSTRACT

This study estimates the possibilities of hotel bankruptcy using various
analytic methods such as multivariate discriminant model, logistic regression
model and artificial neural network model. The estimated models suggest that
debt-burned hotels with low profit margin and return on common stockholders’
equity are more likely to be candidates of bankruptcy. The analysis of
in-model variables, along with a cross-group comparison of financial ratios,
suggests that bankrupt hotels have heavily relied on debt to finance fast sales
growth without paying proper attention to controlling their operating expenses
and financing costs. Author suggests in conclusion that to avoid bankruptcy
risk hoteliers are encouraged to adopt a prudent growth strategy accompanied

by less debt financing and tighter cost control.
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34 HATE AFE IF Z score Probebility 1 Probability 2
. 1 i 0.05216 0.51452 0.48548
2 1 1 -0.05025 0.49072 0.50928
3 1 1 -0.48914 0.39048 0.60952
4 1 i 0.12064 0.53041 0.46959
5 1 i 0.11695 0.52956 0.47044
6 1 i 0.28094 0.56731 0.43269
7 1 i 0.79435 0.67382 0.321.8
§ 1 i 0.47464 0.61088 0.389.2
9 1 i 0.85912 0.69181 0.308.9
10 1 1 -3.85448 0.02725 0.97275
11 1 i 0.21868 0.55304 0.44696
12 1 1 -1.29163 0.23298 0.76702
13 1 0 0.3597 0.58519 0.41481
14 1 i 0.25082 0.56042 0.43958
15 1 i 0.22717 0.555 0.445
16 1 1 -1.78559 0.26098 0.83902
17 1 1 -0.94961 0.29452 0.70548
18 1 1 -0.20104 0.45578 0.54422
19 1 1 -2.06049 0.22936 0.87064
20 1 i 0.63824 0.64538 0.35362
21 1 1 -2.33833 0.20294 0.89706
22 1 1 -0.585 0.36948 0.63052
23 1 1 -0.38587 0.41357 0.58643
24 i i 0.07054 0.51379 0.48121
25 i 1 -0.32666 0.42598 0.57302
26 i i 0.62756 0.64411 0.35589
27 i i 0.66217 0.65145 0.34855
28 i i 0.54267 0.62581 0.374.9
29 i i 0.62756 0.64411 0.35589
30 i i 0.71682 0.6629 0.3371
31 i i 0.7521 0.67019 0.32981
32 i i 0.62756 0.64411 0.35589
33 i i 0.3775 0.58921 0.41079
34 i i 0.1277 0.53207 0.46793
35 i i 0.40287 0.5949 0.4051
36 i i 1.22091 0.7586 0.244
37 i i 0.62756 0.64411 0.35589
38 i 1 -2.95188 0.06091 0.93909
39 i i 1.13888 0.74436 0.25564
40 i i 0.54927 0.62725 0.37275
41 i i 0.61125 0.64062 0.35938
42 i i 1.69537 0.73558 0.26342
43 i i 1.11992 0.74099 0.25901
44 i i 0.23442 0.55566 0.44334
45 i i 0.51287 0.61928 0.38072
46 ( ( 1.09016 0.73564 (0.26436

1 a. Group 0= ¥=NEEI1E, Group 1= EASEIE
b. Z scorets &=AF Z 31d A A FH] o] ZASET

c. Probability 1= ¥|=AtEd] £8 8& Probability 2==Atadd £33 &8

£
i



chgE AT EALETRA, AFARTRAS ol §F TASAAZ 13

9= e
EEE £l
A WRr s o1 2 23
Ak 12 11 23
TR S "] A 91.3 8.7 100.0
Ak 52.2 47.8 100.0

3. BALE 3|75 o5A}
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(o]
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718 (Dillon & Goldstein, 1984; Kenedy, 1985). #4 Ay}, 3|7 5& |

—‘>

(B 7) TEZMAZ0| ofst 2XAE 2724 Hu}
Model Df Sig. -9 Log L = 34.608
Chi-square

27.754 3 004 Nagelkerke R? = 614

=4t sE B g 2nl2A] Jd S v& 78.3%

Tt 3EEd g8 2ntEA oS vE 81.8%

A s TR dig] nl2A] oS & 80.0%
B value Std. Error Wald Sig. Exp(B)
A& 089* 053 2. 090 1.093
ANAEEAE - 072 033 4. 830 028 931
ANAEEAE 04T 028 2.795 095 954
(Constant)  -2.381 1.576 2.989 131 092

F:1* p<0.10, **p<0.05, ***p<0.01
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