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Abstract: The paper aims to mvestigate the relationship between orgamzational culture and the financial
performance of small and medium-sized enterprises (SMEs) in an ecotourism area. Though many studies have
highlighted that certamn cultures are evident 1 certain firms, there have been only a few studies of SMEs in
tourism areas and not many analyze how these cultures have affected the performance of these organizations.
Conceptualizing orgamzational culture as the values and practices employed 1 an organization, we conducted
a survey of all 7 resort operators located in a lake-based tourism area in Malaysia. This study indicates that
mostresorts at Lake Kenyir display similar organizational culture. Empirical findings indicate that characteristics
of the resort culture include Environmental Practices, Pragmatic vs. Normative Practices, Employees
Characteristics, Job Concern and Ecotourism Traits. The findings highlight the influence of this culture on

resort financial performance.
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INTRODUCTION

The tourism industry has witnessed rapid growth and
is identified as the central force behind the growth of the
service industty. In Malaysia, tourism has contributed
significantly to the well being of the economy. Tourism
revenue amounted to USD 12.1 billion in 2006 [1] and such
revenue increased to USD 15.8 billion in 2008 [2].
Recognizing the significant contribution of the tourism
mdustry, the government has focused on promoting
specific tourism products and destinations, such as eco-
tourism, to capitalize on a wide range of natural assets,
mcluding lakes, mangroves, limestone caves, mountains,
waterfalls, islands and wildlife [3].

Despite the general upward trend mn the tourism
industry’s contribution to the national economy, few
visitors travel to these ecotourism destinations and some
resorts have even reported significant annual losses [4].
Chui et al. [5] report a declining number of foreign visitors
to one of Malaysia’s National Parks. To address the
problem, they recommend that immediate measures be
umplemented to increase the effectiveness of management
and improve the cleanliness and hygiene of the park.

Based on the results of Chw et af. [5], we can deduce
that low performance is due to tourist dissatisfaction
with the products and services delivered by these
operators at the destination.

Some studies have attempted to relate poor
performance to the culture of the organization or, more
specifically, of the resort operators involved in delivering
the tourism products and services. These attempts are
tied to the significant recent interest in orgamnizational
culture among researchers. Cameron and Quin [6] point
out that organizational culture in the form of values and
practices has a powerful effect on the performance and
long-term effectiveness of orgamzations. Earlier, Wiener
[7] found that certain cultural styles can encourage the
establishment of “proper” values in an orgamzation, which
leads to effective organization. Becker and Gerhart [8]
argue that there exists a set of general cultural types that
can boost organization performance. In the context of the
tourism industry, Chand and Katou [9] try to determine
whether good human resource practices mfluence hotel
performance. They find that there is a positive
relationship between the practice of human resource
management (HRM) and hotel performance. They suggest
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that the hotel industry in India should concentrate on
developng the best HRM practices in recruitment,
human resource planning, job design, staff development,
quality circle and wage systems. Conversely, we can
assume that an underperforming organization lacks a
‘good culture’.

While many studies indicate that certain cultures will
have a positive effect on organizational performance, few
attemnpt to empirically demonstrate how the cultures of
SMEs in the tourism industry influence their performance.
As aresult, there 1s insufficient explanation of how SMEs’
organizational culture may affect their performance. In
addition, existing studies have yielded mixed results
regarding what can be considered a good culture. Franco
and Bourne [10] find that organizations that adopt a
consultative culture, emphasizing discussion and analysis
of performance measures rather than penalizing members
for their faults, are more likely to perform better. On the
other hand, based on a case study of 5 manufacturing
related companies, Bititci ef al. [11] find that authoritative
Ppractices are more suitable for orgamzations with ‘power’
cultures. Tn the context of the tourism industry, Chand
and Katour [9] identify the benefits of utilizing HRM
systems in terms of hotel performance, but their study is
too narrow in terms of its scope; it focuses only on HRM
practices at a S-star hotel, a very different sort of company
from the SME. Based on semi-structured interviews,
Kyniakidou and Gore [12] found that the best performing
SMEs in hospitality, tourism and leisure operations share
certamn cultural characteristics. These cultures focus on
collaboration m determimng missions and strategies,
foster close linkages between firm goals and individual
development and encourage learming through open
communication, knowledge-sharing and  team
development. Unfortunately, this study does not clarify
quantitatively the relationship between SME culture and
performance. Even though this study covered all types of
small management enterprises (SMEs) in the hospitality,
tourism and leisure industries, including hotels and
restaurants, pubs, visitor attractions and leisure
opportunities, it did not address SMEs in lake-based
tourism.

Therefore, it remains necessary to empirically
investigate the organizational culture of SME resort
operators and to analyze how culture mfluences
performance at one specific ecotourism destination.
This SMEs that directly
involved in delivering tourism products and services,
reflecting not only their importance in the national

study emphasizes are

economy but also responding to increasing calls for more
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studies of entrepreneurial firms [13]. This paper
contributes to research on SMEs in the tourism industry
by addressing two major questions that have been
neglected m the extant literature. First, what are the
cultural norms adopted by these SMEs and secondly,
how do these orgamizational cultures influence SME
performance?.

This paper is organized as follows. First, we define
organmizational culture, after which we 1dentify the
dimensions of organizational culture and financial
performance. We then develop a framework for analyzing
the relationship between these variables and present the
method used to collect and analyze the data. At the end
of the paper, we present results concerning the
organizational culture of the resort operators and how
such cultural factors relate to resort performance.
Organizational Culture: Orgamizational culture 1s
normally perceived as the mtangible characteristics of an
organization. Dennison [14] defines organizational culture
as values, attitudes, commitments and beliefs shared
among organization members. Field and Davies [15] also
refer to culture as the behavior patterns and standards
that bind an organization together. Similarly, according to
Schein [16], organizational culture is a system of beliefs
shared by members of an organization and these beliefs
are expressed through symbols, ceremonies and myths
[17].

Martins and Terblanche [18] provide a detailed
of organizational culture. They separate
organizational culture mto the subconscious
manifestation levels. On the subconscious level, culture

review
and

15 embedded i values and beliefs shared among
members; as such, this level of culture 1s less visible. On
the mamfestation level, culture 1s visible in the form of
attitudes
organizational culture as organizational values and

and behavior. Other researchers describe
practices. Willhams et al’s [19] plrase “the way we think
about things around here’ refers to organizational values,
whereas the phrase ‘the way we do things around here’
refers to organizational practices. Organizational values
are like a personality - a hidden but unifying theme that
provides meaning and direction and ultimately mobilizes
an organization [20]. Values are thoughts that are
held by commumty members [21]. In
organizational practices can be observed
directly through the behavior and the speech of
members [21]. Organizational values can be distinguished
from practices; the former acts as an invisible force behind
the latter [20].

commonly
contrast,
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In short, there are two main types of organizational
culture: organizational values, which are mvisible and
organizational practices, which are visible. The latter is the
manifestation of the former. The following will provide a
detailed explanation of organizational values and

practices.

Organizational Values: Some authors have defined
culture as the collective programming of the mind [22, 23]
that distinguishes the members of one category from
another. This defimtion stresses that culture 1s mental
software, which is therefore invisible and intangible.
Becker and Geer [24] define culture as a set of
understandings around which action or a system of
meanings shared by a group of people [25] is organized,
these are clearly relevant and specific to a particular group
and they are also passed on to new members. Hofstede
[22] notes that these values are learned during early
childhood and are unlikely to change throughout the
person’s life.

One of Hofstede’s [22] dimensions of orgamzational
value is the power distance index (PDI). House, Hanges,
Javidan, Dorfman and Gupta [26] extend this concept,
describing it as the degree to which members of a
collective expect power to be distributed equally. In
organizational terms, it reflects the extent to which an
organization accepts and endorses authority, power
differences and status privileges [24]. In the Malaysian
context, people are more inclined to observe ceremonies
and protocol; this indicates respect for elders and those

m positions of power and authority, to whom
subordinates are expected to be loyal [27].
Hofstede [22] also employs the uncertamty

avoidance index (UAT) dimension, which indicates the
extent to which people feel threatened by uncertain
situations [28]. House e al. [26] explains this dimension
as the degree to which a society or organization relies
on soclal norms, rules and procedures to decrease the
unpredictability of future events. Uncertainty-avoiding
try to mimmize the possibility of such
situations via strict laws and rules as well as safety and

cultures

security measures [22]. Uncertainty-accepting cultures, on
the other hand, are more tolerant of opimons that are
different from what they are used to; they try to have as
few rules as possible [22]. Abdullah [27] mentions that
Malaysians generally have higher uncertainty avoidance;
they tend to avoid taking risks. They do not like change,
as shown by their “take it easy” lifestyle and behavior;
they prefer to do things according to their culture and
beliefs [27].
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House et al [26] correspondingly construct
dimensions of organizational value called performance
orientation, humane orlentation and assertiveness.
Performance orientation is the extent to which a
community encourages and rewards innovation, high
standards and performance improvement and excellence
[26]. Humane orientation, on the other hand, 1s the degree
to which an orgamization or society encourages and
rewards individuals for being fair, altruistic, friendly,
generous, caring and kind to others [26], whereas
assertiveness 1s the degree to which individuals are (and
should be) assertive, confrontational and aggressive in
their relationships with others [26].

Based on the qualitative study by Kyriakidou and
Gore [12], we present another dimension known as
knowledge-sharing value, which 15 the extent to which
individuals in an organization are willing to share the

knowledge that they have acquired or created [29].

Organizational Practices: This type of organizational
culture can be observed directly through the behavior and
the speech of organization members [21]. Organizational
practice 13 considered to be based more on differences in
norms and shared practices that are learned at the
workplace and considered valid within the boundaries of
a particular organization [22].

In hus study on organizational practice, Hofstede [30]
points out a dimension known as job-oriented vs.
employee-oriented perspective. Job-oriented practices
assume responsibility for employee job performance only.
An organmization that adopts such practices puts a great
deal of emphasis on jobs [30]. On the other hand,
employee-oriented  practices  assume a  broad
responsibility for employee well-being [31].

The second dimension pomnted out by Hofstede [30]
15 tight vs. loose control. It deals with the degree of
formality and punctuality within the organization. In
loose-control units, people think that no one is concerned
about costs, meeting times are only approximate and jokes
about the organization and job are frequent. People in
tight-control units describe their work environment as
cost conscious, meeting times are specific and jokes
about the company or job are rare [30].

Pragmatic vs. normative strategy 1s the third
dimension utilized by Hofstede [30]. This dimension
describes the firm’s prevailing way (flexible or rigid) of
dealing with the environment and particularly with
customers. To pragmatic people, achieving results and
meeting customer needs are more important than
following procedures [30]. On the other hand, units
involved in the application of laws and rules may lean
towards the normative (rigid) side [32] and perceive their
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task as implementing sacred rules. Moreover, for this
group, followmng orgamzational procedures is more
umportant than results [30]. This dimension measures the
degree of 'customer orientatiory, which 1s a highly popular
topic in management literature [32].

Because this study 1s done in a lake area, we present
another dimension, known as environmentally friendly
practices. Industry and other groups began to develop
their own environmental improvement initiatives in the
late 1980s. These initiatives were called environmental
management practices (EMP). Using a similar theory, we
identify environmentally friendly practices as reflecting
the degree of concern for the environment and the
strategies used by the industry to address environmental
problems.

Financial Performance: Orgamzational performance 1s
umportant for every orgamzation. According to Daft [33],
organizational performance 1s an orgamzation’s ability to
attain its goals by using resources in an efficient and
effective manner. There is no single measure that can
provide a clear indicator of organization performance.
Nevertheless, the most common performance indicator for
practitioners and researchers in tourism is financial
performance, which includes profit growth and room
occupancy rates.

Data on firm performance can usually be obtained
either from published sources (secondary data) or directly
from the firm (primary data) [34]. However, objective data
on the performance of small enterprises (including
ecotourism resorts) 1s usually not available because most
small enterprises are privately held and the owners are
neither required by law to publish financial results nor
usually willing to reveal such information voluntarily to
outsiders [35]. For this purpose, the resort’s profit growth
over the last 3 years and room occupancy rates will be
used from the primary data as financial performance
indicators. This kind of data is not confidential because
we are only interested m the percentage of profit growth
and the percentage of rooms occupied. These data are
obtamed from the managers or employers of each resort,
at which only one employer or management-level staff
member will be surveyed.

Methodology

Survey: This study focuses on resorts in the lake-based
ecotourism area around Take Kenyir, Terenggamu.
The sampling frame was drawn from the list of resorts
from the Terengganu Tengah Development Authority
(KETENGAH). After telephone mterviews, seven out of
elght resorts agreed to participate in the study. The target
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respondents for this study are the employers and
employees of these seven resorts. In-person surveys were
conducted with all employees and employers at the
resorts and the respondents were asked to complete and
return the questionnaire to the surveyor immediately to
ensure a higher response rate. At the end of the survey,
token of appreciation was given to the top administrative
officer at each of the resorts.

Survey Instrument: For this study, data were collected
using questionnaires that were divided mto three
sections. The first section was used to assess the profile
of the respondents. The second section was on
organizational culture and the last section was on resort
profiles and performance. The survey mstrument used n
the second section used a four-point scale ranging from
‘strongly agree-(4)” to ‘strongly disagree-(1)” to reduce
respondents” willingness or capacity to fake their answer
[36].

The mstrument for evaluating organizational culture
was adopted from Geert Hofstede’s 1970 survey at IBM in
which he investigated the influence of national culture.
Similarly, we use items from Robert House’s 1990s
research on the telecommunications, food processing and
finance industries (seen as an extension of Hofstede’s
work). Still, this research does not consider either the
hospitality or the service industries.

Findings by Kyrnakidou and Gore [12] on
organizational culture in medium-sized enterprises (SME)
in the hospitality, tourism and leisure industry have
proven that firms within the industry share certain
elements of culture mcluding the dissemination of
information and open communication among members.
With that in mind, this study explores mstruments used in
a knowledge-sharing culture. Therefore, we also
incorporate instruments used by Jaw and Liu [37] and
Bock et al. [38] in their studies of knowledge-sharing in
Taiwan and Korea. To ensure that the instruments also
cover lake characteristics, we consider the environmental
management practices (EMP) used by Al-Shourah [39].

RESULTS

Profile of Respondents: Table 1 shows the demographics
of the respondents. As can be seen from Table 1, the
gender distribution was 31.4% female and 68.6% male. The
highest percentage of the respondents’ fell into the 25-34
year age group, with 47.0% 1n this group, followed by the
18-24 vear age group at 36.7%. The majority of the
respondents were single, with 32.9% in this group,
whereas 41.2% are married. A variety of positions at
resorts were reported by the respondents.
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Orgarizational Culhare . Resort Performance
(Independent Variables) (Dependent Variables)
v | v v
Organizational Value Organizational Practice Tangible Performance
-Performance Orentation -Sustamable Practice - Anmual Profit Growth
-Employees Characteristics -Pragmatic v Normmative - Rate of Room
“Resort Characteristics -Tightly S, LOOS@Y* Occupancy
-Knowledge Sharing Hierarchy* || -Ecotourism Traits
-Job Concern
*discarded (3<0.5)
Fig. 1: Conceptual Framework
Table 1: Profile of Respondents
Variables Frequency (5) Percentage of total (@6)
Gender Male 35 68.6
Female 16 314
Age 18-24 18 36.7
25-34 23 47.0
35-44 3 6.1
45-54 82
55-64 2.0
2 39
Race Malay 49 96, 1
Chinese 1 2.0
Tndian 1 2.0
Marital Status Single 27 52.9
Married 21 41.2
Divorced 3 5.9
Education Qualification Primary Education 10 19.6
Secondary Education 23 45.1
Tertiary Education 11 21.6
13.7
Position in Resort Manager 6 11.8
Clerk/Operator 13 25.5
Other 26 51.0
6 11.8
Where are you from? Local people 32 62.7
Outsiders 17 333
2 3.9

The positions with the highest frequency were
“other”, with 51.5%, followed by clerk/operator with
25.5% and manager with 11.8%. Of the respondents,
45.1% had achieved secondary education, whereas 21.6%
had completed their tertiary education and 19.6% had
been exposed to only primary education.

Evaluations of Organizational Value and Practice:
In this study, a four-point scale (strongly agree-4 to
strongly disagree-1) was used [36]. For data analysis
purposes, the following specifications adapted from
Alston and Miller [40] are utilized in interpreting the data
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in Table 2; 1.0-1.49=Strongly Disagree, 1.5-2.49=Disagree,
2.5-3.49=Agree, 3.5-4.0=Strongly Agree.

From Table 2, we can deduce that the respondents
strongly agree (mean=3.54) with the following statement:
“In this resort, managers should be encouraged to
reward performance”. The respondents also agree with
all the other statements listed because their means
range from 2.5 to 3.49; the only exception 1s “This resort
emphasizes on traditional dress code”, for which the
mean 1s 2.25, indicating that the respondents disagree
with this statement. Based on Table 2, we can also
see that performance orientation scored the highest of
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Table 2: Descriptive Statistic of Dimensions and Ttemn

Dimensions and Item Mean Std. Deviation N
Organizational Value

Performance Orientation 3.34 .508 51
In this resort, employees should be encouraged to be innovative 3.38 602 51
In this resort, employees should be encouraged to strive for continuous improved performance 336 663 51
Tn this resort, managers should be encouraged to reward performance 354 579 51
Tn this resort, job requirement and instriction should be spelled out in detail 338 667 51
In this resort, staff should be explicit and straight forward in communicating 3.00 728 51
Employee Characteristics 3.03 523 51
In this resort, staff should be very assertive (firm) 2.92 724 51
T have a good relationship with my direct supervisor 312 A80 51
Resort Characteristics 3.02 .616 51
Tn this resort, there should be tolerance for breaking the niles or laws 2.90 614 51
A resort structure should avoid certain employee having two bosses 3.10 .839 51
Organizational Practice

Environmental Practices 3.18 496 51
I often share information regarding the ethics of this ecotourism area with visitors 3.14 734 51
Our employ ees support environmental programs 3.32 .601 51
T often actively share my knowledge concerning work with my co-workers 3.09 563 51
Pragmatic vs. Normative 3.00 686 51
Quality always prevails over quantity in this resort. i 655 51
This resort emphasizes tasks related to satisfying customer needs more than procedures 3.07 .818 51
Ecotourism Traits 2.69 .583 51
This resort emphasizes traditional dress codes 2.25 .839 51
Tn this resort, T would express my opinion actively 3.05 608 51
Job Concern 2.83 486 51
The resort management. is not concerned about the personal problems of its employees 2.73 817 51
Evervone is cost conscious here 2.86 795 51
Resort Performance 41.17 12.063 51

the dimensions, with 3.34 out of 4 (refer Table 2). This
shows that a performance-oriented culture prevails at
resorts that encourages mnovativeness and rewards
performance. Additionally, these resorts also emphasize
good communication. Here, however, ecotourism traits
had the lowest mean at 2.69 out of 4. This proves that
employees do not express their opinion actively at the
resorts.

Table 2 also shows that the cultural characteristics
that are favored at the resorts are performance orientation
(Mean=3.34), followed by environmental practices
(Mean=3.18), employee characteristics (Mean =3.03),
(Mean=3.02), pragmatic
normative (Mean=3.00), job concern (Mean= 2.83) and

resort characteristics vs.

lastly, ecotourism traits (Mean=2.69).

Pearson Product-moment Correlation: The relationship
between resort financial performance and organizational
culture (value and practice) was investigated using the
Pearson product-moment correlation coefficient, as it
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fulfills the conditions associated with this parametric
technique. Pearson's coefficient (r) measures the strength
and direction of a linear relationship between two
variables [41]. The coefficient (r) can only take on values
from -1 to +1 m which the sign indicates whether there 1s
a positive correlation between the variables (as one
variable increases, so does the other) or a negative
correlation between them (as one variable increases, the
other decreases) [42]. Cohen [43] suggests the
following guidelines for interpreting the coefficient:
r=20.10to 2£0.29 1s small, r=+0.30 to £0.49 1s medium and
r=+0.50 to £1.0 is large.

For organizational value, as shown m Table 3, there
was a small, positive correlation between resort financial
performance and employee characteristics, with a
Pearson's correlation coefficient of 1=0.236. As employee
characteristics improve, the performance of the resort also
improves. In this study, employee characteristics help to
explain nearly five percent of the variance in respondents’
scores on the resort financial performance scale.
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Table 3: Pearson Product-Moment Correlations between Financial Performance and CultureEcotourism Traits Job Concern

Performance Employes Resort

Measures Orientation Characteristics

Characteristics

Environmental Ecotourism

Practices

Organizational
Culture

Pragmatic vs.

Nermative Traits Job Concern

Orgamzaticnal Performance

Value Orientation
Employes 283"
Characteristics
Resort

Characteristics

313 153

Environmental 490" 121 065

Practice
Fragmatic vs

Organizaticnal

423" 111 414"

Normative

Ecotourism Traits 185 424" 087

Traits

Job Concern 056 -118 -106

216

149 100

152 045 -01z

847 %*
-.004

467
236

471
095

Orgamzaticnal Culture

Financial Performance

581%*
-186

. 5g%x
127

L3004

202 146 100

* Correlation is significant at the 0.05 level (2-tailed)
** Cerrelation 1s significant at the 0.01 level (2-tailed).

On the other hand, Table 3 also shows that
there i3 a small negative correlation between resort
financial performance environmental practices
with a Pearson's correlation of r=-0.186. This signifies that
when financial performance increases, environmental

and

practices decrease. Environmental practices help to
explain only three percent of the variance in respondents’
scores on the resort financial performance scale.

For pragmatic vs. normative practices, the Pearson's
correlation coefficient 1s 1=0.127, whereas ecotourism
traits have a score of r=0.202 and job concern has a score
of =0.146 (refer Table 3). The significance of r is strongly
mfluenced by the size of the sample [42]. In this study,
we found that the moderate correlations between resort
financial performance and organizational culture are not
statistically significant at p<.05 due to the limited sample

size (N=51).

Limitation of the Study and Future Studies: In this
research, performance 1s measured using only profit
growth and room occupancy financial
performance However, many other
performance indicators can be used m the future. Different

inputs might create different results that might be

rates as

indicators.

positively correlated with culture. Also, there might be
more dimensions of organizational culture to consider
than those used by Hofstede and House. Future research
on cross-organizational culture will be improved if other
cultural values and practices can be identified. The
validity of the research findings 1s somewhat limited due
to the inadequate number of resorts and respondents
mvolved in this study. Future research should cover more
lake-based resorts with more respondents.
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CONCLUSION

Before summarizing the contributions of this
study, we should remember that financial performance is
not the sole indicator of an organization’s performance.
Phillips and Louvieris [44] state that in the service sector,
reliance on accounting-based performance indicators has
been highlighted as mnadequate. Financial measures alone
were not sufficient to measure performance and other
factors i the new economy, such as competence,
knowledge, customer focus, operational efficiency and
innovation, were missing from traditional financial
reporting [45]. The findings of this study make several
to  ouwr understanding of
and their for

contributions
culture
ecotourism performance.
This study has recognized that one aspect of
organizational culture, practices,
negatively correlated with resort financial performance.
This resorts, auning implement
environmental practices utilize facilities and services that

unique

organizational implications

environmental 1s

15 because to
incorporate renewable energy, low-energy consumption
and recycling [46] as part of their environmental programs.
Moreover, ecotourism development should benefit
conservation [47] because it provides direct financial
support for conservation efforts intended to preserve,
protect, or restore what has been destroyed or nearly
destroyed [48]. Insufficient funding for management,
maintenance and inadequate infrastructure are some
factors that have caused environmental problems and
resource degradation in ecotourism sites [49].

The outcome of this study 1s considered practical to
the ecotourism resort industry because it provides an
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indication of how financial performance only is
insufficient in measuring performance for resorts,
particularly m the Lake Kenyir area. Our results support
the empirical research carried out by Geller [50], which
indicates that hotel companies in the 1S appear to take
advantage of a wide range of measures, including
behavior. The traditional
measures currently bemg used by hotel managers,
including occupancy percentages, profit indicators and

managerial performance

return on investment, are providing poor and misleading
signals and do not adequately support the needs of
today’s organizations [51].

Moreover, ecotourism resorts are small to medium-
sized enterprises (SME) for which financial data are
usually not available [35]. Hence, using a multiple
mndicator approach to operationalize firm performance
would be superior to using a single indicator [34].
This study supplies proof for resort managers and
operators that they should take mto account other
performance indicators that have significant pertinence to
their resort culture. Hopefully, this study will also benefit
resort operators, the government and the ecotourism

mdustry.
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