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Abstract

Tourism is a vital industry in south European countries, like Portugal, where outdoor tourism is growing. Understanding the
macroeconomic importance of outdoor tourism in the Portuguese economy, it is also noticeable there are fewer studies
regarding the profitability of outdoor companies. Therefore, this paper investigates the financial determinants influencing
the profitability of Portuguese outdoor tourism companies for the period 2010 to 2020. The results from an OLS regression
allow finding evidence that companies working capital and financial autonomy are positively related to company
performance. Moreover, size is negatively associated with the companies' performance in this industry. Leverage and sales
growth seem not relevant to ensuring outdoor companies' profitability. The results also show that companies' location is not
important in explaining the performance of outdoor tourism companies.
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Introduction

Different authors define outdoor tourism as nature-based tourism (e.g., Fennell, 2000; Nyaupane et al., 2004), ecotourism,
outdoor recreation, nature tourism (Bell et al., 2007) or active outdoor tourism (Buckley, 2009). Silvennoinen and Tyrvdinen
(2001) state that outdoor recreation refers to individuals' activities outside their locations and access to natural or green areas
as part of their everyday routines. In contrast, nature tourism refers to activities people enjoy when on vacation that focus on
engaging with nature and usually require an overnight stay. Outdoor tourism has been defined as "a behaviour that: 1)
involves voluntary participation in free time activity, 2) occurs in the outdoors, and 3) embraces interaction of people with
the natural environment" (Kulczycki & Liick, 2009, p. 167). It is affected by the natural environment, societal trends, and
political and economic factors (Job & Paesler, 2013). Therefore, outdoor tourism mainly includes nature-based tourism,
adventure tourism, and sightseeing (Noome & Fitchett 2019).

For Humberstone (2000, p. 21), the outdoor industry "provides or makes available outdoor opportunities for leisure and
recreational purposes, educational, youth and management training, and therapeutic purposes". Nagle and Vidon (2020)
added that the outdoor sector involves various service providers and facilities. Past research studies have suggested that
perceptions of service quality affect feelings of satisfaction, affecting loyalty and post-behaviours (Carneiro et al., 2016),
directly affecting the demand and supply. Indeed, the tourism industry results from the combination of demand and supply
characteristics at the national and international levels.
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Ecotourism and outdoor tourism are now generally recognised as the fastest-growing components of the tourism industry
and a means of achieving the ideals of sustainability and environmental protection (Valizadeh & Khoorani, 2019). Although
the most significant influence on outdoor tourism is climate and weather, it depends on two fundamental elements,
appropriate levels of environmental quality and suitable levels of consumer service (Eagles, 2002). Outdoor explorers are
drawn to these activities by a strong desire to immerse themselves in a natural, scenic outdoor setting and a desire to enjoy
life. In the last decades, there has been an increase in private turnout tourism companies and outdoor activities. So, it seems
reasonable that there should be a causal correlation between the quality of a tourism supplier's performance, customer
satisfaction, and the organisation's success (Baker & Crompton, 2000). The growth of the rural market, availability of special
equipment and sporting equipment for use in outdoor recreational activities, the rise in the people's living standards,
economic status, and overall level of life quality are some reasons behind the increase in outdoor recreational activities
offering companies (Astrapellos et al. 2010).

In fact, the economic and tourism industries are mutually beneficial. Seasonal changes impact this industry due to the nature
of the service and the type of clients. As a result, peak outdoor tourist service sales are directly linked to vacations and the
weather's suitability. Furthermore, there are numerous hidden costs associated with outdoor tourism that can have a negative
impact on profitability. There is no doubt that this tourism industry's profit and performance are sensitive to climate change,
economic conditions, and other factors. So, it is important to understand the determinants of companies' profitability in this
industry.

There is not much research on the factors that affect financial performance in turnout tourism companies. However, even
though these businesses face specific issues, the financial aspects that impact them are like those that affect tourism
businesses. In general, studies examining the factors that influence profitability have reported several factors in various
countries. However, they do not explicitly indicate which factors are the most important in firm profitability, even though
different factors have been established as determinants of profitability in different countries using various research methods.
This thesis also hopes to investigate the relative value of profitability determinants and identify the main factors influencing
outdoor tourism companies' performance in Portugal.

This paper aims to analyse the performance of outdoor tourism companies in Portugal from 2010 to 2019. Secondary data is
taken from the SABI database to analyse turnout companies' performance. A sample of 2,274 firms related to outdoor tourism
in Portugal. The quantitative research approach was applied to investigate the findings, considering EBIT/SALES as a
dependent variable. The variables firm size, sales growth, leverage, working capital, and financial autonomy are taken as
independent variables and location is taken as a dummy variable to measure the performance of the companies. From this
research work, the companies can understand the drivers and their relation to the companies' performance in Portugal.

This paper is divided into five sections. Later, this introduction follows the literature review regarding outdoor tourism and
factors affecting the companies' performance. Then, section 3 describes the data and the statistical methodology used. Section
5 presents the empirical results and its discussion. Finally, the last section concludes.

Brief Literature Review

The tourism industry grows in importance regarding contribution to GDP, jobs, and the balance of payments. It strongly
connects with tourism and recreational activities that significantly impact the destination, travel time, and quality (Valizadeh
& Khoorani, 2019). Seasonality is one of the industry's challenges, leading to profitability instability. The outdoor tourism
sub-industry inside tourism is growing with an important impact on the economy. Engaging in outdoor recreation activities
is also important to develop rural and green areas, impacting the local economy and industry professionals.

In the case of Portugal, tourism is a strategic industry for the economy and a potential driving force for economic growth,
but vulnerable to economic and financial crises. Indeed, tourism has developed as a significant industry in the Portuguese
economy over the last 30 years (Moreira, 2018). However, the tourism industry is experiencing important challenges due to
the global economic and Eurozone debt crises. Castro (2016) said that the impacts of the crises were more profound in 2009
than in 2012 and with different characteristics. Still, the Portuguese tourism industry rebounded fast and fully compensated
for the losses caused by the crisis. However, in 2020, Portugal faced another crisis like the rest of the world. Coronavirus
had a tremendous impact on the atmosphere of tourism globally (Sinulingga, 2021). Almeida & Silva (2020) explained that
the COVID-19 pandemic significantly influenced tourism and, as a result, the country's economy. Unlike earlier crises that
allow tourism operators in Portugal to diversify markets and tourist profiles, this pandemic has resulted in rapid and
unexpected interruptions in all activities. Despite the obvious obstacles that tourism operators confront, Almeida e Silva
(2020) found some opportunities: (i) the perception of Portugal as a safe, sanitary destination; (ii) the search for places with
a less massive tourist offer that combines the components of social and environmental sustainability; (iii) the greater
attractiveness of the Portuguese tourist sector to the elderly population; and (iv) the acceleration of the digitalisation of tourist
operations.
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The outdoor recreation studies have focused on three dimensions to conceptualise a recreational setting: physical, social, and
managerial (Margaryan, 2016). Another dimension is relevant to making the outdoor activities financially sustainable: how
activities are sold. Carneiro et al. (2016) state that the profile of participants and factors like ability requirements, group size,
client-to-guide ratio, access and remoteness, duration, equipment, and lodging impact adventure product structuring
attractiveness. Whence these factors affect the price per person. However, studies about the tourism industry are less focused
on companies' profitability and mainly focus on their economic contribution to the community and the economy (Carneiro
et al., 2016). These authors suggest that tourism economic sustainability is related to new jobs, implementing strategies to
increase the number of tourists or their average spending, and reducing the seasonality of tourism businesses and thereby
minimising revenue limitations. It is also vital to belong to tourism networks and clusters that can improve flexibility,
marketing information exchange, creativity, joining other networks, resource creation, and knowledge transfer between
stakeholders.

Indeed, it seems there are a lot of factors that can impact the profitability of companies. Several studies analyse factors that
influence the companies' performance. This study intends to improve the knowledge about the profitability of companies
operating in the outdoor tourism industry.

The size of companies can be an important point to analyse. Barbosa and Louri (2005) explain that larger firms can have
economies of scale and scope and may have advantages. However, these firms also have higher monitoring costs and
functional hierarchies. Also, smaller companies have higher flexibility. Although Israeli (2002), Cortés et al. (2007), and
Travanca et al. (2022) show that hotel size has a positive on the tourism company's performance, based on the characteristics
of the outdoor tourism industry, we expect that smaller companies have higher performance, like in Sami and Mohamed
(2014). Also, the study by Dimitri¢ et al. (2019) shows that size is an essential factor in tourism hotel companies in Portugal,
Spain, Greece and Croatia. The firm's age can also be an important factor. Agiomirgianakis et al. (2013) explain that older
firms have more experience and relationships than younger firms but a heavy bureaucratic organisational structure with lower
flexibility.

The firm's debt can determine its performance, and its effects can be opposed. Based on the Trade-Off theory, debt is
positively associated with performance because companies want to benefit from the interest tax deduction. Jang et al. (2008)
find this positive relation. However, because companies prefer to finance with internal resources with the Pecking Order
theory, there is a negative relationship between performance and debt (Myers,1984). Agiomirgianakis et al. (2013) analyse
the Greek tourism market and evidence that firms' size and age have higher profitability and that debt bank cost is negatively
related to profitability. Travanca et al. (2022) studied the Portuguese tourism industry and found that a firm's size and age
are positively associated with profitability and that debt is negatively related to profitability. Sales growth also must be
studied. Geroski et al. (1997) suggest that corporate growth reflects changes in the long-term profitability expectations. In
this way, Jang and Park (2011) evidence that sales growth is negatively related to profitability in the restaurant industry,
which means that growth delays profitability.

In addition, some authors analyse working capital as a factor important to understanding the firm's profitability. El-Ansary
and Al-Gazzar (2021) state positive and negative arguments to justify the relation between working capital and performance.
Based on that, they find a non-linear relationship between net working capital and profitability. Also, Bafios-Caballero et al.
(2016) and Altaf and Ahmad (2019) find an inverted U-shape relationship between working capital financing and firm
performance. Dimitri¢ et al. (2019) studied the determinants of hotel profitability in some countries around the
Mediterranean. They found that cash flow, total asset turnover ratio (except in Portugal), and solvency ratio (except in
Greece) positively impact profitability. Sami and Mohamed (2014) show that the localisation of hotels is an important factor
in profitability because each region can benefit from different amounts of investments, have different facilities and different
pro-tourism activities, and supported activities and types of equipment. Also, the region's notoriety and destination promotion
can be important. The authors find that hotels in scenic and coastal areas perform better. Also, Travanca et al. (2022) evidence
that companies operating in the most well-known Portuguese tourism regions have higher performance. So, this study tries
to find if the companies' location near the sea is relevant for profitability or if the countryside with more green areas for
outdoor activities is more suitable for higher profitability.

Methodology

This empirical research aims to identify and quantify the factors that may affect the performance of the turnout tourism
companies. Therefore, data from outdoor Portuguese tourism firms have been extracted from Bureau Van Dijke's SABI
database. Among the database, 2,274 firms were related to outdoor tourism when considering their leading sector of activity.
The population of 2,274 firms includes data covering ten years of activity from 2010 to 2019. However, not all variables
were found during the ten years of analysis. In this way, a final sample of 5.339 observations was considered in the study.
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The empirical study about Portuguese outdoor tourism companies' profitability follows the Ordinary Least Squares method
(OLS) estimation. The study focuses on Portuguese companies with activity in the turnout tourism industry and mainly tries
to understand the impact of companies' leverage, growth and location on companies' performance. To investigate the
performance of turnout companies in Portugal, the model estimated has the following specification:

PERFORMANCEij = B0 + B1.GROWTHij + B2.LEVERAGEij + 3.AUTONOMYij + [4.SIZEij )
+ B5.WCij + B6.LOCATIONij +

This model studies the performance as a dependent variable, and SIZE, SALES, LEVERAGE, WC, LOCATION and
AUTONOMY are the independent variables. p is the stochastic error term, and Bi are the coefficients of independent
variables. The variables are described below.

e PERFORMANCE;]j: This variable measures the financial performance (profitability) of each company i in period j
measured by EBIT (earnings before interest and taxes) divided by sales, like in Roffia et al. (2021).

e GROWTHij: The variable is measured by the sales increase of company i from year j-1 to the following year j in
percentage.

e LEVERAGEIj: This variable measures the financial leverage and is calculated using total company debt divided by
shareholder's equity of company i in year y.

e AUTONOMYij: This variable measures financial autonomy and is calculated by using shareholder's equity divided by
total assets of the company i in year y.

e WCij: The variable represents the working capital of the company i in year y.

e SIZEij: The firm size is measured by the total assets of the company i in year y.

® LOCATION;j: This is a dummy variable equal to one to identify the companies located near the sea. Based on Portuguese
geography, the population distribution and the green areas for outdoor activities, we categorise the location between "near
sea" and "interior — countryside".

Results

Table 1 shows the results of the OLS regression estimation for two different models. The first model uses all the variables
except the control variable that defines the company location as explanatory variables. The second model uses location as a
control variable, trying to explain if the location can impact outdoor companies' performance. This table displays the
estimated coefficients, their standard errors (in parenthesis), and each variable's statistical significance. The sample size, the
adjusted R-squared and the joint significance test (the F-test) are also registered in the table. As mentioned, the data collected
have 5.339 observations for the period between 2010 and 2019. The adjusted R-squared results allow understanding that the
variables used only explain between 7% and 8% (model 1 and model 2, respectively) of the changes in the profitability of
Portuguese outdoor companies. Indeed, other factors may also explain the performance of that companies. The F-test
indicates that the explanatory variables can form a good model — the test statistics are statistically significant for both models.
The results in both panels are corrected from potential heteroscedasticity problems. The White test was used to determine if
the variance of errors in a regression model is constant, indicating homoscedasticity indicated no such problem.

Table 1: Results of the OLS estimation for the factors affecting a firm's performance

Variables Panel 1 Panel 2
Estimated coefficients Estimated coefficients
Constant 0.267 0.225
(0.246) (0.286)
20,082 20,069
GROWTH (0.137) (0.152)
0.003 0.004
LEVERAGE (0.004) (0.004)
0.011 5 0.012 ##
we (0.001) (0.002)
20.161 # 20.167 #
SIZE (0.063) (0.064)
0.473 0.482
AUTONOMY (0.025) (0.025)
LocaTion | - 20,086
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(0.163)
Number of observations 5.339 5.339
Adjusted R-Square 0.072 0.076
F (t, n) 84.099 *** 72.930 ***

Notes: In parenthesis are presented the standard errors; ** statistically significant at 5%; *** statistically significant at 1%.
Source: Author's elaboration.

Regarding the multivariate results of the explanatory financial factors on the performance of turnout tourism companies,
both panels provide evidence that working capital and financial autonomy have a positive impact on the outdoor company
performance and that company size has a negative impact on the performance of these companies. Companies with more
working capital have a higher financial capacity for daily work (as explained by El-Ansary and Al-Gazzar, 2021) and manage
the seasonality of outdoor tourism. In the same way, companies with higher financial autonomy seem to have enough own
capital to deal with the financial requirements of the activity. In outdoor tourism, smaller companies have higher
performance, as mentioned in the Sami and Mohamed's (2014) study, which means that is more important the flexibility and
the lower functional hierarchies of these companies than the advantages of economies of scale and scope of larger firms, as
explained Barbosa and Louri (2005). The sales growth and leverage seem not statistically significant to explain performance.

Additionally, this study investigates the impact of the company's localisation on performance. The results show that it seems
not to be relevant to explaining outdoor tourism companies' performance. Although the countries' geography, the distribution
of population and the green areas could induce better performance in companies from the countryside.

Conclusion

This study analyses the financial factors that can impact the companies' performance in the outdoor tourism industry. This
empirical research deals with the issue of outdoor tourism and the elements to achieve companies' performance by studying
a sample of 2274 Portuguese companies' performance from 2010 to 2019. The estimation results provide evidence that
several factors can influence EBIT/Sales (performance measure used). This study shows that working capital and financial
autonomy positively impact outdoor company performance. Companies with more working capital are more prepared for
the challenges of outdoor activities, which positively impact performance.

Similarly, companies' financial autonomy seems to be important to increase the financial trust of the main stakeholders. The
company size is also important and is negatively related to performance, which signifies the importance of flexibility and
lower functional hierarchies. About the company localisation near the sea or in the countryside, the results evidence that it
hasn't any relevant impact on performance. These findings provide information to management to make decisions to ensure
the profitability of outdoor tourism companies. The implementation of this approach of analysis can assist policymakers in
distinguishing between relatively well-performing factors of outdoor tourist enterprises and those exhibiting signs of
financial trouble to identify those factors in financial difficulty early.
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