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Co-Creating Innovative Tourist Experiences: Towards an Integrative Framework 

Abstract 

Co-creating tourist experiences helps create value for the tourists resulting from their 

interactions with tourism service providers and the physical environment. However, the 

practices and procedures that drive the co-creation of innovative tourist experiences are still 

not clear. We address this research gap by combining the resource-based view (RBV) and 

service-dominant (S-D) logic to develop specific hypotheses about the mediating role of 

value co-creation in the process by which internal and external resource orientations impact 

radical and incremental innovations, which in turn influence tourist experience and outcomes 

(brand advocacy and revisit intentions). We find support for most of our hypotheses using 

partial least squares structural equation modeling (PLS-SEM) to analyze data from matching 

samples of 191 tourists and managers in tourism provider firms in India. Specifically, 

external (but not internal) resource orientation positively affects both incremental and radical 

innovations, which in turn positively impact tourist experience, brand advocacy and revisit 

intentions. Finally, value co-creation fully mediates the positive effect of internal (but not 

external) resource orientation on both incremental and radical innovations. These findings 

would help tourism providers design co-creative and innovative tourism strategies to manage 

and improve tourist experiences as well as their brand advocacy and revisit intentions. 

Keywords: incremental innovation; radical innovation; resource orientation; tourist 

experience; value co-creation 
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Introduction 

Tourism was ranked among the fastest growing sectors in the service industry before 

Covid-19 pandemic brought this sector to a grinding halt since early 2020 (Daglis & 

Katsikogianni, 2021). Now, as the whole world prepares to emerge from under the dark 

shadows of Covid-19 pandemic, service innovation is expected to play a vital role to help the 

tourism-based economies to recover from its devastating impact (Casais et al., 2020; Sharma 

et al., 2021). In fact, even before Covid-19 pandemic, the growing competition had forced 

destination marketing organizations (DMO) to explore innovative measures to create 

memorable experiences for tourists and to sustain the competitiveness of tourism destinations 

(Cavalheiro et al., 2020; Del Chiappa & Baggio, 2015; Neuhofer, 2016; Oxenswardh, 2018; 

Prebensen et al., 2018). Therefore, it is not surprising to see tourism organizations rely on 

innovative measures to stay relevant in a competitive environment while presenting their 

destinations in different ways to attract more visitors (Rejón-Guardia et al., 2020; Troisi et 

al., 2019; Zuñiga-Collazos et al., 2020).  

Being innovative also helps tourism service providers to improve their performance by 

addressing the tourists’ increasingly sophisticated and diverse needs, and ensuring 

availability of numerous tourist destinations and safety of the tourists, besides saving the 

tourists’ costs, time, and other resources (Artal-Tur, 2020; Satta et al., 2019). In this context, 

many tourism and hospitality firms have adopted co-creation of their services as an 

innovative practice, to provide their tourists with unique and engaging experiences (Tu et al., 

2018; Rihova et al., 2018). Co-creating tourist experiences also helps make customers 

familiar with the service environment and set their expectations for the services to be 

provided (Bhat & Sharma, 2021; Casais et al., 2020; Giaccone & Bonacini, 2019). Thus, co-

creation of tourist experiences is increasingly becoming critical for tourism providers to 

improve their performance (Font et al., 2021; Roy et al., 2020). 
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There is growing evidence about the role of value co-creation in service innovation, such 

as social innovation (Polese et al., 2018) and online platforms (Casais et al., 2020). For 

example, Polese et al. (2018) use ten interviews with Bed and Breakfast (B&B) owners to 

analyze their perception of the main dimensions of smart service ecosystems. Similarly, 

Casais et al. (2020) use a qualitative analysis of 30 in-depth interviews with hosts of peer-to-

peer accommodation (Airbnb) in Portugal, to highlight the importance of relationship 

marketing during the guests’ stay. However, most of these studies are either descriptive or 

conceptual; hence, in the absence of robust empirical studies, the process by which tourism 

providers can use their internal and external resources to co-create tourist experiences, still 

remains unclear (Mohammadi et al., 2020; Phi & Dredge, 2019). 

In addition, despite the growing popularity of service innovations, there is still no 

consensus about their impact on the performance of tourism companies, with doubts being 

raised about the process of digital transformation (De Bernardi et al., 2019) and the 

possibility of negative effect of innovation on organizational competitiveness (Zuñiga-

Collazos et al., 2020). As a result, the impact of co-created tourist experiences on important 

customer outcomes, such as brand advocacy and revisit intentions is also unclear. Finally, 

most current research on this topic also consists of qualitative and conceptual studies, which 

further limits their practical application and generalizability (Font et al., 2021; Sørensen & 

Jensen, 2019). We address all these research gaps in this paper. 

First, we combine the resource-based view (RBV) of the firm (Barney, 2001; Set et al., 

2017; Vo Thanh et al., 2020) and the service-dominant (S-D) logic (Mishra & Gupta, 2019; 

Troisi et al., 2019; Vargo & Lusch, 2004; 2008; 2017) to distinguish between the internal and 

external resource orientations of the tourism firms and hypothesize their influence on value 

co-creation. Next, we hypothesize the impact of value co-creation on the two types of service 

innovation, namely incremental and radical innovations (Martínez-Pérez et al., 2019; Satta et 
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al., 2019; Souto, 2015), and the influence of these innovations on tourist experience. Finally, 

we hypothesize the effects of tourist experience on two important tourist outcomes, namely 

brand advocacy and revisit intentions (Zhong et al., 2017). Figure 1 shows our conceptual 

model with all these hypotheses. 

We tested all our hypotheses in the context of a co-creative virtual platform as a service 

innovation to enhance the tourist experience using the data collected from a matching sample 

of 191 tourists and service providers in India just before the Covid-19 lockdowns (January – 

March, 2020). We adapted well-established scales to operationalize all the constructs 

included in our conceptual model and found support for most of our hypotheses using partial 

least square structural equation modeling (PLS-SEM) technique with Smart PLS-3. We begin 

this paper with a review of the relevant literature on all the constructs included in our 

conceptual model and then develop specific hypotheses about their relationships with each 

other. We then describe our empirical study, data collection and analysis. Finally, we discuss 

the theoretical and practical implications of our results and the limitations of this study along 

with some useful directions for future research in this area of growing importance. 

Literature Review and Theoretical Background 

Resource-Based View (RBV) 

The resource-based view (RBV) argues that a firm becomes more competent than its 

rivals if it develops valuable, exceptional, non-imitable resources that cannot be substituted 

and which help the firm achieve competitive advantage through superior performance 

(Barney, 2001). This view has been applied in the tourism context to study topics, such as 

management practices used by tourism firms (Set et al., 2017) and the role of organizational 

ambidexterity (Vo Thanh et al., 2020). Past research identifies two extensions of resource-

based view: (i) the nature of the organization and (ii) the combination of an organization’s 



5 
 

resources and processes, to study the attributes of distinctive competitive advantages. While 

the early view of RBV focused on the diverse nature of the resources, recent studies explore 

the combination of these resources and their multiple uses (Varadarajan, 2020).  

RBV framework has also been used for developing competitive resources in tourism 

(Evans, 2016; Line & Runyan, 2014; Pyke et al., 2016). However, few studies explore the 

need for tourism firms to optimize their internal and external resources to improve their 

performance and offer mixed evidence (Set et al., 2017; Vo Thanh et al., 2020). For example, 

Satta et al. (2019) use a systematic literature review to show conflicting results about the 

impact of green and sustainable innovation in the tourism industry. Similarly, Zuñiga-

Collazos et al. (2020) find a negative effect of innovation on the competitiveness of tourism 

companies in Colombia, whereas Lentu et al. (2021) find a positive impact of resource 

orientation on the performance of publicly owned hotel enterprises in Kenya. We argue that a 

possible reason for these mixed findings could be that prior studies do not distinguish 

between different types of resources (internal vs. external) used by tourism firms despite 

significant differences in their nature and impact on firm performance. 

Internal Resource Orientation 

The internal resources orientation refers to an organization's internal competencies to be 

detected and used to achieve innovative outcomes (Baker & Nelson, 2005). Specifically, 

based on empirical evidence, Baker and Nelson (2005) show that whenever the resources are 

combined for a new purpose, it leads to new and advanced services from existing resources. 

Salunke et al. (2013) also point out that project-oriented firms can recombine and employ 

available resources with the help of entrepreneurial skills to achieve service innovation, 

which enhances their competitive advantage. This is termed “collective bricolage”, wherein 

the organizations engage with each other and collaborate in communication and learning to 

mutually form the growing bricolage practices (e.g., O’Regan, 2015). As an example of 
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internal resource orientation in tourism context, Sørensen & Jensen (2019) show that 

including front-line employees in innovation processes may help tourism companies to go 

beyond service production and create new experiential value. However, this would require 

suitable organizational structures and mind-sets to support front-line employees’ efforts and 

to encourage their creativity through specific activities, such as facilitated workshops. 

External Resource Orientation 

The collaboration of a firm with its external partners, which involves interactions and 

mutual exchange of their assets (Faems et al., 2005), forms the basis of external resource 

orientation of a firm. Vargo and Lusch (2008) define external resource orientation using their 

service-dominant (S-D) logic wherein all the co-creators of services are involved in mutual 

processes to bring out innovation in the customer offerings (Font et al., 2021). Many firms in 

the tourism sector display external resource orientation by looking beyond their internal core 

competencies to tap into external collaborations and inter-organizational partnership, which 

allows them to share tangible and intangible resources with complementary objectives and to 

reap profits from such efforts (El-Kassar & Singh, 2019; Wood & Stierand, 2017). 

Value Co-creation in Tourism 

Value co-creation refers to “the act of creating products and services through the 

collaboration between customers, managers, employees and other beneficiaries of the 

company” to create value for everyone involved (Ramaswamy & Gouillart, 2010, p. 4). The 

concept of value co-creation has established a new relationship between producers and 

consumers in the services sector (Jaakkola et al., 2015). In the tourism industry, value co-

creation is essential to create different kinds of experiences (Sugathan & Ranjan, 2019; 

Buhalis & Foerste, 2015; Campos et al., 2018). In such a value co-creation process, the 

tourists are the co-creators of value (Hwang & Han, 2014). In fact, at times, they are even the 
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sole creators of value (Rihova et al., 2018), contributing significantly to the sustainable 

growth of the tourism organization (Tuan et al., 2019).  

Organizations design value co-creation strategies by involving their customers to 

personalize services to maintain long-term personal relationships and gain competitive 

advantages (Prahalad & Ramaswamy, 2004). Notably, this happens frequently with tourism 

organizations. In fact, for these organizations, the value co-creation process starts before, is 

sustained during, and even after the travel. Collaborative value co-creation effectively offers 

an integrated tourism service to ‘holistically’ understand the tourists’ experience (Räikkönen 

and Honkanen, 2013). However, most studies in tourism area explore value co-creation either 

from a theoretical or an applied perspective (Campos et al., 2017; Prebensen & Xie, 2017; 

Sugathan & Ranjan, 2019), leading to calls for more empirical research in tourism context. 

Service Innovation 

Service innovation is defined as a multidimensional construct, that may involve ‘radical’, 

‘Ad-hoc’, ‘improvement’, ‘incremental’, ‘recombinative’, ‘exploratory’, ‘exploitative’, 

‘supportive’, and ‘interactive’ innovations (Gregor & Hevner, 2017). In today’s fast-paced 

world, organizations must stay on top by constant innovation to enhance their appeal to their 

customers. Thus, service innovation results in value creation and it may boost market 

performance, customer value, and efficiency (Satta et al., 2019; Sørensen & Jensen, 2019; 

Troisi et al., 2019; Vo Thanh et al., 2020) across diverse service settings (Pinto et al., 2017; 

Sørensen & Jensen, 2019), including tourism context (e.g., Cortese et al., 2019). Most 

organizations practice ‘incremental service innovation’, which involves minor improvements 

in their products, services or processes to achieve marginally better results (Myhren et al., 

2018). By contrast, ‘radical service innovation’ represents primary changes in their offerings 

that result in dramatic improvements in performance (Martínez-Pérez et al., 2019).  



8 
 

In other words, radical service innovation aggrandizes existing systems, procedures or 

products and replaces them with newer ones, thereby providing higher customer benefits 

(Wallin & Fuglsang, 2017). However, globalization has led to deregulation and increased 

competition in the tourism sector, and the tourist profile has also changed. Tourists have 

become more experienced and informed. Information and Communication Technologies 

(ICT) is probably ‘the strongest driving force for changes in tourism’ (Troisi et al., 2019). 

Therefore, tourism organizations must do something creative, innovative, and cost 

completive to remain in the competition. However, there is a paucity of studies that separate 

the impact of the two forms of service innovation, namely, radical and incremental 

innovation. In this study, we focus on both, incremental and radical service innovations, due 

to their wide usage under diverse tourism settings. 

Tourist Experience 

Tourism service providers offer a wide range of products and services, which leads to a 

unique experience, including innovative service encounters (Sørensen & Jensen, 2019), new 

technologies for smart tourism (Giaccone & Bonacini, 2019), and smart service ecosystems 

(Troisi et al., 2019). Tourist experiences are generally the outcome of visits, which impact the 

image of destinations. Indeed, destination marketing organizations (DMOs) aim to maintain 

and enhance positive and memorable tourist experiences, which deliver a practical outcome 

(Neuhofer, 2016; Prebensen et al., 2018). Tourism firms and their customers co-create the 

value of the experience not just by their presence but also by considering the more extensive 

physical and social context of what is being experienced (Hoarau-Heemstra & Eide, 2019; 

Hoarau & Kline, 2014). Considering the journey of a tourist in all its phases, including 

before, during, and after the visit to a tourist destination, tourist experience is developed at all 

the contact points during this interactive process (Majboub, 2014; Neuhofer, 2016; 

Oxenswardh, 2018; Prebensen et al., 2018). The tourist experiences are further connected to 
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tourists through various stakeholders such as other tourists, governments, service providers, 

and local communities. Hence, destination marketers and relationship managers of tourism 

companies need to concentrate on the tourist experience of customers entirely instead of 

focusing on just the core services (Jaakkola et al., 2015). 

Conceptual Model and Hypotheses Development 

Resource Orientation and Service Innovation 

Novel services are offered based on the firms’ resource orientation as part of the business 

strategy as service employees and resources help bring out a wide array of distinguished 

services (O’Regan, 2015). The new services are the outcome of innovations, and that new 

competencies and skills are formed together with the firm’s existing resources. This implies 

that the firms have to create exclusive, matchless, valuable, and new competencies to gear up 

their growth and help stay highly competitive (Baker & Nelson 2005). Radical innovations 

bring uniqueness into the products, and processes (Martínez-Pérez et al., 2018). Radical 

innovations can be brought by combining and applying creative and unique ideas and 

knowledge distant from the firm’s knowledge base. Contrary to this, incremental innovations 

are likely to be determined by exploiting knowledge domains close to the tourist firm (Souto, 

2015). However, irrespective of these differences between the two types of innovation, we 

expect both of these to be positively influenced by internal resource orientation, as follows: 

H1:  Internal resource orientation positively affects a) incremental and b) radical innovation 

in tourism services. 

Firms rely on external resources to develop or create new ideas (Faems et al., 2005). 

Since scarcity of resources is inevitable while offering services, firms have to collaborate 

with other external resources through networking (Äyväri & Jyrämä, 2017). Kim and Lui 

(2015) explore how firms can get the right to use resources that are not internal to the 
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organization and aid innovation through network collaborators. Past research shows a 

collective impact of external resource orientation on innovation in tourism context, such as 

green innovation and sustainable tourism (Satta et al., 2019) and the management practices of 

small and medium tourism companies (Set et al., 2017). Hence, we hypothesize as follows: 

H2: External resource orientation positively influence a) incremental and b) radical 

innovation in tourism services. 

Resource Orientation and Value Co-creation 

A firm’s ability to gather resources is a crucial determinant of its value co-creation (Plé, 

2016), as suggested in the seminal work by Vargo and Lusch (2008, p.3), who note that 

“organizations exist to integrate and transform micro-specialized competencies into complex 

services that are demanded in the marketplace”. Therefore, resource facilitators are associated 

with integrators in the value creation process (Vargo & Lusch, 2008). Similarly, studies show 

that services are created by integrating and applying resources with the employees closely 

involved in the value co-creation process. Value co-creation is based on simultaneous 

production and consumption and it implies that it is impossible to deliver services without the 

active involvement of customers. Regarding resource orientation integrated with value co-

creation, it is clear that most organizations accurately integrate and use resources by forming 

a team of customers and resource partners (Zeithaml et al., 2009). Thus, value co-creation can 

be a tactical strategy to create new services with a combination of various resources, such as 

information and communication technologies - ICT (Troisi et al., 2019). Drawing on the 

above, the following hypotheses are formulated: 

H3: a) Internal and b) external resource orientations positively influence value co-creation. 

Value Co-creation and Service Innovation 

Research on service innovation shows that organizations have to work in collaboration 
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with various alliances that are strategic or other distribution forms to stay ahead of their 

competition and to remain relevant in the marketplace (Goossen, 2016). For example, value 

co-creation positively influences service innovation depending upon the collaborative 

partner’s compatibility and strength of business relations (Santos-Vijande et al., 2018). Firms 

also undertake various collaborations such as engaging services of consultancies, 

collaborating with universities, and developing research and development (R&D) cells as 

partners to increase their ability to cope with the competition and to gain a competitive 

advantage through innovation (Jaakkola et al., 2015; Vargo & Lusch, 2017). Therefore, 

H4: Value co-creation positively influences a) incremental and b) radical innovations in 

tourism services. 

Service innovation can be understood as changing the customers’ role and value-creation 

processes (Vargo & Lusch, 2017). Innovation manifests as a change in the company's 

competencies, the competencies of the customer, the prerequisites of the offering, or what the 

customer co-creates. Both of these conceptualizations of service innovation are independent 

of the offering’s degree of tangibility and focus on the role and value-creational processes of 

the customer. Additionally, previous research also confirms the positive impact of value co-

creation and resource collaboration on the effectiveness of innovative strategies (Vespestad & 

Gressnes, 2021). Accordingly, we hypothesize as follows: 

H5: Value co-creation mediates the positive influence of internal resource orientation on a) 

incremental and b) radical innovations in tourism services. 

Moeller (2008) argues that resource integration requires incorporating an actor’s 

resources into the company’s resources, while Vargo and Lusch (2008) also confirm that 

resource integration is not a unidirectional process but is a multidirectional process with a 

many-to-many view. Within this view, Polese et al. (2018) show that the primary mechanism 
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of value co-creation process is resource integration from several actors as per their needs, 

expectations, and capabilities. In this context, Sun et al. (2020) show that value co-creation 

mediates the impact of corporate social responsibility on customer loyalty. Similarly, Yousaf 

(2021) finds green value co-creation as a mediator between green dynamic capability and 

green innovation. Accordingly, we argue that the resource orientation of tourist operators 

would need to result in value co-creation with their customers in order to full capitalize their 

impact on their ability to adopt service innovations. Accordingly, we hypothesize as follows: 

H6: Value co-creation mediates the positive influence of external resource orientation on a) 

incremental and b) radical innovation in tourism services. 

Service Innovation and Tourist Experience 

In this era of globalization, innovation has emerged as the critical determinant of 

sustaining the competitiveness of tourist destinations (Hjalager, 2014; Satta et al., 2019; 

Sørensen & Jensen, 2019). Past research on the role of innovation in tourism explores the 

tourism firms’ collaboration with their customers for innovation and value co-creation 

(Carbonell & Rodríguez-Escudero, 2014; Greer & Lei, 2012). Generally, innovation has 

become critical as the nature of tourism services has undergone a sea change, and the 

complexity of the services has increased. Service providers have made some efforts to 

optimize resources to create experiences for tourists and tourists, which have resulted in 

positive tourist evaluations (Artal-Tur, 2019; Hjalager, 2014; Satta et al., 2019; Sørensen & 

Jensen, 2019). Accordingly, we hypothesize a positive influence of incremental and radical 

innovations of tourism services on the co-creative tourist experience, as follows: 

H7: a) Incremental and b) radical innovations positively influences tourist experiences. 

Tourist Experience, Brand Advocacy, and Revisit Intentions 

Brand advocacy is an indispensable tool widely used in marketing by successful tourist 
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firms due to its positive impact on consumer-brand identification, customer satisfaction, 

brand loyalty, and re-purchase intention (Kankam-Kwarteng et al., 2021). For example, 

positive tourist experiences encourage tourists to share those with others, thus helping 

promote and build trust in the brand (Kumar & Kaushik, 2020). Thus, ‘brand advocacy’ 

serves as a vital cog, via positive word of mouth, through reviews and feedback shared online 

and offline (Hudson et al., 2015). Brand advocacy also helps generate demand, increase sales, 

ward off competition, and retain profitable customers (Bilro et al., 2019) as well as improve 

customer-based brand equity (CBBE), customer engagement (CE), brand loyalty, brand 

engagement, and emotional attachment (Bhati et al., 2020).  

Similarly, tourists’ revisit intentions ensure an enduring success of the tourism destination 

and increases the revenues for the tourist firm (Prayag et al., 2021). The revisit intentions 

indicate the visitor’s desire to return to the same place (Wu et al., 2017). We argue that when 

tourists have a pleasant experience of services from their service providers through various 

channels, it may lead to brand advocacy and enhance their revisit intentions in future. In other 

words, when tourists receive a good experience, they may feel attached with the tourism 

brand and the destination, which in turn would lead to brand advocacy and revisit intentions. 

Accordingly, we offer our final hypotheses, as follows: 

H8: Tourist experience positively influences a) brand advocacy and b) revisit intentions. 

Figure 1 shows the conceptual model with all the hypotheses. 

<Insert figure 1 about here> 

Method 

Sampling and Data Collection 

Tourism has been one of the growing sectors in the Indian economy, as reflected by its 

6.8% contribution to the GDP and 8% to total employment in 2019 (Dash & Sharma, 2021). 
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The Indian tourism sector is predicted to grow at an annual rate of 6.9% to $460 billion by 

2028, which would be 9.9% of GDP. Therefore, it is not surprising to see Indian tourism 

operators trying to develop creative and innovative offerings to meet the tourists’ changing 

needs (O’Regan, 2015; Satta et al., 2019), which makes India an appropriate setting for this 

study. The sample includes the top ten tourism companies in India and others established at 

least five years before this study to ensure they had sufficient experience in the Indian 

tourism market. Moreover, only those firms were selected that had provided a new service or 

service delivery system to their clients at least once within the last three years.  

We collected data from two matching sets of respondents; first, the managers of Indian 

tourist companies, and second, the tourists who used the services provided by these tourist 

companies. Only those tourist managers were selected who had worked for at least five years 

as a manager in the tourism industry and were involved in new service development process. 

Finally, a matching sample of tourists was selected based on their actual experience with one 

of the innovative services offered by each tourist company included in the sample. We 

approached 330 respondents meeting the above criteria and received 191 completed 

questionnaires (59% response), which meets the minimum sample size (five times the 

number of indicators), recommended by Hair et al. (2017). Table 1 shows the sample profiles. 

< Insert table 1 about here > 

Measures 

A structured questionnaire with two parts was used to collect the data. The first part was 

completed by the tourist managers for resource orientation, value co-creation, and service 

innovation, and the second by the tourists for tourist experience, brand advocacy, and revisit 

intentions. All the constructs were operationalized using items adapted from existing well-

established scales. For example, internal resource orientation was measured with five items 
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adapted from Baker and Nelson (2005), and external resource orientation with four items 

adapted from Faems et al. (2005). Similarly, five items each for incremental and radical 

service innovation were adapted from Avlonitis et al. (2001). Tourist experience was 

measured with the 14-item customer experience scale (Yi & Gong, 2013) and value co-

creation with four-item scale adapted from Zhang and Chen (2008). Finally, brand advocacy 

was measured with two items adapted from Brown et al. (2005) and Ahearne et al. (2005) and 

revisit intentions with two items taken from Stokburger-Sauer (2011). All the scales use a 7-

point Likert scale (1 = strongly disagree and 7 = strongly agree). Table 2 shows all the scale 

items and their psychometric properties. 

< Insert table 2 about here > 

Data Analysis and Results 

Partial least square structural equation modeling (PLS-SEM) technique with Smart PLS-3 

was used to analyze the data as it is appropriate for relatively smaller sample sizes and where 

the main aim is to test the predictive power of the conceptual model and to explain the 

variance in the outcome variables (Hair et al., 2017). We used bootstrapping with 5,000 sub-

samples (Hair et al., 2017) and also tested the reliability and validity of all the scales, using 

Cronbach’s alpha, composite reliability (CR), and average variance extracted (AVE), as 

shown in Table 3. All the outer loadings are higher than 0.60, which along with Cronbach’s 

alpha and CR values higher than 0.70 and the AVE values are higher than 0.50, confirms 

convergent validity (Hair et al., 2010). Multicollinearity is not a problem in the study as all 

the variance inflation factor (VIF) values are less than 5. Finally, we assessed discriminant 

validity using the Fornell–Larcker criterion and cross-loading of all the construct items. As 

shown in Table 4, the square roots of the AVE of each latent construct are higher than its 

correlations with all the other constructs (Fornell & Larcker, 1981). 
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< Insert tables 3 & 4 about here > 

Common Method Bias 

We used a survey-based method to collect responses from two different sources 

(managers and tourists) to study the cause-and-effect relationships among the constructs 

included in this study, which helps reduce the risk of common method bias (CMB) 

(Mackenzie & Podsakoff, 2012). In addition, to ensure the impact of CMB in this study, we 

used Harman’s single factor test (Podsakoff & Organ, 1986) to assess CMB. The result 

reveals that 32.43 percent of variance had been explained by a single factor, representing less 

than 50 percent, thus CMB may not be a major concern in this study. 

Hypotheses Testing 

Next, we tested all the hypotheses. First, internal resource orientation does not have 

significant effects on both, incremental (β = 0.064, p > .05) and radical (β = 0.189, p > .05) 

innovations, thus H1a and H1b are not supported. Next, external resource orientation has 

significant positive effects on both, incremental (β = 0.336, p < .01) and radical (β = 0.212, p 

< .05) innovations, thus H2a and H2b are supported. Next, both internal (β = 0.576, p < .001) 

and external (β = 0.811, p < .001) resource orientation have significant positive effects on 

value co-creation, thus H3a and H3b are also supported. Similarly, value co-creation has 

positive effects on both incremental (β = 0.467, p > .001) and radical (β = 0.462, p < .001) 

innovations, supporting H4a and H4b, respectively. Next, both incremental (β = 0.283, p < 

.05) and radical (β = 0.303, p < .05) innovation also positively influence tourist experience, 

thus H7a and H7b are supported. Finally, tourist experience has a significant impact on both 

brand advocacy (β = 0.533, p <. 001) and revisit intentions (β = 0.483, p < .001) of the 

tourists, thus H8a and H8b are also supported. Table 5 shows these results. 

Next, we tested our hypotheses about mediating role of value co-creation by calculating 
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the ‘Variance Accounted For’ (VAF), which defined as the ratio of indirect effect to the total 

effect (Hair et al., 2017). As shown in Table 6, value co-creation partially mediates the 

impact of internal resource orientation on both incremental and radical innovation but it does 

not mediate the impact of external resource orientation on both types of innovation. Thus, 

H5a and H5b are partially supported, whereas H6a and H6b are not supported. 

< Insert tables 5 & 6 about here > 

Discussion  

The objective of this study was to examine the focal role of value co-creation in the 

process by which internal and external resource orientations of tourism companies impact 

their incremental and radical service innovations, which translates into tourist experience, 

brand advocacy and revisit intentions. The results provide empirical support to most of the 

hypothesized relationships by taking into account both direct and indirect effects of resource 

orientations and value co-creation on service innovations and the subsequent effect of service 

innovation on tourist experience and important tourist outcomes. This study is built on the 

premise that service innovations are more likely to be successful when organizations tend to 

be both market- and resource-oriented (Baker & Nelson, 2005). Although the linkages 

between components of organizational structure and service innovation have been studied in 

other contexts, such as financial services (Jansen et al., 2006), this study is the first attempt to 

empirically link the firms’ resources and value co-creation with service innovation in the 

tourism context, using tourist experience and other important tourist outcomes.  

Resource integration perspective based on S-D logic assumes that customers possess 

some value. Thus, marketers should co-create value with them more effectively (Vargo & 

Lusch, 2008). The current study demonstrates that it is not enough to design an effective 

coordination mechanism and customer-led market-oriented strategy for innovative services. 
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Instead, firms require a blended approach with an optimum resource-oriented view (Zhang & 

Chen, 2008; Roy et al., 2017). Accordingly, this study uses a novel conceptualization of 

resource-oriented behavior comprising its two dimensions (internal and external resource 

orientation) along with a value co-creation mechanism to analyze its effects on both types of 

service innovation (radical and incremental) in the tourism industry. 

This study examines the direct and indirect effects of both the internal and external 

resource orientations on service innovations through value co-creation. Of the two types of 

resource orientation, we find that the direct impact of external resource orientation on both 

types of service innovation is stronger than for internal resource orientation. These results 

show that tourist firms may not find it enough to use their internal resources in order to co-

create tourist experiences and they would need to combine these with external resources by 

collaborating with other stakeholders involved in creating and launching service innovations, 

such as customers, channel partners, local authorities, policy makers etc. Interestingly, we 

also find that value co-creation fully mediates the impact of internal resource orientation on 

both incremental and radical service innovation. By contrast, value co-creation does not 

mediate the impact of external resource orientation on both incremental and radical service 

innovation. Hence, it is clear that external resource orientation (i.e., collaboration with 

educational and research institutes) can aid tourist firms to directly improve their existing 

services and undertake breakthrough innovations. However, they would need to leverage 

their internal resources to co-create value before they can benefit from service innovation. 

Theoretical Contributions  

This paper makes useful theoretical contributions to the tourism literature. First, this study 

integrates the RBV (Barney, 2001) and S-D logic (Vargo & Lusch, 2004) with value co-

creation (Prahalad & Ramaswamy, 2004) to delineate the process by which tourist firms’ 

resource orientations and value co-creation efforts impact their service innovation and tourist 
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experience, which in turn influence important tourist outcomes. Second, we incorporate two 

types of resource orientations with service innovations to investigate the mediating role of 

value co-creation in their relationship with each other. Our results show significant 

differences in the way internal and external resources influence tourist experience, wherein 

compared to external resources, internal resources do not seem to be enough to directly 

impact tourist experience and other outcomes. These findings are in line with past research 

that recommends tourism firms to take lead in resource orientation by implementing and 

monitoring their internal resources to co-create value in order to drive service innovations 

(Neuhofer, 2016). In other words, the tourism industry would find it useful to help their 

employees and tourists to co-create value in order to unlock the full potential of their internal 

resources, whereas their external resources may have a direct impact on their innovations. 

Finally, this study also contributes to the growing literature on tourism in the emerging 

markets (e.g., Hollebeek & Andreassen, 2018), by offering valuable insights into how Indian 

tourist managers leverage their internal and external resources to co-create value and to 

deliver their service innovations, in order to improve tourist experience and outcomes. 

Managerial Implications 

Besides its theoretical contributions, this study also has many managerial implications. 

First, our results highlight that tourism firms need to leverage both internal and external 

resources in order to successfully co-create value with their customers and also implement 

their service innovations. In other words, these firms may be able to create new services by 

combining their internal and external resources to focus on radical innovation rather than 

simply relying on incremental innovation. We expect this would help them enhance their 

performance continuously and achieve sustainable growth for their tourism business. Second, 

this study would help service managers realize the importance of considering organizational 

factors, such as internal and external resources, when developing their service innovations 
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and strategies to manage tourist experiences. Our findings recommend an integrated approach 

that incorporates both market-oriented and resource-oriented views to undertake service 

innovation to help improve the performance of the tourism service providers. Importantly, to 

create a win-win situation, tourism companies would need to take the lead to implement the 

latest technological changes to bring innovation in services (Neuhofer, 2016).  

Third, we show that tourism firms, especially in emerging markets like India, may need to 

adopt an adjusted approach to developing new services in the tourism sector because both 

types of innovations (incremental and radical) are essential to improve their performance and 

competitiveness. For example, while incremental service innovations (i.e., modifications, 

repositioning, and line extensions) as a strategic choice would enable tourism organizations 

to effectively deal with market volatilities and uncertainties and be better prepared to adapt to 

the changing business environment, this may not be enough to face the long-term challenges 

or surprises like the Covid-19 pandemic. Hence, these firms also need to use radical service 

innovations to prepare themselves for any unforeseeable emergencies and the cataclysmic 

changes in the industry that may require them to adapt their business models very quickly. 

Overall, the results from this study indicate that a balanced approach using both incremental 

and radical innovations may help tourism operators to reap maximum benefits. 

Fourth, the results from this study also indicate that a proactive customer-oriented 

approach with a clear understanding of the customers’ changing tourist expectations may 

enable tourism organizations to deliver value through service innovations. For instance, 

tourism organizations may ask customers to plan their itineraries using appropriate software 

tools on their websites or mobile applications. This would effectively reduce human errors, 

thereby making service delivery more efficient and convenient for the tourists. Tourist 

organizations should also not restrict themselves to their existing resources and may explore 

collaborative opportunities, with new resource partners. For instance, tourism organizations 
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could look to collaborate with consultancy services or educational and research institutes to 

gain new market knowledge and understand the immense market potential and trends. 

Fifth, despite innovation being a critical determinant of marketplace success, investments 

made by Indian service companies in their research and development (R&D) activities have 

been at a relatively lower level compared to international standards (Malik et al., 2021). 

Hence, enhanced R&D efforts are required to check service feasibility at the introduction 

stage to prevent serious service failures. Additionally, organizations also need to explore their 

intangible resources, such as their employees’ tactical knowledge, skills, and competencies. 

These ‘intangible’ resources may be combined with existing physical assets such as 

machinery or equipment to make them more competitive and sustainable in the long run. 

Sixth, this study also encourages tourism organizations to form informal and close-knitted 

social relations, as it could be an effective coordination mechanism to derive maximum 

benefits by leveraging external resources for value co-creation. For instance, increased 

connectedness among employees (i.e., easy accessibility, frequent interactions, and sharing 

common goals) could have a significantly positive impact on radical and incremental service 

innovation (Hardy & Robards, 2015). Thus, managers of tourism organizations could direct 

their employees to share common goals to increase their capabilities to pursue both types of 

innovations simultaneously. Finally, employees’ views could also be elicited through open 

forums, informal meetings, and discussions; participative employees could be rewarded for 

their insights. The results suggest a significant role of value co-creation in developing new 

services. In a globalized world, businesses cannot work in isolation and they need to find 

ways to collaborate and partner with other players in the related industries (e.g., education, 

hospitality, health and wellness, food and nutrition, and travel) to enhance the brand value.  
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Limitation and Future Research 

This study has a few limitations that future research may address. First, we included two 

types of resource orientations as drivers of value co-creation in our conceptual model but 

there may be many other constructs that could also be relevant in this context. Hence, future 

studies may identify additional constructs to develop more comprehensive conceptual models 

to extend our ideas presented in this paper. Second, although we discuss innovation in this 

paper, we do not focus on the adoption of new technologies or the training that customers and 

employees may need to adopt these technologies. Future research may address this issue in 

more detail. Third, we included incremental and radical innovation in this study to keep our 

conceptual model parsimonious but there are other types of innovation, such as architectural 

and disruptive innovation, that may also play a role in this context. Further research could 

incorporate all four types of innovation or a combination of these types of innovation. 

Finally, resource-based view not only deals with firm resource but also focuses on how 

tourists may integrate their own resources (e.g., time, money, or effort) when co-creating 

their tourist experiences. Future research may study the role of resource integration from the 

tourist’s perspective and its combined impact with the tourism firms’ resource integration. 
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Figure 1. Conceptual Model 
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Table 1. Sample profile - Managers and tourists  

Characteristics 
Managers Tourists 

N=191 %age N=191 %age 

Gender Male 173 90.57 104 54.45 

 Female 18 9.42 87 45.54 

Age Below 30 04 2.04 39 20.41 

 30 to 45 175 91.62 112 58.63 

 45 to 60 12 6.28 40 20.94 

 Above 60   Nil Nil Nil Nil 

Managerial 
Role 

Team Leader 32 16.75 

 
 
 
 

Not applicable 

 
Business Development 
Manager  

99 51.83 

 
Senior Business 
Development Manager 

48 25.13 

 Area Manager  12 6.28 

Service Tenure 5 to 10 years  123 64.39 

 10 to 15 years  59 30.89 

 Over 15 Years  09 4.71 
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Table 2. Scale items and factor loadings 

Constructs - Scale Items 
Outer 

loadings 
VIF 

Internal Resource Utilization   

Usage of resources available within the organization 2.27 0.66 

Optimum resource utilization 2.37 0.71 

Use of modern business practices for managing organizational resources 1.86 0.79 

Combination of resources in a manner that extracts value from under-
utilized resources 

1.79 0.82 

Finding new solutions by utilizing resources at hand 1.73 0.82 

External Resource Utilization   

Collaborative arrangements with other businesses for new value 
creation 

2.32 0.84 

Promoting the need for development and utilization of new resources 2.23 0.84 

Collaboration with educational institutes that focuses on novelty 2.42 0.87 

Collaboration with customers to discover the needs of existing market 
segments 

2.11 0.86 

Value Co-Creation   

Involving customers at marketing and branding activities 1.46 0.91 

Involving customers at service care 2.88 0.88 

Involving customers for  new product development 2.58 0.85 

Managing customers as partial employee 2.01 0.83 

Incremental Innovation   

Regular adaptation of existing services 2.02 0.81 

Improved efficiency of providing services 2.00 0.81 

Expanding services for existing clients 2.30 0.85 

Using improvised ways of providing services 2.30 0.81 

Introducing continuous improvements in services for local markets 3.31 0.87 

Radical Innovation   

Using advanced technology to produce service 3.38 0.89 

Creating totally new services 3.27 0.89 

Changing customers’ buying behavior through their usage of new 
services 

3.85 0.90 

Using new ways of evaluating quality of services 3.41 0.89 
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Prompt addition of new service features in comparison to that of 
competitors 

2.91 0.85 

Tourist Experience   

Destination visits feel differently about myself 2.08 0.67 

I felt like I was having the ideal experience 1.86 0.64 

My actions during this experience were new 2.96 0.78 

I truly enjoyed this experience 3.12 0.78 

This experience tested my limits 2.26 0.72 

The experience was beyond words 1.76 0.71 

Co-creative services felt like part of me during the experience 1.39 0.75 

I learned new things as a result of this experience 1.38 0.80 

I would like to have a similar experience again 1.18 0.73 

The experience was emotionally intense 2.04 0.75 

After the experience, I felt more positive about myself 1.56 0.66 

I still remember the feelings I had during the experience 1.82 0.67 

My total attention was on the event 2.21 0.77 

Because of this experience, I have confidence in myself that I didn’t 
have before 

1.63 0.75 

Brand Advocacy   

I would recommend visiting this destination to others. 1.20 0.88 

I love to talk about the good points of this destination to people I know. 1.20 0.80 

Revisit Intentions   

How likely is it that you would revisit this destination in the near future? 1.46 0.87 

This destination is likely to be my next travelling destination. 1.46 0.91 

VIF = Variance Inflation Factor
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 Table 3. Reliability and validity 

 

 

 

Table 4. Discriminant validity analysis   

Constructs 1 2 3 4 5 6 7 8 

1. Brand Advocacy 0.88               

2. Value Co-creation 0.18 0.84             

3. External Resource Orientation 0.14 0.81 0.85           

4. Incremental Innovation 0.18 0.78 0.76 0.84         

5. Internal Resource Orientation 0.09 0.58 0.70 0.57 0.76       

6. Radical Innovation 0.09 0.74 0.72 0.81 0.62 0.88     

7. Revisit Intentions 0.15 0.16 0.17 0.14 0.42 0.10 0.84   

8. Tourist experience 0.53 0.06 0.05 0.04 0.32 0.07 0.13 0.76 

Note: Figures in bold on the diagonal are the square roots of the average variance 
extracted (AVE) 

Constructs  
Cronbach's 

Alpha 
rho_A 

Composite 
Reliability 

Average 
Variance 
Extracted 

(AVE) 

Internal Resource Orientation 0.83 0.86 0.87 0.58 

External Resource Orientation 0.88 0.89 0.92 0.73 

Incremental Innovation 0.90 0.90 0.92 0.71 

Radical Innovation 0.93 0.93 0.95 0.78 

Value Co-creation 0.86 0.86 0.91 0.71 

Tourist experience 0.72 0.84 0.77 0.58 

Brand Advocacy 0.72 0.73 0.88 0.78 

Revisit Intentions 0.72 0.70 0.83 0.70 
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Table 5. Hypothesis results  

  
Original 
Sample 

(O) 

Sample 
Mean 
(M) 

Standard 
Deviation 
(STDEV) 

T 
Statistics 

P 
Value 

Result 

H1a: Internal Resource Orientation → Incremental Innovation 0.06 0.05 0.10 0.64 0.53 Not supported 

H1b: Internal Resource Orientation → Radical Innovation 0.19 0.17 0.11 1.79 0.07 Not supported 

H2a: External Resource Orientation → Incremental Innovation 0.34 0.33 0.11 3.46 0.003 Supported 

H2b: External Resource Orientation → Radical Innovation 0.21 0.20 0.09 2.32 0.02 Supported 

H3a: Internal Resource Orientation  → Value Co-creation 0.58 0.58 0.05 10.93 0.001 Supported 

H3b: External Resource Orientation → Value Co-creation 0.81 0.81 0.03 3.58 0.001 Supported 

H4a: Value Co-creation → Incremental Innovation 0.47 0.49 0.11 4.46 0.001 Supported 

H4b: Value Co-creation → Radical Innovation 0.46 0.48 0.11 4.37 0.001 Supported 

H7a: Incremental Innovation → Tourist experience 0.28 0.29 0.14 2.01 0.05 Supported 

H7b: Radical Innovation → Tourist experience 0.30 0.31 0.13 2.39 0.02 Supported 

H8a: Tourist experience → Brand Advocacy 0.53 0.54 0.07 7.86 0.001 Supported 

H8b: Tourist experience → Revisit Intentions 0.48 0.12 0.13 1.06 0.001 Supported 
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Table 6. Mediation analysis  

 Value Accounted For (VAF)    

 Path  
Original 
Sample 

(O) 

Sample 
Mean 
(M) 

Standard 
Deviation 
(STDEV) 

T 
Statistics 

P 
Value 

Result 

H5a: Internal Resource Orientation → Value 
Co-creation → Incremental Innovation 

0.54 0.54 0.07 7.77 0.001 Full Mediation 

H5b: Internal Resource Orientation → Value 
Co-creation → Radical Innovation 

0.48 0.48 0.07 6.51 0.001 Full Mediation 

H6a: External Resource Orientation → Value 
Co-creation → Radical Innovation 

0.01 0.02 0.05 0.09 0.93 No Mediation 

H6b: External Resource Orientation → Value 
Co-creation → Incremental Innovation 

0.01 0.02 0.06 0.09 0.93 No Mediation 

 

 


