Formerly Toulon-Verona Conference, founded in 1998

Customer engagement in service innovation:
effects on tourism firms’ recovery from Covid-19 crisis

Francesca Magno
Department of Management, University of Bergamo (ltaly)
Email francesca.magno@unibg.it

Fabio Cassia
Department of Business Administration, University of Verona (Italy)
Email fabio.cassia@univr.it

Abstract

Purpose of the paper: To recover from the Covid-19 crisis, tourism firms had to quickly
introduce effective service innovations to accommodate their customers’ changed attitudes and
behaviours and to adapt to the changed scenario. Drawing on these premises, this study
examines the effects that customer involvement in service innovation had on tourism business
performance in the context of the Covid-19 pandemic crisis. In detail, this work suggests a
model which explains the direct and indirect mechanisms through which customer involvement
in service innovation positively impacts tourism firms’ recovery.

Methodology: Data were collected through a questionnaire-based survey among a sample of
Italian agritourism firms. Data were then analysed through Partial Least Squares Structural
Equation Modeling (PLS-SEM) to provide a prediction-oriented model assessment.

Main Findings: The findings highlight that firms that more intensely involved their customers
in service innovation were able to better recover from the Covid-19 crisis. The findings also
clarify that this positive effect is partially mediated by mutual affective commitment between
the firm and its customers.

Practical implications: This study suggests the importance of customer involvement to
develop successful innovations in tourism firms’ offerings to recover from the Covid-19 crisis.
It also indicates that customer involvement strengthens the emotional bond between the firm its
customers, thus emphasizing the positive effects on firm performance.

Originality/value: This study provides new evidence to enrich the literature about the role of
customer involvement in service innovation and relates it to firm’s performance in recovering
from the Covid-19 crisis.
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1. Introduction

The Covid-19 pandemic has caused significant disruptions in the tourism industry. The most
recent estimations of the United Nations World Tourism Organization indicate that between
January and May 2021 international tourism arrivals were still 85% below 2019 levels and that
49% of tourism experts think that they will return to the pre-pandemic levels in 2024 or later
(UNWTO, 2021). While many tourists have reoriented their preferences from foreign
destinations to domestic destinations, the quicker recovery of domestic tourism can only
partially compensate for the huge drop in international arrivals. For example, a recent analysis
about the Spanish tourism industry predicts that domestic tourism and the reorientation of
outbound tourism could contribute to generate approximately 35.6% of the overall pre-crisis
overnight stays (Arbull et al., 2021).

The impacts of this crisis on tourism businesses have been dramatic, because of the low
demand combined with high fixed costs. Available studies among hospitality businesses
demonstrate that when revenues drop by 60%, 25% of these businesses experience financial
distress (Crespi-Cladera et al., 2021). To face the crisis, tourism businesses have introduced
multiple changes in their strategies, including organizational, marketing, technological and
service delivery innovations. For example, in the hotel industry, product-process,
organizational, and marketing innovation have shown positive effects (Sharma et al., 2021).
The list of interventions adopted by tourism firms encompasses for example cutting costs,
providing new services, implementing sanitary actions, reorientating the focus to the national
market, introducing customization strategies, reducing prices and many others (Hidalgo et al.,
2021).

Available evidence shows that in 2020 tourism businesses prioritize more customer loyalty
than economic performance and that organizational changes and marketing measures had
positive effects on customer loyalty. On the contrary, cost cutting interventions —such as
discontinuing some services or cancelling expansion plans— did not have any effect on customer
loyalty but were negatively associated with economic performance (Magno and Cassia, 2021).
Retaining customers during the crisis was extremely important but challenging (Yu et al.,
2021). In particular, customer expectations, perceptions and behaviours significantly changed
and continued to evolve during the crisis and tourism businesses had to deeply understand them
and adapt their service offering and service provision consequently (Hu et al., 2021).

A solution to better understand evolving customers’ needs is to involve customers in service
innovations. Available studies suggest that such open innovation practices are not yet
widespread in the hospitality industry but they can be valuable during ‘normal times’ and can
be even more valuable during ‘times of crisis’ (Breier et al., 2021). However, prior research
has not yet studied the effects of customer involvement in service innovation on tourism
businesses’ performance in times of crisis, specifically in the context of the Covid-19 crisis. In
this study, we address this gap by presenting and testing a model that links customer
involvement in service innovation to service innovation outcomes and tourism businesses’
performance.



In the following paragraph we outline an overview of the theoretical background and
introduce the research model and hypotheses. Then, the methods will be explained and the
results will be described. Finally, the research implications will be discussed and the
conclusions will be drawn.

2. Theoretical background and research model

In tourism research, innovation is commonly defined as ‘everything that differs from
business as usual or which represents a discontinuance of previous practice in some sense for
the innovating firm’ while service innovation is conceptualized as ‘changes directly observed
by the customer and regarded as new; either in the sense of never seen before, or new to the
particular enterprise or destination’ (Hjalager, 2010, p. 2). There is also established awareness
that innovation is a strong driver of tourism firms’ performance (Tajeddini, 2010). Several
studies have investigated the knowledge sources which contribute to innovation in tourism and
hospitality firms, emphasizing the role of customers, employees and suppliers. These
contributions have been conceptualized through the open innovation paradigm, according to
which the firm collects and incorporates external inputs through outside-in processes (de Larrea
etal., 2021).

In this study, we specifically focus on customer involvement in the service innovation of
tourism firms to recover from the Covid-19 crisis. Customer involvement is a distinct concept
from value co-creation. Specifically, it refers to customer participation to ‘design, definition,
creation, completion [...] of firm output’ and is relatively optional to value co-creation (Vargo
and Lusch, 2016, p. 8). In other words, value co-creation does not necessarily require customer
involvement.

Recent work suggests that incorporating guests’ inputs can be particularly valuable during
crises to keep up with rapidly changing external conditions (Breier et al., 2021; Chesbrough,
2020). However, prior research has not yet examined the impacts of customer involvement in
service innovation on tourism firms’ recovery from the Covid-19 crisis.

In this work we address this gap and we also consider the use of social media to support
outside-in flows of inputs and suggestions from customers. In fact, customer involvement in
service innovation processes requires the establishment of effective channels of communication
and social media can successfully play such a role in the tourism context (Iglesias-Sanchez et
al., 2020). The model (Figure 1) clarifies the mechanisms linking customer involvement in
service innovation to firm performance.

Fig. 1 - The research model
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Source: our elaboration.

First, customer involvement directly enhances service innovation output by providing inputs
and ideas to the firm (hypothesis 1) and, in turn, service innovation increases firm performance
(hypothesis 2). Additionally, customer involvement acts through psychological mechanisms
fostering customer affective commitment to the firm. Affective commitment indicates an
emotion-based predisposition between the firm and its customers (Claffey and Brady, 2019).
Based on such commitment the parties care about reciprocal wellbeing. Hence customers are
likely to put more efforts to provide useful inputs for service innovation. Therefore, customer
involvement will positively affect affective commitment (hypothesis 3) which will enhance
service innovation outputs (hypothesis 4). In other words, we suggest that affective
commitment will partially mediate the relationship between customer involvement in service
innovation and firm performance.

3. Methods

A cross-section research design was adopted and data were collected through a
questionnaire-based survey among a sample of Italian agritourism firms. According to the
Italian law, agritourism is defined as (Santeramo and Morelli, 2014, p. 34) “accommodation
and hospitality activities carried out by farmers [...] through the utilization of their own farm
in connection with the activities of cultivation of the land, of silviculture, and of the raising of
animals”. The questionnaire was sent to a sample of 737 agritourism firms in October-
November 2020, when the 2020 summer season was ended. The sampling list was created by
applying a geographical criterium to the population of slightly less than 25,000 Italian
agritourism firms, of which 10,689 are located in the North of Italy, 9,108 in the Centre, 4,779
in the South (including Sardinia and Sicily) (Istat, 2020). Overall, 164 usable answers were
received. Table 1 provides an overview of the sample.

Table 1 — Sample description



Variables Freguencies (n = 164)
Year of establishment

2016-2020 24
2010-2015 44
2000-2009 59
1990-1999 27
<1990 10
Firm size (in hectares)

<2 5
2-2.99 6
3-4.99 16
5-9.99 38
10 -19.99 31
20+ 68
Number of agritourism firms offering the following services:

Accommaodation 137
Restaurants services 88
Educational activities 37

Source: our elaboration.

All the constructs were measured reflectively, drawing on existing conceptualizations and
scales (Alonso-Almeida et al., 2015; Buhalis and Sinarta, 2019; Chen et al., 2017; Claffey and
Brady, 2019; Tu et al., 2018). The questions were specifically referred to agritourism firms’
actions, perceptions and performance during the Covid-19 crisis. Customer involvement in
service innovation was measured through seven items reflecting agritourism firms’ listening to,
and search for ideas and inputs from customers through social media, encompassing the co-
design in the adaptation/customization of existing services and in the creation of new services.
Service innovation output was measured by five items covering the introduction of new
services, sales and communication channels, ways of providing and customizing services. The
three items measuring affective commitment described the emergence of intimacy and concern
for reciprocal wellbeing in firm-customer relationships supported by social media. Finally, for
performance, respondents reported a comparison of their firms’ 2020 sales, growth and profits
compared to 2019. For all constructs, 5-point agreement-disagreement scales were used, with
the exception of performance for which the extremes of the scale were 1 = very poor; 5 =
outstanding.

The analysis focused on predictive model assessment. In other words, beyond understanding
the significance and relevance of the structural relationships, we were interested in evaluating
the model’s out-of-sample predictive power, that is its ability to predict data not included in the
model estimation. Therefore we relied on Partial Least Squares Structural Equation Modeling
(PLS-SEM) (Hair et al., 2020; Shmueli et al., 2019).

4. Results

The measurement models of the constructs were first examined by considering indicator
loadings, internal consistency reliability, convergent validity and discriminant validity (Hair et
al., 2019). All outer loadings were greater than 0.70, with the exception of two loadings which
were nonetheless well above 0.60 (they were equal to 0.67 and 0.68, respectively). Internal
consistency reliability was also satisfactory because all constructs’ Cronbach’s alpha values,



composite reliability values and exact reliability values pa were greater than 0.70. In addition,
the average variances extracted (AVES) were greater than 0.50 and the heterotrait-monotrait
ratios of the correlations (HTMT) were below 0.85 and significantly different from 1.
Therefore, convergent and discriminant validity were met, as well (Hair et al., 2020).

The assessment of the structural model was based on the bootstrapping routine (5,000
subsamples, bias-corrected and accelerated bootstrap, two-tailed test). Table 2 provides the
detailed results of the estimations of the direct effects and Figure 2 summarizes the model
estimations.

Table 2 — Bootstrapping results

Original Sample (O)  Sample Mean (M) Standard Deviation (STDEV) T Statistics (JO/STDEV|) P Values
éAffective commitment -> Service innovation (output) 0.263 0.262 0.095 2.767 0.006
Customer involvement in service innovation -> Affective commitment 0.719 0.723 0.027 26.990 0.000
Customer involvement in service innovation -> Service innovation (output) 0.399 0.399 0.090 4.449 0.000
Service innovation (output) -> Performance 0.615 0.618 0.044 14.090 0.000

Source: our elaboration.

Before examining the structural paths, we checked that the Variance Inflation Factor values for
the predictor constructs in the structural model were below the level of 5. After that, we
evaluated the structural model relationships. As shown in Table 2, all the paths were statistically
significant at the p < 0.01 level and positive, thus revealing that all the hypothesized effects
(Figure 1) were supported by data. In addition, to evaluate the suggested mediating effect of
affective relationship we considered the specific indirect effect linking customer involvement
to performance through affective commitment and service innovation output. The bootstrapping
results indicated that this effect was significant (t value = 2.529 and p value < 0.05), thus
confirming that affective commitment acted as a partial mediator.

We continued the analysis of the structural model by assessing the in-sample predictive power.
The R? values for service innovation and performance were respectively 0.38 and 0.37,
highlighting good in-sample predictive power. The out-of-sample predictive power was judged
on the basis of the Q? values using the blindfolding procedure. All Q2 values were largely above
0, confirming that the model had good out-of-sample predictive power.

Fig. 2 — Model estimations
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5. Discussion and conclusions

The findings of this study showed that agritourism firms that were able to involve their
customers more intensely in service innovation were able to obtain higher performance during
the Covid-19 crisis. Therefore, customer involvement in innovating the services offered by
agritourism firms worked as a valuable solution to recover from the Covid-19 crisis. In
particular, the paper considered social media as the communication channel through which such
involvement was implemented.

The analysis also clarified the mechanisms through which customer involvement in service
innovation affected firm performance. In detail, both direct and indirect effects were identified.
The direct effect indicates that the stronger the customer involvement in service innovation the
better the output in service innovation. In other words, higher customer involvement led to more
ideas and inputs to innovate the existing offering, which positively influenced the overall firm
performance. The indirect effect sheds light on different, psychological effects. In this case,
stronger customer involvement stimulates customers’ affective reactions. The resulting
emotional bond between the firm and its customers stimulates both parties’ concern for the
mutual well-being. Therefore, customers are more willing to provide more ideas and inputs,
which results in higher service innovation and, in turn, in higher firm performance. Therefore,
as highlighted by the partial mediation effect found in the study, the direct and the indirect
mechanisms are complementary.

Despite the validity of the findings, some limitations and unanswered questions should be
remarked. This study only considered agritourism firms which, differently from other types of
tourism firms, could also draw on large spaces and open-air activities to innovate their offering.
In addition, in many cases agritourism firms rely on a significant percentage of local and loyal
customers, which may have facilitated successful customer involvement in service innovation
as well as the overall recovery from the Covid-19 crisis. Therefore, extending the same study
to other types of tourism firms may be valuable to enrich our understanding of the impacts of
customer involvement in service innovation. Moreover, this study is based on data collected
only from firms. Future studies could also evaluate customers’ perceptions about their



involvement in service innovation. Finally, it may be interesting to understand how (and with
what outcomes) customer involvement in service innovation could be institutionalized by
agritourism firms also after the Covid-19 crisis.

References

Alonso-Almeida, M., Bremser, K. and Llach, J. (2015), "Proactive and reactive strategies
deployed by restaurants in times of crisis: Effects on capabilities, organization and
competitive advantage”, International Journal of Contemporary Hospitality
Management, VVol. 27 No. 7, pp. 1641-1661.

Arbuld, 1., Razumova, M., Rey-Maquieira, J. and Sastre, F. (2021), "Can domestic tourism
relieve the COVID-19 tourist industry crisis? The case of Spain", Journal of Destination
Marketing & Management, Vol. 20, pp. 100568.

Breier, M., Kallmuenzer, A., Clauss, T., Gast, J., Kraus, S. and Tiberius, V. (2021), "The role
of business model innovation in the hospitality industry during the COVID-19 crisis",
International Journal of Hospitality Management, Vol. 92, pp. 102723.

Buhalis, D. and Sinarta, Y. (2019), "Real-time co-creation and nowness service: lessons from
tourism and hospitality”, Journal of Travel & Tourism Marketing, Vol. 36 No. 5, pp.
563-582.

Chen, J.-S., Kerr, D., Chou, C. Y. and Ang, C. (2017), "Business co-creation for service
innovation in the hospitality and tourism industry”, International Journal of
Contemporary Hospitality Management, VVol. 29 No. 6, pp. 1522-1540.

Chesbrough, H. (2020), "To recover faster from Covid-19, open up: Managerial implications
from an open innovation perspective”, Industrial Marketing Management, Vol. 88, pp.
410-413.

Claffey, E. and Brady, M. (2019), "An empirical study of the impact of consumer emotional
engagement and affective commitment in firm-hosted virtual communities”, Journal of
Marketing Management, Vol. 35 No. 11-12, pp. 1047-1079.

Crespi-Cladera, R., Martin-Oliver, A. and Pascual-Fuster, B. (2021), "Financial distress in the
hospitality industry during the Covid-19 disaster"”, Tourism Management, Vol. 85, pp.
104301.

de Larrea, G. L., Altin, M., Koseoglu, M. A. and Okumus, F. (2021), "An integrative systematic
review of innovation research in hospitality and tourism”, Tourism Management
Perspectives, Vol. 37, pp. 100789.

Hair, J. F., Hult, T. M., Ringle, C., Sarstedt, M., Magno, F., Cassia, F. and Scafarto, F. (2020),
Le equazioni strutturali Partial Least Squares. Introduzione alla PLS-SEM,
FrancoAngeli, Milano.

Hair, J. F., Risher, J. J., Sarstedt, M. and Ringle, C. M. (2019), "When to use and how to report
the results of PLS-SEM", European Business Review, Vol. 31 No. 2, pp. 2-24.

Hidalgo, A., Martin-Barroso, D., Nunez-Serrano, J. A., Turrion, J. and Velazquez, F. J. (2021),
"Does hotel management matter to overcoming the COVID-19 crisis? The Spanish
case", Tourism Management, pp. 104395.

Hjalager, A.-M. (2010), "A review of innovation research in tourism", Tourism Management,
Vol. 31 No. 1, pp. 1-12.

Hu, F., Teichert, T., Deng, S., Liu, Y. and Zhou, G. (2021), "Dealing with pandemics: An
investigation of the effects of COVID-19 on customers’ evaluations of hospitality
services", Tourism Management, VVol. 85, pp. 104320.

Iglesias-Sanchez, P. P., Lopez-Delgado, P., Correia, M. B. and Jambrino-Maldonado, C.
(2020), "How do external openness and R&D activity influence open innovation

8



management and the potential contribution of social media in the tourism and hospitality
industry?”, Information Technology & Tourism, Vol. 22 No. 2, pp. 297-323.

Istat - Italian National Institute of Statistics. (2020), "Report: Le aziende agrituristiche in Italia.
Anno 2019. https://www.istat.it/it/files//2020/11/L e-aziende-agrituristiche-in-Italia-
2019.pdf".

Magno, F. and Cassia, F. (2021), "Firms’ responses to the COVID-19 crisis in the tourism
industry: effects on customer loyalty and economic performance”, Anatolia, pp. 1-3.

Santeramo, F. G. and Morelli, M. (2014), "Enhancing the foreign demand for agritourism",
Politica Agricola Internazionale, Vol. 2, pp. 33-42.

Sharma, A., Shin, H., Santa-Maria, M. J. and Nicolau, J. L. (2021), "Hotels' COVID-19
innovation and performance”, Annals of Tourism Research, VVol. 88, pp. 103180.
Shmueli, G., Sarstedt, M., Hair, J. F., Cheah, J.-H., Ting, H., Vaithilingam, S. and Ringle, C.
M. (2019), "Predictive model assessment in PLS-SEM: guidelines for using

PLSpredict”, European Journal of Marketing, Vol. 53 No. 11, pp. 2322-2347.

Tajeddini, K. (2010), "Effect of customer orientation and entrepreneurial orientation on
innovativeness: Evidence from the hotel industry in Switzerland”, Tourism
Management, Vol. 31 No. 2, pp. 221-231.

Tu, Y., Neuhofer, B. and Viglia, G. (2018), "When co-creation pays: stimulating engagement
to increase revenues”, International Journal of Contemporary Hospitality Management,
Vol. 30 No. 4, pp. 2093-2111.

UNWTO. (2021), "International travel largely on hold despite uptick in May (21 July 2021),
accessed from: https://www.unwto.org/taxonomy/term/347".

Vargo, S. L. and Lusch, R. F. (2016), "Institutions and axioms: an extension and update of
service-dominant logic", Journal of the Academy of Marketing Science, Vol. 44 No. 1,
pp. 5-23.

Yu, J., Seo, J. and Hyun, S. S. (2021), "Perceived hygiene attributes in the hotel industry:
customer retention amid the COVID-19 crisis”, International Journal of Hospitality
Management, VVol. 93, pp. 102768.



https://www.istat.it/it/files/2020/11/Le-aziende-agrituristiche-in-Italia-2019.pdf
https://www.istat.it/it/files/2020/11/Le-aziende-agrituristiche-in-Italia-2019.pdf
https://www.unwto.org/taxonomy/term/347

