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Enhancing Service Innovation Performance 
of Hotels: The Role of Organizational 
Learning Culture and Dynamic Capabilities

Abstract

dynamic market environment, and rapid technological 
changes that threaten the survival of businesses rambling 
to gain a competitive advantage. Past studies bring forth 
the role of innovation in services, crucial in driving 
tremendous growth in terms of economic activity. 
However, what contributes to innovation in services 
remains a sparsely researched area. The present study 
proposes a research model to examine the impact of 

performance in hotels with dynamic capabilities as a 

is used for assessing the relationship between variables 
and validates the research model. The unit of analysis 
comprises individual employees working in four-star and 

Empirical evidence supports the positive role of dynamic 

learning culture and service innovation performance 
thereby asserting the importance of developing distinctive 
capabilities for enhancing service innovation performance 
in hotels.
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1. Introduction

constantly striving to understand the mechanisms for developing 

1996; Damanpour and Gopalakrishnan, 1997; Rogers and Shoemaker, 

In recent years, tourism, among other service sectors, has emerged 

economy. The hospitality industry views the lodging sector as 

for innovation is essential to maintain a competitive edge in the face 
of tightening traveler budgets, customers seeking out distinctive 
experiences, and escalating competition. This has forced the sector to 
come up with creative ideas for drawing clients and satisfying their 
demands for greater services and cutting-edge experiences.

Prior researchers have studied various factors impeding innovation, 
such as aversion-to-risk culture, little insight into customer behavior, 
poor innovative ideas, lack of knowledge and skills, or poor allocation 
of resources. Despite all these studies providing valuable insights into 

constantly seek to acquire new knowledge, share it with others, and 

Hotels operate in dynamic environments, and the nature of the 
industry is such that innovations here cannot be patented, making 

innovation is the only way to create barriers for competitors. The 



99

Enhancing Service Innovation Performance of Hotels:

industries because the innovation process is a less concrete process 
here and more associated with the process and routine capabilities 

and market trends and shape the environment through innovation 

crucial connection between service innovation performance and 

mediator within the hotel industry, has never been experimentally 
studied before. The present study is a unique attempt to study the 

current context. 

Theoretical Framework

Drawing from extensive review of literature, the conceptual 
framework depicted in Figure 1 illustrates the interrelationship 
between variables. This framework posits that a learning culture 
fosters experimentation, encourages diverse opinions, and facilitates 
information seeking and sharing behaviors among individuals 
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development of dynamic capabilities and create an environment 
conducive to generating new and creative ideas. This perspective 

underpinnings that the study draws from.

Resource-Based View

that are the primary source of competitive advantage and long-term 

as these resources cannot be acquired or purchased easily by the 

deployment of these resources while developing the resource base 

assets like patents, supply chain networks, or designs, as well as 

innovation capabilities. In view of this, Prahlad, C. K., and Hamel, 

those involving collective learning, are resources that provide both 

detractors. According to some academics, 
the idea ignores how external market conditions and technological 
developments can make the resources obsolete with changing time, 
challenging to implement the VRIN criterion in real-world scenarios. 
This limitation is addressed from a dynamic capability perspective.

Dynamic-Capability View

Teece et al. ‘s
in developing explicitly the notion of dynamic capabilities, which 
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Teece et al. 

achieve competitive advantage in constantly changing environments 

2. Literature Review

Organizational Learning Culture 

culture, beyond the formal control authority, systems, and procedures 

is said to have a learning culture if it gives its workers opportunities 
to learn from one another and shares what it has discovered for 

behaviors for an object through information processing. 

people and stakeholders, encouraging diverse opinions of people, 
experimentation, risk-taking ability, open communication, tolerance 
for mistakes, information seeking and sharing behavior among 
people, error correction and detection, among others. 

Dynamic Capabilities

The dynamic capability view is a key concept in strategic management 
over the past few decades, explaining how certain businesses maintain 
a competitiv
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its resources and capabilities and, most importantly, upgrade 
and reconstruct its core capabilities in response to the changing 

The theory of dynamic capability suggests that knowledge is 

competitive advantage. Following this line of thought, many 

dynamic capabilities. 

Service Innovation Performance 

and research on its function in the services sector has lately been 
widespread. Traditional studies are biased toward technical 
innovation in manufacturing and seem to be unable to fully capture 

Service innovation performance is rarely science. The dynamics here 
is more social as in the conceiving of those processes and service 

recently investigated service innovation performance in terms of 

ideas, products and procedures by employees in the workplace or 

proposed the development of new services and modifying old 
services, keeping in view the needs of external customers and at the 
same time the requirements of internal service management.
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3. Hypotheses Development

Organizational Learning Culture and Service Innovation 
Performance 

Developing innovative services requires an environment that 

mindset constantly strive to acquire, integrate and share knowledge, 

which is unlikely to be easily accessed by competitors. As a 

to stimulating more innovation ( .
that:

H1.
innovation performance of the hotel.

Organizational Learning Culture and Dynamic Capabilities

development of dynamic skills. According to Eisenhardt and Martin 

make it easier to build and alter dynamic capacities. 

The learning culture model developed by Rebelo and Gomes 

culture: internal structural alignment or internal integration and 

that exclusively focusing on building the internal processes 
proves ineffective if they cannot adequately respond to changing 
environments. Learning processes play a central role in internal 
integration and external adaptation dynamics. Thus, a learning 
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H2.
associated with dynamic capabilities.

Dynamic Capabilities and Service Innovation Performance

dynamic capabilities to combine and recombine resources to add 

and renew its resources and capabilities constantly is what lends 

in response to the changing marketplace and enable it to modify its 

a framework for the strategic management of service innovation 
performance in hotels that is promising is provided by the dynamic 

H3. Dynamic capabilities in the hotel industry are positively 
associated with service innovation performance.

The Mediating Role of Dynamic Capabilities 

fosters the growth of dynamic capacities that improve performance in 

the relationship between resources and performance. Thus, it is 
conjectured that: 

H4. Dynamic capabilities mediate the relationship between 

within the hotel industry
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4. Research Methodology

Sample and Data Collection Procedure

culture, dynamic capabilities, service innovation performance, 
and personal information items, all drawn after a comprehensive 
literature review. The language of all measures was in English as 
initially developed and used in the western context, but posed no 
barrier for the employees in comprehending it as the respondents had 
higher and secondary education.

collection process. A pilot study was undertaken with 30 hotel 
managers to ensure the relevance of the questionnaire. After the 
necessary reduction of some items, the main questionnaire comprised 
30 items. 

Sixteen hotels were randomly selected from a list of all four star 

is well representative of the population of interest. The unit of 
analysis was individual employees from different departments of 
the hotels. The HR managers of these hotels were contacted and 
the researcher ensured the questionnaire was administered to the 

of 350 questionnaires distributed, 320 usable questionnaires were 

Higher-rating hotels were selected for the study as they adopt a more 

are involved in innovation activities to maintain their quality ratings 

relationship between variables and validate the research model. A 
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Sample Characteristics

highest percentages.

workforce that works primarily in high-rating, well-known hotels.

Measures

Organizational Learning Culture: The construct is modeled as a 
two-dimensional construct consisting of internal integration and 

inclination to adapt to external changes in the environment. Several 
studies support the scale for its good psychometric qualities. 

Dynamic Capabilities: The construct has three dimensions viz 

t and Martin, 2000; Teece 
et al.
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transform the internal and external resources for timely responses to 

to acquire, change and eliminate resources under environmental 

Service Innovation Performance (SIP): Service Innovation 
Performance construct is modeled as a two-dimensional construct 

et al

environment and resources for the development of new services 
activities promptly. Items related to employee service innovation 

direct behavior towards implementing change, generating new ideas, 
and exploring new opportunities for continuous innovation.

5. Empirical Results

Measurement model

model comprised 30 items. Subsequently, after the iteration, one item 

oneself a creative member of the team was dropped as it had a low 
factor loading of 0.63. 

Table 1, reports the correlations between the variables. Results 
indicate that the highest correlation exists between service innovation 

measurement model comprising primary constructs. Table 3, reports 
the values for the main constructs, indicating satisfactory results as 
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Table 1: Correlation Matrix

Constructs OLC DC SIP

1   

DC 1  

SIP 1

Table 2: Evaluation of the Measurement Model

df p
CMIN/df 

CFI TLI IFI RMSEA SRMR

961.5 362 0.00 2.656 0.921 0.912 0.922 0.072 0.063

mean square residual

Reliability

The statistical reliability of the scale is measured in terms of Cronbach 
0.6) 

.
understudy, each measure is above the acceptable value. In the 
case of the composite reliability, all measurements are above 0.8, 

Validity

convergent and discriminant validity. An extensive literature review 
formed the base for establishing content validity, further revised by 
industry experts.
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Table 3: Reliability & Validity

Construct CR
Range of 

FL
C- a AVE MSV OLC SIP DC

OLC 0.858 0.72-0.90 0.947 0.751 0.157 0.867   

SIP 0.83 0.75-0.91 0.917 0.711 0.269 0.843  

DC 0.921 0.77-0.96 0.929 0.796 0.269 0.892

SIP service innovation performance.

High factor loadings, preferably .7 or higher, indicate that the items 
converge on the latent construct. AVE of .5 or higher suggests good 
convergence on the construct. C.R. is another indicator of convergent 
validity and is often used in conjunction with SEM models. An 

3, all measures meet the three benchmarks for convergent validity. 

High discriminant validity indicates the construct is unique and 
distinct from others. It is established when the square root value of 
the AVE of every construct is larger than the correlation value of other 
constructs, and the value of AVE for each construct should be at least 

the acceptable criteria as shown in Table 3, upholding there are no 
validity concerns. 

Structural Model and Testing of Hypotheses
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overall validity of the model is supported, allowing for testing of the 

Table 4: Hypotheses Testing Results

Hypothesis Estimates p Results

H1 0.051 0.614 Not Supported

H2 0.393 0.001 Supported

H3 0.500 0.001 Supported

H4 0.171 0.001  Supported

Source: AMOS Output
Notes

6. Discussion and Conclusion

4. First

Second, the results indicate 
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are in constant with empirical studies demonstrating a positive 

culture and performance, thus asserting the importance of developing 

advantages in dynamic environments.

7. Implications

The study has theoretical implications as it validates the research 
model and establishes the intervening role of dynamic capabilities in 

too. The results indicate that creating learning culture alone may 

level. Managers should not limit their focus to just accumulating 
knowledge; instead, should apply and encourage employees to share 
their knowledge with others for enhancing capabilities of integrating 
and recombining resources in response to the changing environment 
to gain competitive advantages.

8. Limitations and Future Scope

Due to the lack of time, the cross-section nature of the study limits the 
examination of causal relationships into a broader time. Longitudinal 
research may be undertaken in future studies to investigate the 

extend the geographical coverage and test the model in a different 
cultural background or industry or hotels with low ratings. A direct 

performance is not established in the study. Therefore, further 
research is needed to understand the relationship better. 
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