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ABSTRACT

Tourism lifestyle entrepreneurs play an essential role in the innovation and competitiveness of tourist 
destinations. However, existing knowledge about the determinants of the innovation they generate is far 
from being fully exploited. There is still little knowledge about the innovation spillover effect, which 
is a determining factor for the destination’s competitiveness. One of the key factors for innovation 
results from local knowledge management and the ability of tourism lifestyle entrepreneurs to turn this 
knowledge into innovation. To test the role of knowledge management in innovation and spillover, a 
survey was conducted on a sample of 115 tourism lifestyle entrepreneurs, with the hypotheses tested 
using structural equations. The results reveal that place attachment and knowledge acquisition have 
a direct effect on knowledge assimilation and community-centered strategy. Furthermore, it was also 
found that community-centered strategy and knowledge assimilation play a mediating role between 
place attachment and innovation capacity.

Keywords
Creative Tourism, Creativity, Entrepreneurship, Innovation, Innovation Spillover, Knowledge Management, 
Local Development, PLS

1. INTRODUCTION

Research in tourism has paid little attention to tourism lifestyle entrepreneurs (TLEs) (Zhang, Xiao, & 
Rao, 2015). However, for several reasons these entrepreneurs require more attention. First, considering 
that small and medium-sized enterprises represent the majority of tourist businesses, a very significant 
part of these small scale businesses are run by TLEs (Cooper, 2015). Second, TLEs businesses are 
more sustainable businesses when compared with large firms (Shrivastava & Kennelly, 2013; Pereira 
et al., 2021a; Pereira et al., 2021b). Third, these businesses play an important role on the destination 
innovation (Bosworth & Farrell, 2011; Dias, González‐Rodríguez & Patuleia, 2021a). Despite this 
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importance, little is known about the antecedents of this innovative capacity and how it is spread 
within the destination to generate the spillover effect (Hoarau, 2014).

Furthermore, local knowledge plays an important role on TLEs innovation and competitiveness 
because it is tacit and difficult to imitate (Shrivastava & Kennelly, 2013; Dias et al., 2020b), and a basis 
for TLEs differentiation (Yachin, 2019). As such, the way local knowledge is acquired and assimilated 
and transformed into innovation is equally important to explore, and extend existing knowledge: 
pertaining to TLEs business models. Although the importance of the place in the experiences offered 
by entrepreneurs has already been identified (Yachin, 2019; Srivastava, 2021), its implications of place 
attachment on innovation are not totally identified. On the other hand, although Zhang et al. (2015) 
have analysed the innovation spillover effect in the context of TLEs, the antecedents of this spillover 
are still to be explored, since the recognition of these factors represents an important knowledge for the 
tourism destinations’ competitiveness. As such, the main objectives of this study are threefold. First, 
this study aims to analyze the contribution of knowledge management to the innovation capacity of 
the TLEs and to the innovation spillover effect. Second, the study aims at understanding the influence 
of TLEs place attachment on the innovation capacity. This article explores an important topic for 
the tourism destinations’ competitiveness from the perspective of lifestyle entrepreneurs. Despite its 
importance (in number, innovation and sustainability), this remains an under-explored topic. Third, 
this article deals with tacit local knowledge, an insufficiently developed topic (Zhang et al., 2015).

In order to bridge the abovementioned gaps in the tourism literature, this present study aims 
to explore the antecedents of entrepreneurial innovation and innovation spillover by perceiving the 
dynamics of knowledge management and place attachment. This research employs a quantitative 
approach analyzing the relationships between knowledge acquisition and place attachment in 
entrepreneurial innovation and innovation spillover, as well as the mediating role of community-
centered strategies and knowledge assimilation in the same relations (Dias, González-Rodríguez 
& Patuleia, 2020). As this subject is yet under-explored in the literature, the determination of these 
relationships constitutes important contributions of this study.

This study is divided into four more sections. The second section includes the literature review, 
revealing the essential concepts to retain for the understanding of the study, followed by previously 
studied observations on the subject and finally the conceptual model chosen for its demonstration. 
The third section is focused on the methodology, thus indicating in a simple way which methodology 
was used in this study. The fourth is based on statistical analysis and discussion of the results obtained 
through it. Finally, an overall reflection of the conclusions, and practical implications are presented, 
as well suggestions for future research.

2. THEORETICAL BACKGROUND

2.1 Innovation Capability and Innovation Spillover
The role of innovation in tourism implies the development of new and unique cultural-based tourism 
products; events or shows; and creative urban spaces (Hoarau, 2014. Encouraging networking to 
increase synergies between tourism and creative industries is a significant consideration regarding 
creative tourism products and spaces (Booyens & Rogerson, 2015; Trad, 2021). Innovation in the 
reality of small tourism entrepreneurs has become increasingly relevant over the years, and this process 
occurs when one company has successfully implemented/applied new ideas (Yachin, 2019). As the 
rate of innovation capacity in this type of small-scale businesses is considered low when compared 
with other sectors (Cooper, 2015; Dias et al., 2020a), innovation is a condition for local development 
(Yachin, 2019; Windasari and Lin, 2021).

The client is one important innovation trigger, underlining the importance of understanding 
their needs (Hjalager, et al., 2017). From a tourism perspective, it is necessary for the entrepreneur 
to develop products and services based on the local culture (Booyens & Rogerson, 2015), therefore, 
the community constitutes a very valuable resource (Czernek, 2014).
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In creative tourism it is also common to refer to collaborative innovation, which enables TLEs 
to develop strategies, thus continuously increasing the capacity for innovation, through theoretical 
sharing (Marasco, Martino, Magnotti, & Morvillo, 2018; Dias et al., 2021c; Dias et al., 2021d) This 
requires sharing an economy where innovation and creativity will have a major impact on the tourism 
and hospitality industry (Wang et al., 2019).

Facilitating local knowledge sharing has always been of great interest to entrepreneurs, and 
knowledge of interest to entrepreneurs is therefore tacit knowledge (Hoarau, 2014), so there is sharing 
of experience and know-how (Panahi, Watson, & Partridge, 2013). According to Panahi et al. (2013), 
tacit knowledge can be divided into two distinct dimensions, these being the technical dimension and 
the cognitive dimension. The technical dimension is characterized by informal knowledge as well as 
by technical capabilities (operational part of the work such as performing tasks) while the cognitive 
dimension is characterized by being the emotional part (social ability to interact in order to obtain 
knowledge) associated with the (Leonard & Insch, 2005).

The innovation spillover effect of knowledge occurs when there is a transfer of knowledge between 
two parties, although unintentional, which reveals its particularity, since no deliberate action is taken 
(Ferreira, Ratten, & Dana, 2016). Such knowledge transfer can have various types of utility at strategic 
levels (Ferreira, et al., 2016) with less associated costs and efforts. Nonaka and Takeuchi (1995) 
created a model that reflects the four possible ways of transferring knowledge, either tacit or explicit:

Several tools facilitate TLEs tacit knowledge acquisition, such as the organisation of informal 
gatherings, parties and the participation in events which allow the contact with other entrepreneurs 
(Hoarau, 2014), thus as a consequence, tourism innovations are likely to be propagated among 
companies offering similar products and services within a region; such a process is also identified as 
the overflow of tacit knowledge (Zhang, et al., 2015). Thus, in order to obtain tacit knowledge, it is 
important to be embedded in the local context where knowledge is located so that it can be transferred 
and shared (Hoarau, 2014), enabling innovation spillover (Zhang, et al., 2015).

2.2 Research Hypothesis
Researchers have recognised that generating and using (assimilating) new knowledge from external 
sources is an important predictor on innovation capacity (Hoarau, 2014). The lack of knowledge 
management abilities (Yachin, 2019) is considered a barrier to innovation and competitiveness 
(Avdimiotis, 2012; Dias et al., 2021b). Furthermore, as the TLEs business grows, the need to absorb 
even more external knowledge also increases, due to the continuing lack of innovation (Marasco, et 
al., 2018).

Local knowledge acquisition corresponds to the first phase of identifying market opportunities 
(Berghman, et al., 2013). Proactivity is one approach to knowledge acquisition, as well processing 
knowledge based on previous experiences (the ability to adapt knowledge to the present reality), and 
the ability to integrate external knowledge. All these abilities are related to the entrepreneur’s social 
skills (Yachin, 2019). Thus, for this type of entrepreneurs socialization is of extreme importance 
allowing values and experiences sharing (García-Villaverde, 2018) in their daily life activities (Lai, 
Morrison-Saunders, & Grimstad, 2017).

Tacit knowledge results from the entrepreneur’s own experience, and is constantly evolving 
(Avdimiotis, 2012). Therefore, it is difficult to imitate and transmit (Zhang, Xiao, & Rao, 2015). 
According to Zhang, et al. (2015), is strongly linked to emotions and experiences and cannot be 
found decoded in written form, since it comes from the subconscious which makes it impossible to 
transmit (Avdimiotis, 2012). What makes tacit knowledge different from explicit knowledge is that 
the latter refers to the type of knowledge that is absorbed in code, using language that facilitates its 
own communication, is significantly easy to decode and can be easily understood in written form 
(Zhang, et al., 2015).

Although knowledge can be considered the engine of TLEs competitiveness, according to 
Hoarau (2014), they can also face several barriers in the attempt to acquire it since the knowledge 
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considered rich in this industry is tacit knowledge, which is quite difficult to imitate, and this type 
of knowledge is based on physical experiences, sensations, ideas, and mental models, and therefore 
cannot be transmitted as explicit knowledge (Zhang, et al., 2015). Thus:

H1: Local knowledge acquisition is positive and directly related with local knowledge assimilation.
H2: Local knowledge acquisition is positive and directly related to community-centered strategies.
H3: Local knowledge assimilation is positive and directly related to the innovation capacity.
H4: Local knowledge assimilation mediates the relation between local knowledge acquisition and 

the innovation capacity.

Lifestyle-oriented entrepreneurs, instead of having a formal business whose profits and economic 
growth as main indicators, they also have different motivations such as environmental or social 
goals (Wang, Hung, & Huang, 2019). Thus, in order to study the motivations TLEs, Wang, et al. 
(2019) argue that these entrepreneurs are led by a business model involving local people, personal 
interest and community encouragement, thus making the local community an important element. In 
this vein, stakeholder cooperation is key, relieving the community as core strategic focus, leading 
to social and cultural understanding that can result in a more effective tourism business (Engeset & 
Heggem, 2015; Choi, 2021). These small-scale tourism firms are essential to offer experiences based 
on the local community, obtaining income and above all, creating local employment (Yachin, 2019). 
Furthermore, the local community is often dependent on relationships with other local businesses, 
making it beneficial for TLEs to carry out activities that have local social benefits (Hallak, Brown, & 
Lindsay, 2012). To create a synergic effect, this type of socialization should be fostered within local 
and other destination communities (Hjalager, Kwiatkowski, & Ostervif, 2017). Furthermore, this type 
of external alliances can also trigger destination modernization (Hjalager et al., 2017).

TLEs embeddedeness in the community leads to a stronger connection with local stakeholders 
(Yachin, 2019). Hence, there is a sense of cooperation within the community (Engeset et al., 2015), 
which ends up being a motivating factor for it, due to local job creation as well as the high wages and 
monetary rewards that result from it (Buckley & Ollenburg, 2013). Local residents play a key role in 
tourism experiences (Buckley, et al., 2013; Daly et al., 2021), as social embedding can have a positive 
impact because interpersonal relationships can develop along the way, thus becoming a valuable 
resource based on trust and knowledge (Czernek, 2014). The knowledge of these local residents is 
translated into specific skills and can then become a resource for TLES, as the community is also 
motivated through increased local employment, financial rewards and, in some cases, local residents 
seek assistance and help to create their own businesses within this industry (Buckley, et al., 2013).

According to Czernek (2014), local residents are great sources of information because: they are 
aware of how the local market works and what it is that makes them perceptible for the recognition of 
market opportunities; they know the limitations of the place well, comprehend the available resources 
and the concrete potential of the place. Thus, Czernek (2014) states that entrepreneurs who are deeply 
embedded in the community are better able to quickly convince others of their activity. As such:

H5: Community-centered strategies are positive and directly related to innovation capacity.
H6: Community-centered strategies mediates the relation between local knowledge acquisition and 

innovation capacity

Place attachment can be defined as an affective link between an individual and a specific 
environment (Prayag & Ryan, 2011). This environment involves humans, animals, private objects, 
brands, destinations and special places (Loureiro, 2014). The interaction between individuals and the 
specific environment is not enough to create the place attachment, because it is through involvement 
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between people, and between people and the place, that emotional affective links are formed (Prayag 
& Ryan, 2011).

Entrepreneurial practices in small rural tourism enterprises, according to Lang et al., (2013) go 
through local soaking in order to create favorable environments for their existence. The main objective 
of tourists visiting this type of place is to feel that they belong to that place, developing a connection 
to it and integrating themselves in the community (Lai, et al., 2017) as if they were part of it. Thus, 
it is also the entrepreneur’s goal to create an environment where she/he feels safe and where she/he 
also feels he belongs physically and socially (Hallak et al., 2012).

The memorable experiences are associated with the strong emotions felt at the time of the 
experience and have the ability to influence the feeling of connection to the place, as well as the fact 
that there is a desire to return, the need to share experiences with people close to us and the desire 
to “pass the word” in order to recommend the destination (Loureiro, 2014).

According to Prayag and Ryan (2011), the sense of place attachment can be studied in two 
different dimensions, the first being the place identity, referring to the strong emotional connection 
of the individual to the place and its components. The second dimension is more functional, related 
to a certain business objective, which can be better achieved through the place elements. According 
to Loureiro (2014), the place attachment is defined as an affective bond between an individual and a 
specific environment, and in this peculiar environment, the feeling of connection can be felt between 
humans and animals, or to specific objects and places. Thus, the place is mentally related to a feeling 
of special attachment, self-identity, interpersonal relationships (Hallak et al., 2012; Al-Haraisa, et al., 
2021) and the community (Lai et al., 2017), as it is also essential for the TLEs to create a specific 
relationship with the community because the community is a key factor in creating a successful tourist 
destination (Hallak, et al., 2012). Thus, we hypothesize:

H7: Place attachment is positive and directly related to community-centered strategies.
H8: Community-centered strategy mediates the relation between the place attachment and innovation 

capacity.

Knowledge assimilation is the second dimension of the absorptive capacity, and is defined as the 
ability to absorb knowledge from an external source (Berghman, et al., 2013), interconnecting it with 
the existing knowledge base, in order to create something unique and innovative, thus contributing to 
the competitive advantage (Hoarau, 2014). Thus, it is necessary to assimilate knowledge from external 
sources by obtaining new interpretations of reality and produce critical reflections on clients, markets, 
processes, internal organization, and the marketing approach (Berghman, et al., 2013; Sawhney, and 
Ahuja, 2021).

The assimilation capacity contains several factors: the assimilation of knowledge and therefore 
innovation; human resources; industrial benchmarking; and finally the dissemination and distribution 
of the same (Hoarau, 2014). As explained by Hoarau (2014), knowledge assimilation and innovation 
refers to the phase of integration and fusion of new knowledge with the existing knowledge stock. 
Given its peculiar nature, tacit knowledge is not easily transferred, thus existing in the individual 
subconscious, although it is possible to draw several benefits from it, such as the fact that the knowledge 
acquired is passed on to local residents encouraging them and offering them the certainty that their 
business will work well (Czernek, 2014). Although tourism innovations have a certain degree of 
difficulty in developing and integrating, they are somewhat easy to imitate, and it is possible to 
have visibility over processes, thus enhancing the innovation spillover effect (Zhang et al., 2015). 
Accordingly we hypothesize:

H9: Local knowledge assimilation is positively and directly related with innovation spillover effect.
H10: Local knowledge assimilation mediates the relation between local knowledge acquisition with 

innovation spillover effect.
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3. METHOD

3.1 Research Design
Given the problem of this study, it was considered that the most appropriate methodology to be 
used will be based on a quantitative approach, encompassing quantitative methods in the analysis 
and discussion of the results obtained. This methodological approach is found to be adequate to test 
complex models (Dias et al., 2020b) and aligns with previous research in the field of entrepreneurship 
in tourism (c.f. Dias et al., 2020b; Dias et al., 2021a).

The target population was selected using as inclusion criteria the following characteristics: 
having a local business related to tourism; independently run business and having other objectives 
than financial (to be considered TLEs). In order to guarantee security and trust, total confidentiality 
and anonymity of the answers to the respondents were promised. The questionnaire has a total of 
22 questions, of which the first three refer to a small individual characterization of the individual, 
questioning the gender, analyzing the level of partnerships that the respondents have with entrepreneurs 
from other places and finally, the number of years that they are exercising the activity in the place 
where they are currently. The questionnaire obtained a total of 115 answers from Portuguese and 
Spanish TLEs.

3.2 Measures
TLEs local knowledge acquisition is measured with a four-item measure. Local knowledge assimilation 
was assessed using a two-item scale, both adopted from Jansen, Van Den Bosch and Volberda’s 
(2005) measures.

TLEs place attachment was measure using a four-item adapted from Lalli (1992). Hallak et 
al. (2012) work provided a measure for community-centered strategy. To evaluate the innovation 
capability of the respondents, four questions were asked to understand their perceptions, adapted 
from Kropp, Lindsay, and Shoham (2006) and finally, to measure spillover effect, three questions 
were asked, adapted from McGee, Peterson and Sequeira (2009). For all the constructs, a 7-point 
Likert-type scale was used (1= totally disagree; 7= totally agree).

4. RESULTS

4.1. Assessment of Model Quality
In order to validate the study in question, the results obtained will be analysed. Smart-PLS was used 
to test the model, which is considered to be very useful for management models including competitive 
advantage resources, strategy, and entrepreneurial innovation (Richter, et al., 2015).

In a first stage, analyses considered important were carried out in order to validate the evaluation 
quality of the model, these being the analysis of reliability, convergent validity, reliability of internal 
consistency and discriminatory validity (Hair, et al., 2016). Table 1 shows the results from this analysis. 
All factors loadings were greater than 0.6, with a minimum value 0.719 (p< 0.001), validating, 
according to Hair, et al., (2016) the individual reliability. Consistency reliability indicators are also 
validated, since Cronbach alpha and composite reliability values exceeded the minimum value of 
0.7 (Hair, et al., 2016).

Convergent validity is confirmed for three fundamental reasons. First, as previously mentioned, 
all elements have been positively and significantly integrated into their respective factors. Secondly, 
all the values obtained, in relation to composite reliability (CR) are higher than 0.7. And finally, 
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as it is possible to verify in table 1, the average variance extracted (AVE) for all factors, exceeds 
the minimum limit of 0.50 (Besser & Miller, 2001). Thus, two methods were used to analyze the 
discriminatory efficacy, first using the Fornell and Larcker criteria, which requires that the result of 
calculating the square root of the AVE indicator (values that are in bold, in table 1, on the diagonal) 
is greater than its correlation with the other factors. (Fornell & Larcker, 1981)

This allows us to conclude, that the Fornell and Larcker (1981) criterion is acceptable for all 
factors. Next, the second method was applied based on the analysis of the heterotraitmonotrait (HTMT) 
criterion (Hair, et al., 2016). All values of the HTMT indicator (values above the diagonal of Table 
1) are below the maximum limit of 0.85 (Hair, et al., 2016), thus providing even more extraordinary 
evidence of discriminant validity.

To evaluate the structural model, the signal, magnitude and significance of the structural path 
coefficients were used. The magnitude of the R2 value (coefficient of determination) was studied for 
the endogenous variables: knowledge assimilation, innovation spillover, community-centered strategies 
and innovation capacity, and was analyzed as an instrument of predictive accuracy of the model, in 
which results of 36.8%, 33.5%, 38.2% and 29.1% respectively were obtained. All the above results 
exceed the minimum limit of 10% (Falk & Miller, 1992). In addition, collinearity showed VIF results 
ranging from 1.00 to 1.089, below the maximum limit of 5 (Hair et al., 2016).

In order to analyze the significance of the coefficients, the Stone-Geisser Q2 values were used as 
a measure of predictive importance of the model (Hair, et al., 2016). The values for all endogenous 
variables are 36.2%, 32.9%, 37.1% and 27.9% respectively, and all results are above 0, this value, the 
limit, (Hair, et al., 2016) and show that the model has a predictive relevance.

4.2 Structural Model (Direct Effects)
Table 2 presents the bootstrapping with 5,000 sub-samples parameter estimation, as indicated by Hair, 
et al. (2016), providing the direct effects between variables. Accordingly, local knowledge acquisition 
has a positive and significant influence on local knowledge assimilation (β= 0.614; p< 0.001) and 
also that local knowledge acquisition has a positive influence on community-centered strategy (β= 
0.290; p< 0.001), providing support for H1 and H2, respectively.

The results also show that place attachment has a significant positive impact on community-
centered strategies (β= 0.503; p< 0.001) as well as, local knowledge assimilation has a positive 
influence on the spillover effect (β= 0.586; p< 0.001). The above result provides support, thus 
validating the H7 and H9 respectively.

Finally, the results show that local knowledge assimilation has a positive and significant effect 
on innovation capacity (β= 0.398; p< 0.001), and that community-centered strategy have a positive 

Table 1. Composite reliability, average variance extracted, correlations, and discriminant validity checks.

Latent Variables α CR AVE 1 2 3 4 5 6

(1) Place attachment 0.851 0.889 0.692 0.832 0.154 0.174 0.180 0.707 0.136

(2) Local knowledge 
assimilation 0.831 0.922 0.856 0.136 0.925 0.735 0.665 0.379 0.542

(3) Local knowledge 
aquisition 0.760 0.845 0.578 0.150 0.607 0.760 0.388 0.478 0.183

(4) Innovation spillover 0.808 0.883 0.717 0.139 0.579 0.343 0.847 0.379 0.412

(5) Community-centered 
strategy 0.712 0.868 0.766 0.549 0.286 0.362 0.265 0.875 0.483

(6) Innovation capacity 0.915 0.941 0.800 0.122 0.474 0.125 0.376 0.383 0.894

Note: α -Cronbach Alpha; CR -Composite reliability; AVE -Average variance extracted. Bolded numbers are the square roots of AVE. Below the diago-
nal elements are the correlations between the constructs. Above the diagonal elements are the HTMT ratios.
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and significant impact on innovation capacity (β= 0.273; p < 0.001), allowing to validate the H3 
and H5 respectively.

4.3 Structural Model (Mediating Effect)
The indirect effects of the mediating variables were also studied, the results of which are presented in 
table 3 below. The results of the study show that the indirect effects of local knowledge acquisition on 
the innovation spillover effect, with the mediate effect of local knowledge assimilation, are significant, 

as well as those of local knowledge acquisition on the innovation capacity, through local knowledge 
assimilation are also obtained (β= 0.360; p< 0.001) and (β= 0. 244; p< 0.001), providing support 
for H4 and H10 respectively. The indirect effects of place attachment on innovation capacity through 
the influence of community-centered strategies are significant (β= 0.137; p< 0.01), supporting H8. 
Finally, the indirect effects of local knowledge acquisition on innovation capacity through community-
centered strategies are significant (β= 0.079; p< 0.01), thus supporting H6.

5. DISCUSSION
The model consider as outcomes, the innovation spillover effect and the innovation capacity. There is a 
logical path where the starting point is knowledge acquisition, the first step of knowledge management. 
Our findings show that a constant state of alert is important, as is the high level of socialization 
between parties. The importance of socialization within the local community corroborates Czernek 

Table 2. Structural model assessment. (direct effects)

Path Path 
coefficient

Standard 
errors t-statistics p-values

Local knowledge acquisition® Local knowledge assimilation 0.614 0.070 8.722 0.000

Local knowledge acquisition® Community-centered strategy 0.290 0.080 3.601 0.000

Place attachment® Community-centered strategy 0.503 0.103 4.930 0.000

Local knowledge assimilation® Innovation spillover 0.586 0.082 7.065 0.000

Local knowledge assimilation® Innovation capacity 0.398 0.072 5.487 0.000

Community-centered strategy® Innovation capacity 0.273 0.066 4.097 0.000

Table 3. Structural model assessment (indirect effects)

Path Path 
coefficient

Standard 
errors t-statistics p-values

Local knowledge acquisition® Local knowledge 
assimilation® Innovation spillover 0.360 0.065 5.388 0.000

Local knowledge acquisition® Local knowledge 
assimilation® Innovation capacity 0.244 0.050 4.780 0.000

Place attachment® Community-centered strategy® 
Innovation capacity 0.137 0.043 3.211 0.001

Local knowledge acquisition® Community-centered 
strategy® Innovation capacity 0.079 0.029 2.656 0.008
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(2014), where TLEs benefit from interdependence relations, thus creating value in the form of synergy 
among the community (Hjalager, et al., 2017).

As the results indicate, community-centered strategies play an essential role in innovation, since 
they are the main source and focus where tacit knowledge is found, and interdependence relations are 
relevant once again, since it can be through them that the innovation capacity of the entrepreneur can 
be significantly and positively impacted (Hoarau, 2014). The fact that local knowledge acquisition 
affects its assimilation was also validated, since it is through the acquisition of new knowledge that 
it is possible to transform the existing knowledge into innovation, and also by adapting the new 
acquired knowledge, in order to produce a new concept within the organization, which will lead to 
an increase in the innovation capacity, however it is not only this process of acquisition, which is 
relevant, but it is also necessary to shape the new knowledge and create something significant that 
allows the organization to satisfy the market (Yachin, 2019).

The results also indicate that place attachment positively and significantly affects community-
centered strategy, since the community itself is part of the environment that enhances the sense of 
place attachment, and this environment is surrounded by memories, special objects and interpersonal 
relationships (Zhang, et al., 2015). Thus, community-centered strategy is considered a basic mechanism 
for this small-scale tourism industry, which corroborates previous statements already validated by 
Binkhorst and Den (2009), however, despite all the abovementioned, there is always some difficulty 
in integrating the new local knowledge already acquired and turning it into innovation (Hoarau, 2014).

As previously studied by Zhang, et al., 2015, the innovation spillover effect, which due to the 
complexity of its nature, cannot be transferred by explicit sources, is then transferred in an unintentional 
way and ends up being carried out ‘automatically’ since the knowledge ends up “spreading” to other 
organizations that offer similar services and products, which corroborates the study by Zhang et al. 
(2015). Given the interconnection of the new knowledge acquired with the basic knowledge of the 
TLEs business and the assimilation and integration of the same, the innovation spillover effect can 
occur through this same process, as this study validates it. As a result, new knowledge is generated 
for organizations within the same community that offer similar products and services, knowledge 
that consists of the base knowledge that TLEs already had, and the innovation that it created itself, 
adding this base knowledge to the new locally acquired knowledge. Thus, the results reveal that the 
process of knowledge management has a positive and significant impact on the innovation spillover 
effect, a result extends existing knowledge since this relationship had not previously been validated 
by researchers.

6. CONCLUSIONS

6.1. Theoretical Contributions
A quantitative approach was used to achieve the research objectives. The objectives are twofold 
based on the antecedents of innovation spillover and entrepreneurial innovation. Results show that 
the management of acquired and integrated knowledge is fundamental to innovation capacity and 
innovation spillover effect. Community-centered strategy plays a crucial role, representing a mediate 
effect on the relationship between the variables. Although little attention is paid to knowledge 
management in small-scale businesses, local communities should be seen as a source of knowledge 
resources, which TLEs can benefit by merely living there, knowing traditions, ideals, people, and 
above all, the market and its needs.

Nowadays, this tourism practice is quite useful for destinations, due to the fact that there are 
more and more potential clients, with the need for ‘emotional fulfillment’ as well as feeling that they 
belong to a specific location (such as TLEs), thus obtaining a special connection, surrounded by 
memories and knowledge, being beneficial for both TLEs and the communities around the region, 
given the possibility of development.
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In general, lifestyle entrepreneurs face the challenge of innovation, a challenge that requires the use 
of tools to achieve it. The knowledge assimilation is another challenge faced by these entrepreneurs. It 
is not enough to acquire the knowledge, but also to know how to see it as an opportunity and integrate 
it in their business in order to be innovative and to satisfy the needs of their clients. As this knowledge 
is applied, a spread occurs among small businesses (with similar products and services) within the 
same community, promoting the innovation spillover effect. This latter relationship, which has been 
identified in this study, thus represents a contribution to the literature.

6.2. Managerial Implications
Practical implications can also be identified. Our study recognizes the importance of local knowledge 
on innovation. It would be fundamental for both destination management organizations and TLEs 
to seek this resource in a more active way, using more informal tools for this purpose, in order to 
develop a large local social network involving the community.

The community has thus proved to be one of the decisive features in the choice of tourist 
destinations, since, due to its local residents, it is beneficial to TLEs in two ways, according to 
Czernek (2014), the residents, besides being a resource rich in knowledge, have unique skills and 
abilities related to sports, culture, food that are practiced in that place, something that can create the 
desirable tourist environment for customers.

Apart from the fact that the connection to the site influences TLEs’ ability to innovate, it would be 
useful if customers also felt this type of connection. Place attachment has several components added 
together in order to exist, the community being one of them as mentioned above. As individuals in 
general seek to feel a sense of “escape” from their routine, and feel that they belong to that location, 
which in the future could increase the likelihood of returning to the tourist destination visited, and 
thus this could become a competitive advantage for the entrepreneur.

6.3. Limitations and Future Research
This study presents some limitations and shows several avenues for future investigations. Due to 
the inexistence of a database informing the total number of TLEs, a convenience non probabilistic 
sample was chosen, causing eventual discrepancies in the representativeness of the studied population. 
Furthermore, the sample included only Portuguese and Spanish TLEs. Future research could replicate 
the model in different cultural contexts, exploring social life dimensions across continents.
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