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ABSTRACT

Eco-innovation is a challenge for tourism industry, given the connection and interrelationship
between environmental quality, economic development and business performance. Th eco-innovation
plans represents a new field of research in its infancy. This paper addresses the conceptual evolution of
eco-innovation to subsequently develop an analytical framework that tentatively explores this concept
and its implementation in Spanish hotel companies through two basic internal characteristics of these
organizations: their economic development and business performance, and their respective size,
measured in terms of capacity. A qualitative research method was implied, making a set of case studies
of 10 Spanish hotel groups, through documentary evidence and structured interviews. Findings suggest
the influencing and determining factors for eco-innovation action.

KeyWords: Eco-innovation, environmental responsibility, hospitality industry, drivers,
organizational change, Spain.

INTRODUCTION

Tourism industry represents 11.2% of the Spanish Gross Domestic Product. Spain has been
among the top five destinations in the world for more than twenty years according to the data recorded
by the World Tourism Organization (UNWTO). Tourism is the main export industry in Spain and creates
13 out of every 100 jobs in the country. In addition to the socio-economic impact of tourism, the sector,
if managed in a sustainable manner, can become a factor of environmental preservation, promotion and
cultural valorization. For this reason, companies in the tourism sector play an important role in
introducing criteria of sustainability and energy efficiency in their operations (Magadan & Rivas, 2011)
adopting eco-innovations to reduce their environmental impact and optimize the use of natural resources
(Gretzel et al., 2012; Séaez et al., 2016).

General speaking, the ability of business organizations to compete is increasingly influenced by
their relationship with sustainability and innovation, either acting separately or synergistically (Esty &
Winston, 2009), generating new markets for environmentally benign products and a new field of
academic study: eco-innovation (Fussler & James, 1996). The company-environment binomial is
transforming processes, products, markets and business strategies by incorporating the principles of



sustainability into the strategic business direction. On the other hand, tourism industry is not immune to
new technologies and their impact on the changes both in the behaviour and consumption patterns of
today's tourist (Aguilo et al., 2005). In short, eco-innovation -or environmental innovation- could play
an increasingly revealing role in shaping a tourism model adapted to the environmental sustainability
principles.

Tourism companies are increasingly implementing innovative plans, not only to sustain growth,
but also as a response to the varying scale and nature of global environmental change (Bell & Ruhanen,
2016). For some companies, this has included the development and adoption of green innovations).
Although tourism literature has considered the topic of business sustainability in broader terms, the
notion of eco-innovations represents a new field of research with studies that still investigate in depth
the adoption of eco-innovations among tourism companies (Tzschentke et al., 2008).

Eco-innovation, as a concept handled in academic literature (Peir6 et al., 2014) in which they
find space for organizational procedures linked to the incorporation of environmental aspects in different
points of the value chain and, even, in their own designs and organizational strategies is relatively recent
(Klewitz & Hansen, 2014). But its interest has grown significantly as a consequence -direct or indirect-
of the new options and business possibilities that are opened with eco-innovation and that could arouse
a special interest in small and medium-sized companies facing improve their efficiency and
competitiveness: i) with the implementation of new or improved processes and products, or ii) with a
thorough reconsideration of their business models. Eco-innovation offers, as indicated above, a path of
competitive efficiency capable of opening new markets. Although eco-innovation is founded on the basis
of technical progress, it can also be promoted simply through arguments that manifest a genuine concern
for the environment or an obvious economic need in the business organization capable of seeing
efficiency gains and competitiveness to which reference has already been made. In any case, the unique
characteristic of an eco-innovative process in organizations is that it must promote always a clear profit
for the environment.

Eco-innovation is shown as one of the great challenges of the tourism industry, given the
increasing connection between environmental quality and the good performance of the sector
(Tzschentke et al., 2008). In fact, numerous studies on the hotel industry have shown that the
commitment to environmental practices improves the financial performance of hotels (Tzschentke et al.,
2008). Despite the industry's progress to be sustainable, hotels are still struggling with the most effective
way to promote their green status (Peir6 et al., 2014).

LITERATURE REVIEW

2. 1. Eco-innovation concept

Eco-innovation can be defined in many different ways (see Table 1); however, it could be
pointed out that two are the most comprehensive (i) a new list of processes and products able to increase
the value for customers and companies and to favour a significant reduction of negative externalities on
the environment (Fussler & James, 1996); ii) the appearance of any novelty or improvement in products
or processes, organizational redesign or new marketing possibilities that, jointly or in isolation, are
capable of optimizing the use of natural resources while minimizing the negative impacts associated with
such changes (Alonso et al., 2016).

Table 1
Eco-innovation definitions (in chronological order)
Study Eco-innovation concept
Fussler & James (1996) | New products and processes offering value to the customer and the
business, but that significantly reduce environmental impacts.
Klemmer ef al. (1999) | All those measures of relevant social actors (companies, politicians,
unions, associations, churches, private homes) that: i) develop new ideas,
behaviours, products and processes, ii) apply or introduce them, and iii)
contribute to the reduction of environmental burdens or achieving
ecologically specified sustainability objectives.
Rennings (2000) Production, assimilation or exploitation of a product, a service, a
Kemp (2010) productive process, a commercial method or new management for the
organization (that develops or adopts it) that favour, throughout its life
cycle, a reduction of environmental risk, pollution and other negative
impacts derived from the use of resources (including the use of energy) in
comparison with relevant alternatives.




Little (2005) Creation of new market spaces, products, services or processes driven by
social, environmental or sustainability problems.

Gonzélez, Sdez & Diaz | Any form of innovation aiming at significant and demonstrable progress
(2013) towards the goal of sustainable development, through reducing impacts on
the environment or achieving a more efficient and responsible use of
natural resources, including energy.

Source: Own elaboration.

Ecological innovations occupy a very important place in the ecological business models. Eco-
innovation can contribute to the establishment of business and social networks, increase in social capital,
business cooperation and the creation of new relationships between the public and private sectors
(Alonso et al., 2016). For these reasons, all eco-innovation definitions agree with the increasing value of
the environment and reflect two derived effects of them: significant reduction of negative externalities
and a better use of productive factors obtained from environment (Hojnik & Ruzzier, 2016).

The suggested concepts of eco-innovation are indicating as a three-dimensional process, the
three pillars of Ecology, Economics and Technology (Gonzalez, Sdez & Diaz, 2013). Any organization
would be in that three-dimensional space looking to progress considering the opportunity costs associated
with an advance without environmental improvements that could have resulted in better business results.
Therefore, eco-innovation seeks to achieving a balance between commercial development and
productivity with an ecological concern attitude and respect for the environment, so that the tourism can
conserve and efficiently use natural resources.

There is still no consensus on the definition of eco-innovation, which is even more evident when
the analysis focuses on tourism, given the lack of studies related to this topic (Garcia ef al., 2015). In
fact, when considering the few existing studies it can be observed that the prevailing concept of eco-
innovation in the hotel industry is perceived as a binomial between environmental management and
innovation, oriented to the continuous improvement of the hotel organization (Gonzalez, Diaz & Saez,
2016).

2.2. Previous studies on eco-innovation

Previous research on sustainability in the tourism field started two decades ago as an analysis
of the adoption of environmentally friendly practices (Alonso et al., 2015) and its economic impacts
(Perramon et al., 2014). Sustainable management and operation affect an organisation in three ways,
namely: 1) it has a direct impact through energy saving; iii) it has an indirect effect because an image that
respects the environment creates a competitive advantage; and iii) gaining the advantage of positioning
itself as an ecological company (Christou & Sigala, 2002; Valachis et al., 2009; Hsiao & Chuang, 2016).

Eco-innovation research is more recent and, therefore, it is in an initial or embryonic stage
(Alonso et al., 2016). As is the case in other fields of study, it began in the manufacturing sector (Segarra
et al., 2014). In particular, the creation and adoption of ecological innovations have been analyzed in this
sector, and a series of triggers have been identified for their development (Alonso et al., 2016): 1)
investment in Research and Development and Innovation and export capacity of an innovation (Horbach
etal.,2012), have little place in the services sector; ii) the possession or size of a critical mass of resources
and capacities, the mastery of certain technological capabilities and the existence of specific
organizational characteristics for each company (Biondi et al., 2002), can belong to all types of sectors.
In any case, it seems that there is a consensus that indicates that environmental regulation and market
mechanisms are the main triggers for the creation, development and diffusion of eco-innovations
(Horbach et al., 2012). iii) It comes from the environment in which the company develops its activity
than from the company itself (del Rio, 2005). Therefore, subsequent research indicated that internal
factors could boost more than external factors because companies have little or no control over external
factors.

Eco-innovation in tourism field has been little documented in academic research or scientific
articles (Alonso ef al., 2016). The issues that have been studied in the academic literature include the
role of eco-innovations in the choice of tourist establishments, such as restaurants, the types of eco-
innovations adopted by restaurants and hotels (Horng et al., 2016), and the importance of using eco-
innovations in the design of the physical environment of restaurants to generate an innovative
atmosphere. It is important to highlight that eco-innovations include numerous action plans that affect
tourism companies and destinations in fields such as energy, recycling, water, buildings / construction,
interior design, new products, processes and business models, new materials, the use of eco-biological /



organic product, to name a few (Alonso et al., 2016). It is believed that generation, development,
adoption and diffusion of eco-innovations are different and much more complex than other innovations.

The research hypotheses, advanced by the present study, are discussed in the following
subsections.

2.3. Research hypotheses

Initially, drivers of eco-innovation are both on the demand side -market- and on the supply side
-capacity of the organization. Literature suggests the following drivers: (i) customers’ demands /
requirements; (ii) the existing legislation and regulations; (iii) the reputation / image of the organization;
(iv) savings / decrease of operational costs; and(v) the business commitment to social wellbeing, in terms
of corporate social responsibility.

This study attempts to explore the relationship between eco-innovation and two hypotheses
linked to the internal characteristics of a hotel company: its business performance (measured in terms of
annual turnover) and its size (measured in terms of unit capacity).

Scholars suggest that there is a direct relationship between financial performance, business
results and eco-innovation (Doran & Ryan, 2012). Good financial performance is a prerequisite to the
development of investments in eco-innovation and, consequently, the generation of positive results over
time. This is a driver for hotel organisations to design and develop eco-innovation plans. In addition, this
relationship tends to be bi-univocal: successful hotel organisations are favourable to eco-innovation and
eco-innovative hotel organisations tend to achieve better results than non-eco-innovative ones. Based on
the above, the following hypothesis is proposed:

H1:The higher the turnover of a hotel company, the stronger is the incentive to implement eco-
innovation plans.

Hotel organizations do not evolve towards eco-innovation from similar positions. A
determining factor is the size / capacity to achieve incentive and streamline eco-innovation processes
(De Marchi & Grandinetti, 2012). Studies see, for instance (Sigala et al., 2002; De Marchi & Grandinetti,
2012) indicate the positive and high correlation between size and eco-innovation, arguing that larger
organizations tend to be more inclined to commit to eco-innovation. This is regarded as consequence
related with the greater control over compliance with environmental regulations. On the other hand, from
the perspective of internal analysis of business organizations, the question is if the capacity influences
positively or negatively eco-innovation plans (Molero & Garcia, 2008). Based on the above, the
following hypothesis is proposed,

H2:The bigger is the capacity of a hotel company, the stronger is the incentive to implement
eco-innovation plans.

The two hypotheses were tested by means of an empirical study.

EMPIRICAL STUDY: RESEARCH METHOD

This study adopted and implemented the case study method to investigating the two hypotheses.
Creswell (2005) considers that in a case study there should be cross-checking of data sources. Through
it, we ensure the constructive validity, since the use of different data sources and methods of analysis
will allow us to get a more accurate picture of the reality we are investigating (Christou & Kassianidis,
2002; Johnston et al., 1999).This study has used different methods of collecting information: 1)
documentary evidence, which could be obtained through advertising, catalogues, reports and reports
from companies, as well as financial data, among others; and ii) structured interviews via Skype and e-
mail.

Nowadays, more than 122 hotel chains operate in Spain, having a capacity of 628,556 rooms.
This study analyses 10 companies that lead the national hotel offering and have a remarkable
international presence. The analysed hotel chains have 3,221 hotel units (2.587 in Spain), 297,018 rooms
(12,159 in Spain), and achieveda turnover of 13,724.3 million euros.

The selected hotel companies (convenience sampling) are 10 hotel chains belonging to the main
Spanish national hotel chains, which have been named A1, A2, A3, A4, A5, A6, A7, A8, A9 and A10.
Table 2 depicts the profile of the 10 organizations studied.



Table 2
Sample:Hotel chains studied

Type Ketitiomat | esenee | spaim | Ratio=cpS/
X S .y
Ny | Years of| Comorate | “p | euros) ap) (PS) 18 in %
operatio 1 hotel 8 Numbe | Numbe | Numbe | Numbe
e er y
n s rof rof rof rof | Hotel | Room
2016 2015
hotels | rooms | hotels | rooms s K}
2016 2016 2016 2016
Urba
n 5 stars
Al 62 Balearic | Beac | o o [ 2878012900010 514 | g305n | 150 | 34867 | 48% | 42%
Islands h 0 0
3 stars
hotel
s
Beac
Balearic h Sstars | 2.025,0 | 1.847,0 o o
A2 62 Islands hotel | 4 stars 0 0 78 27551 33 9665 42% 35%
s
Urba
n
. Beac
A3 61 Balearic h Sstars | 2.011,0 | 1.848,0 93 42291 1 1142 | 34% | 26%
Islands 4 stars 0 0
hotel
s
. 5 stars
Ad 40 Madrid U;ba 4 stars 1'4(7)5’0 1'3(9)5’0 381 | 58714 | 139 | 17588 | 37% | 30%
3 stars
Urba
n
A5 Balearic | Beac | Sstars | 1.317,1 | 1.178,9 o 0
87 Islands h 4 stars 0 0 109 32770 51 13858 | 47% 42%
hotel
s
Urba
n
Balearic Beac > stars
A6 58 4 stars 558 500 50 12804 26 6214 52% 49%
Islands h
3 stars
hotel
s
A7 38 Catalonia | Urba | 4stars | g5 440 55 | 14658 | 44 | 10391 | 80% | 71%
n 3 stars
Urba
n
A8 35 Catalonia | Beac | Sstars | 4 370 66 9808 55 6653 | 83% | 68%
h 4 stars
hotel
s
Beac
Canary h 5 stars
A9 46 389,6 319,17 20 7463 11 5187 55% 70%
Islands hotel | 4 stars ’ ’
s
A10 17 Madrid | U2 | Ss@rs 366 | 1oy 39 5691 30 3478 | 77% | 61%
n 4 stars

Source: Own elaboration.

FINDINGS: ANALYSIS OF RESULTS AND DISCUSSION

Tourism in general -and hotel industry, in particular- has not been oblivious to the changes in
political and social attitudes regarding their commitment to environmental sustainability. In this new
context, hotel companies have had to face new challenges posed by environmental innovations that,
incardinated in their respective internal processes, are able to offer a way of compatibility with
environmental management. Nonetheless, these eco-innovations entail, in addition to an awareness of
the need for protection and sustainable use of natural resources, a financial challenge due to returns
achieved in the medium or long term. This challenge leads companies to reconsider their organizational
structure in order to obtain competitive advantages based on of ecological innovations of ecological



nature. This was postulated by H1 (the higher the turnover of a hotel organisation, the stronger is the
incentive to eco-innovate).

Using the information obtained through the analysis of cases, it can be concluded that
organizations are becoming more environmentally aware. For the representative of Al, sustainability is
an element inherent to positioning as a company, both present and future, which becomes a backbone of
the business model, thus ensuring the creation of economic value in a sustainable way. Its representative
recognizes that management based on sustainability criteria allows them to have an important tool for
continuous improvement of the daily activity of their units, focused on mitigating the impact on
environment. The representative of A2 claims that it was in the last years when the organization began
to take seriously the environmental management and points out that they initially began with an approach
to the idea of sustainability from the people to subsequently moving towards the environment. This
organization identified the increasing interest on the part of its clientele in carrying out a respectful leisure
with people, cultures and means to which was added the concern of government, with regulations. The
representative of A2 points out that the hotel chain has a strong commitment to environmental
preservation and respect for the fauna and flora in all the destinations in which they operate, based on
the opinion that sustainable economy is the way forward. The representative of A2 claims that they have
reached that awareness and environmental plans pushed by demand.

The representative of A3 argues that they operate on daily basis to develop their business in an
increasingly responsible manner with the environment and the community. He also indicates that they
are aware of the direct impact of theiroperational activities on the environment and that is why they work
to minimize by implementing plans aimed at ensuring efficiency and savings in energy and water
consumption, protecting biodiversity, and avoiding pollution. The interviewed representatives of A5, A6
and A9 share the same opinion and argument they act in terms of environmental sensitivity (certifications
and environmental sustainability plans, energy efficient equipment, etcetera.) driven by demand and legal
requirements / regulations.

The representative of A4 states that this company is fully committed to integrate responsible
business management in the economic, social and environmental fields. The representative of A7 goes
further by collaborating actively in various social and environmental projects with non-profit
associations, hospitals, schools, orphanages, contributing to a sustainable development of its hotel units.

The representative of A9 indicates that their company has successfully implemented different
tools for sustainable management, making in recent years heavy investments, in the fields of energy
(renewable sources and efficient use), and wasteas well as water management. Hotel organisation A10
annually establishes objectives and goals both at the chain / corporate and unit levels. She points out that
“promoting sustainable development in line with our daily activity is a strategic value: it is about
promoting sustainable development in line with the activity daily. ’In all these cases, it is emphasized
that the financial capacity of the respective organizations made it possible to introduce different
environmental management processes aimed at achieving certifications, labels and approvals. Over time,
this formalization and institutionalization of good practices of environmental management within each
organization has focused on obtaining better results to achieve a range of customers more increasingly
aware of respect for environment.

Representatives of Al, A2, A3 and A4 enthusiastically expose the achievements of their
respective organizations in the field of eco-innovation. Beyond being or dealing with a necessary
adaptation to social changes specified in government regulations or a perception of the new concerns of
their clientele, what is involved is to advance in the improvement of the organization. For these hotel
organisations, addressing the challenge of eco-innovation is to have long-term vision: energy is saved
and, therefore, there is a costs reduction; in addition, the related plans are enhancing and improving the
prestige of the organization itself. In A1, A2, A3 and A5, they state their commitment to environmental
sustainability through the adoption of innovations positively feeds the economic results of the
organization. In short, for A1, A2, A3, A5 and A6, eco-innovation can be defended in their organizations
not only by the need to build an awareness of respect for the environment, but the same long-term
economic rationality makes the adoption of environmental innovations an opportunity to distance income
and costs to advance the benefits.

Based on the above discussion, it could be argued that there is a direct relationship between
financial performance, business results and eco-innovation, as suggested by previous studies (Doran &
Ryan, 2012). Hotel organisations with higher turnover have more incentives to eco-innovate as they
perceive eco-innovations as investments whose returns in the medium and long term allow them to



consolidate a competitive advantage derived from the positive assessment by increasingly growing
clients sensitive to their relationship with environment.

As for the second hypothesis, it is proposed that the higher the number of rooms in a hotel
company, the stronger is the incentive to eco-innovate. Based on information obtained by means of cases
analysis, it was found that all interviewed representatives recognize the need for better waste
management and an optimal use of energy and water in all the hotels of their respective organizations.
Particularly, in the cases of Al, A2 and A3, the direct relationship between this management concern
and the hotel size is underlined, especially by the control of indirect variable costs associated with the
processes of consumption and operations within the hotel units. The organisations A2 and A3 claim that
they refuse to transfer the burden of environmental sensitivity to clientele because encouraging them, for
instance, to use water responsibly is a wake-up call to their awareness, but it is not a suitable business
solution to the challenges that arise in the hotel environment management.

Therefore, the capacity of hotel companies, measured in number of rooms, may stimulate and
speed up the eco-innovation processes as indicated by previous studies (Christou, 2006; De Marchi &
Grandinetti, 2012). Larger companies are more prone to eco-innovation (De Marchi & Grandinetti,
2012). This is due greater governmental pressure and closer monitoring by public administration.

When analyzing the internal structure of the companies studied and bearing in mind a potential
linkage between eco-innovation and size the research question proposed is whether this variable can
suppose a brake on eco-innovation or just the opposite (Molero & Garcia, 2008). Based on the above
discussion, it could be argued that the higher the number of rooms in hotel organisations the stronger
their incentive to eco-innovate aiming at two objectives (i) to manage available resources efficiently,
and (ii) to achieve significant decreases in indirect variable costs.

Therefore, the two hypotheses advanced by the present study were supported.

CONCLUSION AND IMPLICATIONS

This study attempted to consider and analyse a topic of importance for the strategic management
of hotel companies in general, which is progressing in Europe in an outstanding way and which is
expected to follow an analogous pace in the Spanish hotel industry, considered as one of the most
important in the world.

Based on the above discussion, this study could conclude about the main drivers of eco-
innovation in the context of Spanish hotel industry. It is believed that two are the main drivers to design,
develop and implement plans of innovation is the field of hotel environment management, namely the
capacity and the financial performance. The higher the turnover of a hotel company, the stronger is their
incentive to eco-innovate; and the bigger theircapacity (in terms of units and number of rooms), the
strongeris their incentive to eco-innovate. Nonetheless, the analysis allows us to classify the hotel
organizations into two groups: (i) First group - Reactive eco-innovators: their annual reports include the
progress in environmental matters, progressively certifying their hotels in environmental quality and
underlining the change in market trend, every time more oriented to sustainable products and services;
and (ii) Second - Pro-active eco-innovators: the organisations publishing annual sustainability reports
with the actions performed in this field trying to go ahead of the standards, and trying to make use of eco
-innovations in their hotel units.

In the first group (Al, A4, AS, A6, A9 and A10) the "push factor" was twofold: firstly,
government regulations and, secondly, the greater customers' sensitivity and concern about environment.
From there, these organizations realise that eco-innovation is not an ‘expensive obligation’, but a long-
term strategy to reduce costs and improve the position of the different hotel units of their respective
organizations. In the second group (A2, A3, A7, A8 and A9), there is a certain anticipation and vision
'beyond' mandatory regulations and market demand, making them take control of the internal processes
and operations of their hotel units, driving them towards the eco-innovation from the conviction that this
is the adequate strategy to make a high quality and profitable hotel company.

Hotel organizations are seeking to adapt to the conditions of an evolving and challenging new
socioeconomic and ecological context. Their management (mainly senior) are beginning to accept the
value of an organizational culture capable of transforming and guiding companies towards sustainable
development.



The first conclusion is to see eco-innovation as a source of competitive advantages (Kemp &
Horbach, 2007) in the medium and long term associated with: i) a significant reduction in costs, ii) an
improvement in business reputation, and iii) access to market segments 'environmentally sensitive and
aware' wishing to enjoy their leisure in a sustainable way (respectfully) with environment.

The second conclusion is to highlight the driving role of government policies to guide hotel
companies towards good environmental practices. In fact, eco-innovations and their implementation in
the hotel industry should be supported by the different instruments or mechanisms (mainly incentives,
subsidies and tax reductions) and available government policies (policies for information dissemination,
technology transfer and of creating associations and clusters of a mixed public-private nature) in order
to minimize possible barriers to knowledge (Doran & Ryan, 2012; Hojnik & Ruzzier, 2016). In some
cases, this orientation will have a reactive nature: the regulations act by defining the limits of what is
environmentally acceptable (Horbach ef al., 2012; Rennings, 2000). In others, a dialogue and an
engagement among social stakeholders could contribute to promoting a citizenship with ecological
awareness and concern. The latter will enhance organisations to make decisions and implement plans
positively influenced by environmental sensitivity.

This study contributed to our knowledge of the eco-innovation and environment management
in the field of hotel industry; however, it entails some limitations. It presents limitations related to the
selection of the sample that will require in the future a broader and more detailed study to analyse the
evolution of eco-tourism innovation in Spain, a country as rich as diverse in tourist terms. The profile of
hotel companies considered is very marked by its urban character, but it would be desirable to evaluate
hotel units with different targets to detect if there are significant differences in the implementation of
environmental innovations depending on the market to which Spanish hotel companies are oriented.
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