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Abstract
Purpose — This study aims to identify the structural relationship among social capital, knowledge sharing,
innovation and performance of small- and medium-sized enterprises (SMEs) in a tourism cluster.

Design/methodology/approach — A total of 199 valid questionnaires are collected from SMEs in the
Bomun tourism cluster in South Korea. A structural equation modeling approach is used to test the research
hypotheses.

Findings — The findings suggest that social capital constructs, including network density of structural
capital, relational capital and cognitive capital, all positively influence knowledge sharing among SMEs in the
cluster. This implies that creating social capital is critical to enhancing the competitiveness of SMEs. This
study confirms that knowledge sharing positively affects SME performance through innovation.

Research limitations/implications — This study suggests that social capital, consisting of structural,
cognitive and relational capital, facilitates increased knowledge sharing and innovation in a tourism cluster,
which in turn enhances SME business performance.

Practical/implications — This study suggests that tourism cluster policies should focus on how to create
a friendly operational climate to build social capital and support SME innovation.

Originality/value — This study contributes to the literature on social capital and innovation as well as the
discourse on tourism clusters by addressing knowledge sharing among SMEs in a tourism cluster. It also
expands the knowledge sharing and innovation literature by focusing on inter-organizational social
networking among SMEs.

Keywords Innovation, Social capital, Knowledge sharing, Tourism cluster,

Bomun tourism complex, Small- and medium-sized enterprise (SME)

Paper type Research paper

Introduction

Industrial clusters are groups of enterprises, institutions and organizations in a particular
industry in close geographic proximity, resulting in efficient collaborative synergy. Such
clusters have long been examined by geographers, economists and sociologists (Novelli
et al., 2006; Porter, 1990; Rosenfeld, 1997); more recently, tourism researchers have started to
study tourist destinations as clusters. Most of these studies have been based on Porter’s
(1990) Diamond model, concentrating on structural and macro aspects of tourism clusters,
including spatial proximity, efficiency and competitiveness, while overlooking micro
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aspects such as the social and cultural relationships between individual companies
(Chuluunbaatar et al., 2014; Kim and Wicks, 2010; Tinsley and Lynch, 2007).
This study focuses on two aspects of tourism clusters:

(1) the small-scale characteristics of tourism clusters; and
(2) cluster facilitators.

The first aspect addresses the nature of tourism clusters. Unlike manufacturing, tourism
products consist of both goods and services from diverse enterprises including numerous
small- and medium-sized enterprises (SMESs), which, compared to large enterprises, struggle
with capital requirements, research and development, human resource demands and
information costs (Iordache et al, 2010; Michael, 2003; Novelli et al., 2006; Thomas ef al,
2011). This puts SMEs at a distinct competitive disadvantage, making the formation of close
networks among SMEs critically important to their survival and growth.

The second aspect addresses factors that give tourism clusters competitive advantage.
Social capital is thought to empower open and efficient exchange of information and
resources between companies (Inkpen and Tsang, 2005; Novelli ef al., 2006; Porter, 1990;
Rosenfeld, 1997), enriching relationship networks for the knowledge sharing necessary for
companies to flourish (Martinez-Pérez et al., 2016; Michael, 2003; Thomas et al., 2011; Werner
et al., 2015) and innovate (Garcia-Villaverde et al., 2017; Hausman, 2005; Lai ef al., 2014; Tsai,
2016). It is necessary to identify how tourism clusters can facilitate SME knowledge sharing
and innovation.

Tourism research has not addressed which kinds of social capital stimulate knowledge
sharing within a cluster (Martinez-Pérez et al., 2016; Shaw and Williams, 2009; Thomas et al.,
2011). Some studies have explored social capital and knowledge sharing in large enterprises
but have not addressed its impact either on performance and innovation of SMEs or on
tourism clusters, giving no insight into sound policy for tourism clusters and small business
sectors. We seek to fill this knowledge gap by focusing on the relationship between
knowledge sharing, innovation and tourism performance within the Bomun Complex, the
first national tourist district established in South Korea. It opened in 1979 in the historic city
of Gyeongju, designated by UNESCO as a World Heritage Site. The Bomun Complex is a
suitable sample tourism cluster for our study with SME hotels, restaurants, entertainment
facilities and shops.

This study addresses two questions. First, does social capital drive SME innovation and
performance? Second, if so, what is the structural relationship among social capital,
knowledge sharing, innovation and performance in SME-dominated tourism clusters? Our
findings contribute to the theory of tourism clusters and how SMEs function in terms of
social capital, knowledge sharing and innovation, with practical implications for facilitating
social capital formation and knowledge sharing in tourism clusters.

Literature review and hypothesis development

Tourism clusters and small- and medium-sized enterprises

The concept of industrial clusters arose from Alfred Marshall’s theory of industrial districts
and agglomeration economies (Marshall, 1920), which emphasizes benefits of concentrating
business activity in a geographic area to decrease supplier costs, increase buyer demand
through spillover and decrease transportation costs to both suppliers and buyers. Porter
(1998, p. 254) defined an industrial cluster as “a geographically proximate group of
interconnected companies in a particular field, linked by commonalities and
complementarities”, whereas Rosenfeld (1997, p. 4) defined clusters as a “geographically
bounded concentration of interdependent businesses with active channels for business
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transactions, dialogue, and communications, and that collectively shares common
opportunities and threats”. Clusters contribute to interconnections between firms, suppliers
and related institutions within a geographical boundary, resulting in knowledge spillover
based on geographical proximity (Porter, 1990) and greater ability to innovate (Garcia-
Villaverde et al., 2017; Martinez-Pérez et al., 2016; Novelli et al., 2006) and compete (Porter,
1990; Rocha, 2004). Tourism studies increasingly conceptualize tourist destinations as
industrial clusters. Focusing on Porter's Diamond model, tourism researchers have
evaluated the performance and impact of tourism clusters (Estevdo and Ferreira, 2012; Jin
et al., 2012), and have identified critical factors shaping the competitiveness of these clusters
(Jackson and Murphy, 2006; Jackson, 2006; Hong, 2009).

The tourism industry can be viewed either as fragmented, with many separate SMEs
offering accommodations, attractions, restaurants, shops, transportation and travel
agencies, or as integrated, with a package or bundle of diverse products and services
provided by SMEs from different business sectors in one geographic area (lordache et al,
2010; Michael, 2003; Novelli et al., 2006; Thomas et al, 2011). SMEs occupy an expanding
economic role in many countries facing economic slowdowns, as reflected in the world
tourism organization and the organisation for economic co-operation and development
(OECD) measures to improve the productivity and competitiveness of SMEs in the tourism
industry (OECD, 2008).

SME:s are not smaller versions of larger companies: they are disadvantaged by being less
financially secure, facing shortfalls in human capital and access to information and often
being less experienced in managing strategic decision-making. Nevertheless, SMEs gain
some competitive advantages from simpler organizational structures offering flexibility,
effective and open communication channels and lower resistance to change, although
Davies and Downward (2007) argued that SMEs in the tourism industry are like
manufacturing oligopolies with non-price competition and price inflexibility. Michael (2003)
characterized small antique retailers co-located in rural Australia as a diagonal tourism
cluster, “the concentration of complementary (or symbiotic) firms, where each additional
firm adds value to the products and services produced by the existing firms” (p. 139).

Strategic alliances and cooperation among SMEs at a tourist destination are particularly
important to growth and competitiveness (Peattie and Moutinho, 2000). Thorburn (2005)
suggested that external collaboration of Australian tourism SMEs created a value chain
transferring different levels of tacit knowledge. Pansiri (2008) identified commitment and
compatibility as critical to an alliance’s longevity, showing the importance of SME
executives’ commitment to strategic alliances, and of compatibility and trust between
partners. Williams and Tse (1995) and Morrison (1998) highlighted the importance of
collaboration between tourism SMEs, even with competitors, to enhance service. Bernini
(2009) argued that clustering benefits the tourism industry by pulling together SMEs from
different economic sectors. Lynch et al. (2000) and Morrison et al. (2004) highlighted benefits
that tourism networks provide stakeholders, including SMEs, governmental bodies or
organizations, and others. Lynch ef al (2000) pointed out that these benefits include
knowledge transfer, tourist education, communication, development of new cultural values,
early development of small enterprises, cooperative activities, fostering a common purpose
and focus, community support for a destination, enhanced product quality and visitor
experience and more repeat business.

Social capital
The concept of social capital provides a theoretical foundation that informs our
understanding of tourism clusters. Social capital refers to “features of social organization,
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such as networks, norms, and social trust that facilitate coordination and cooperation for
mutual benefit” (Putnam, 1995, p. 67). It involves “actual and potential resources embedded
within, available through and derived from” the network (Nahapiet and Ghoshal, 1998,
p. 242) and social structures that facilitate action within the network (Coleman, 1988). It is
now seen as essential to enhancing performance at all levels (Coleman, 1988). Putnam (1993)
concluded that nations with high levels of social capital with generalized reciprocity and
trust are more likely to enjoy sustained economic progress.

Social capital is multi-dimensional, largely divided into three dimensions: structural,
relational and cognitive. Structural social capital refers to the overall pattern of connections
in the social system shaped by property, personal and commercial relationships in terms of
density, centrality, connectivity, hierarchy and network configuration (Ahuja, 2000; Garcia-
Villaverde et al, 2017, Martinez-Pérez et al, 2016; Lefebvre et al., 2016; Nahapiet and
Ghoshal, 1998; Uzzi, 1997). Relational social capital refers to assets created and leveraged
through relationships based on respect, friendship, trust, norms, sanctions, obligations and
expectations (Coleman, 1988; Putnam, 1993; Uzzi and Gillespie, 2002). Cognitive social
capital refers to shared representation, interpretations, vision and systems of meaning
among parties, including collective narratives with shared language and vocabulary
(Garcia-Villaverde et al, 2017; Inkpen and Tsang, 2005; Nahapiet and Ghoshal, 1998; Tsai
and Ghoshal, 1998; Uzzi, 1997).

Social capital in all its dimensions has been understood to significantly influence
organizational performance and innovation. According to Martinez-Pérez et al. (2016), social
capital of firm workers led to innovation in the Spanish hospitality industry. Garcia-
Villaverde et al. (2017) showed that cognitive social capital positively influenced radical
innovation of hospitality firms, whereas structural social capital negatively influenced it.

Social capital and knowledge sharing

Clusters can help companies improve performance by creating social capital (Braun, 2015;
Lai et al, 2014). Networking enables small firms to share knowledge and thereby spark
innovation (Pikkemaat and Weiermair, 2007; Yoo et al., 2016), but only if firms believe that
value can be created through cooperation and knowledge sharing (Inkpen and Tsang, 2005;
Shaw and Williams, 2009). Norms and rules among cluster actors increase the exchange of
informal or tacit knowledge (Chen et al, 2014; Lin, 2007). Kim and Wicks (2010)’s tourism
cluster development model for global competitiveness emphasized how networking and
cooperation among cluster actors could maximize benefits to individual companies and the
region.

Shaw and Williams (2009) viewed tourism clusters as vehicles for tacit knowledge
transfer, arguing that proximity facilitates trust and common values for effective knowledge
sharing through inter-firm linkages and informal individual relationships. Serensen (2007)
argued that strong individual relationships with employees at other institutions within a
tourism destination are more important to knowledge transfer than proximity itself. Inkpen
and Tsang (2005) proposed a set of conditions that facilitate knowledge transfer for different
social capital frameworks, be they intra-corporate networks, strategic alliances or industrial
districts.

A dense social network can promote cooperation to enhance knowledge sharing,
information transfer and sustained exploitative innovation (Ahuja, 2000; Tsai, 2016; Uzzi,
1997), whereas strengthening intra-group solidarity may constrain flexibility in local
community development (Woolcock and Narayan, 2000). Oh et al (2004) suggested that a
moderate level of internal group closure resulting from structural relationships and informal
social ties between group members maximized effectiveness. Li et al (2014) showed that
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information sharing among Chinese employees was directly affected by trust and shared
vision but was only indirectly affected by trust and social interaction. Hashim and Tan
(2015) found that examining the continuous knowledge sharing intention of members of the
online business community resulted from their affective commitment and trust in the
community.

Cognitive social capital includes sharing visions, norms, rules, collective narratives,
language and vocabulary, which promotes creation and sharing of new knowledge (Inkpen
and Tsang, 2005; Uzzi, 1997). Lefebvre et al. (2016) revealed that structural, cognitive and
relational dimensions of social capital all positively affect knowledge sharing among
network members. Swift and Hwang (2013) also found that cognitive trust affected
knowledge sharing and created an organizational learning environment among marketing
executives. Cooke et al. (2005) showed that innovative SMEs involved relationships of higher
trust and made better use of collaboration and information exchange than is possible with
large companies . Braun (2015) stated that relational capital contributes to the success of
regional clusters, providing SMEs with knowledge, resources and opportunities.
Relationships based on trust and reciprocity are likely to promote the transfer of specialized
knowledge and resources (Uzzi and Gillespie, 2002). Hence, this study proposes the
following hypotheses:

HI1. Social capital positively influences knowledge sharing.

HIi-1. Network density positively influences knowledge sharing.
HI-2. Network centrality positively influences knowledge sharing.
HI1-3. Relational social capital positively influences knowledge sharing.

HI-4. Cognitive social capital positively influences knowledge sharing.

Knowledge sharing, innovation and performance

Knowledge sharing has been understood to promote innovation and performance. Nahapiet
and Ghoshal (1998) argued that innovation results from exchange of knowledge and
experience between parties who find communication meaningful. Lai et al. (2014) found
knowledge management to be a key mediating factor in innovation of companies in
Taiwanese industry clusters. Innovation has been understood as a significant antecedent to
improved organizational performance in a competitive business environment (Hjalager,
2010; Lai et al, 2014; Li et al., 2014). Wang and Wang (2012) suggested that both explicit
knowledge sharing and tacit knowledge sharing positively influence innovation and
financial performance of high technology firms in China. Hu et al. (2009) found knowledge
sharing by international hotel employees in Taiwan positively influenced innovation in new
services and in quality of service.

Despite the importance of innovation in spurring competitive advantage, innovation of
SME:s has been addressed in relatively few studies (Braun, 2015; Hausman, 2005; Hsu et al,
2011; Hjalager, 2010). Nicolau and Santa-Maria (2013) showed that innovation of Spanish
hotels positively affected sales levels and market value. Lin (2013) also found that service
innovation positively influenced performance in the Chinese tourism sector. In addition,
Yang (2010); Kim et al (2013); Wang et al. (2013) and Li et al. (2014) empirically validated a
direct causal relationship between knowledge sharing and performance. Kim et al (2013)
suggested that knowledge sharing positively affected organizational performance among
employees of South Korean five-star hotels. Li ef al (2014) showed that both content and
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Figure 1.
Proposed research
model

quality of information sharing positively influenced manufacturing performance of Chinese
companies.
This study proposes the following further hypotheses:

H2. Knowledge sharing positively influences innovation.
H3. Knowledge sharing positively influences performance.

H4. Innovation positively influences performance.

Proposed model

Our conceptual model is presented in Figure 1, showing the relationship between social
capital constructs, knowledge sharing, innovation and performance of SMEs in tourism
clusters.

Research method

Study site

We apply this research model to the Bomun Tourism Complex (hereafter “the Bomun
cluster”), a popular destination with typical tourism cluster facilities: an international
convention center, tourist accommodations, golf resorts, shopping malls, spas, an
amusement park and an art gallery, with multiple SMEs located in a 19.38 km? area around
Bomun Lake. It was the first tourism complex in South Korea, funded in 1979 by several
federal agencies, including the Kyongju Tourism Agency [now the Gyeongsangbuk-do
Tourism Corporation: the (GTC)], and the private sector. The government had designated
the tourism industry as a major strategic industry in 1975, consulted with the International
Bank for Reconstruction and Development (IBRD), and decided to develop Kyongju (now
Gyeongju) as the first comprehensive Korean tourism development (Kim, 1980). UNESCO
has designated Gyeongju as a world heritage site and Gyeongju and the Bomun cluster are
internationally recognized as a major tourist destination.

Measurement

We developed a questionnaire after performing an extensive literature review and
considering the uniqueness of SMEs. Social capital constructs were developed specifically
for tourism clusters based on previous research. Structural social capital was
operationalized to mean social network interactions among tourism SMEs in the Bomun
cluster. We focused on two constructs of structural social capital: network density and
network centrality, adapting measurements from Antia and Frazier (2001); Nahapiet and
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Ghoshal (1998); Tsai and Ghoshal (1998) and Zheng (2010). Three items measured network
density, the level of social ties linking people together within the cluster (e.g. “I maintain a
good relationship with other enterprises in the Bomun cluster”). Three items measured
network centrality, an actor’s position in the Bomun network (e.g. “My enterprise is an
important member among others in the Bomun cluster”). Another three items measured
relational social capital, assets created through personal relationships, including trust,
trustworthiness, norms and expectations (Nahapiet and Ghoshal, 1998; Tsai and Ghoshal,
1998). Three items measured cognitive social capital, meaning assets providing shared
representations, interpretations, vision and goals (Nahapiet and Ghoshal, 1998; Tsai and
Ghoshal, 1998). Four items measured knowledge sharing (e.g. “I frequently exchange
important information [such as market trends] with others in the Bomun cluster”), adopted
from Bock et al. (2005); Collins and Smith (2006) and Chen et al. (2014).

Innovation is defined as the degree to which an organization offers new or improved
products and services to the market (Lumpkin and Dess, 1996; Woodman et al., 1993). No
consensus exists on how to measure SME innovation, as traditional large enterprise patent
counts or R&D activities do not seem appropriate (Gumusluoglu and Ilsev, 2009; Lee and
Newton, 2000). Hence, we generated three items to measure innovation based on subjective
comparisons of SMEs (e.g. “My firm provides new products and services earlier than
others”), based on Chen ef al (2011); Jiménez-Jiménez and Sanz-Valle (2011) and Zheng
(2010).

Performance is defined as business growth in sales, revenues and employees since the
previous year. Studies have measured business performance by objective measures,
subjective measures or both (Bagnoli and Vedovato, 2014; De Pablos, 2002; Lin and Chen,
2007; Reichel and Haber, 2005). We used subjective evaluation of respondents, as SME
business performance data are difficult to be obtained (Morrison and Teixeira, 2002; Reichel
and Haber, 2005) and such self-reports have been shown to be reliable (Dess and Robinson,
1984). Previous studies (Agarwal et al, 2003; Lin and Chen, 2007; Wiklund and Shepherd,
2005) have applied subjective measures for SME performance in a one-year period. In our
study, all variables were measured on a seven-point Likert scale from 1 = strongly disagree
to 7 = strongly agree. In addition, respondents answered questions about demographics,
business type and job position.

Data collection and analysis

An on-site survey was conducted with employees or owners of tourism SMEs in the Bomun
cluster in Gyeongju, Korea, from April to June 2015. Serensen (2007) asserted that employees
are important sources of knowledge; therefore, this study considered both employees and
owners as critical research subjects. For data collection purposes, the Bomun cluster was
divided into four geographical zones with four trained survey interviewers. Each
interviewer visited tourism enterprises in an assigned zone. Those who agreed to participate
responded to a self-administered questionnaire. Interviewers were available to explain terms
used and participants were allowed to ask his/her boss about performance questions.
Respondents were given a small gift as a token of appreciation. A total of 250 questionnaires
were distributed; 199 completed surveys were collected for a response rate of 79.6 per cent.
After a validation check, all 199 responses were analyzed.

This study uses structural equation modeling (SEM) to test the research hypotheses
(Figure 1). Data were analyzed using SPSS 18.0 and AMOS 18.0 software. A frequency test
investigated respondent demographics. Our SEM first used confirmatory factor analysis
(CFA) to identify items. We then calculated the structural relationships in the latent
constructs in the model to evaluate the structural model and test hypotheses. AMOS 18.0
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Table 1.
Demographic
characteristics of
respondents

(N =199)

was also used to calculate the significance of assigned weights as well as the subdivision of
correlations into direct, indirect and total effects among latent constructs. The significance
of these effects was tested using a bootstrapping analysis with a nonparametric sampling
procedure with 1,000 bootstrap samples and 95 per cent confidence intervals.

Results

Demographic characteristics of respondents

Table I shows respondent demographics. Of note, 58.4 per cent of respondents were male
and 41.6 per cent were female. Most respondents (66.8 per cent) were 40-59 years old,
followed by those 20-29 years old (14.1 per cent). Of note, 61.6 per cent of respondents earned
two-year college or higher education degrees and 37.9 per cent of them had a high-school
diploma, 41.9 per cent of respondents represented food and beverage businesses, followed
by 29.8 per cent accommodation businesses, 12.1 per cent retail shops such as souvenir
shops and convenience shops and 6.6 per cent tourist attractions. The remainder were from
karaoke establishments, gas stations and bike rental shops. The majority of respondents
were owners or CEOs (52.3 per cent), followed by staff (16.1 per cent), managers (14.1 per
cent), directors (9.0 per cent) and assistant managers (8.5 per cent).

Measurement model

The data obtained confirmed the univariate normality of variables. However, most social
science data do not meet the multivariate normality assumption, and our data also showed
multivariate non-normality based on Mardia’s standardized coefficient. One way to test the
model when the multivariate normality assumption is violated is using the robust maximum
likelihood method based on Satorra—Bentler (S-B) x* However, according to Byrne’s (2010)

Category Variable N (%)
Gender Male 115 58.4
Female 82 416
Age 20-29 28 14.1
30-39 22 11.1
40-49 58 29.1
50-59 75 377
60-69 16 8.0
Education level Elementary school 1 0.5
High school 75 379
Two-year college 55 27.8
University 60 30.3
Graduate 7 35
Business type F&B 83 419
Retail shops 24 12.1
Accommodation 59 29.8
Public agency 10 5.1
Tourist attraction 13 6.6
Others 9 45
Position Staff 32 16.1
Assistant manager 17 85
Manager 28 14.1
Director 18 9.0
CEO/Owner 104 52.3
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test, when an uncorrected (usual) ML approach is used with multivariate non-normal data,
the results concerning statistical significance of the estimated parameters remain the same
when an S-B robust ML approach (corrected ML) is used. That is, as Byrne (2010) suggested,
despite the tendency of the uncorrected ML estimator to overestimate the statistical
significance of estimates, the statistical significance of parameters is still reliable when the
usual ML estimation approach is used. Hence, this study proceeded with ML estimation.

The measurement model in Table II was derived from CFA. The indices of all goodness-
of-fit testing indicate a satisfactory level of fit. The findings confirm that the proposed model
fits the data well: y (df = 188, N = 199) = 377.836; normed y? = 2.01; goodness-of-fit index
(GFI) = 0.854; normed fit index (NFI) = 0.927; Tucker-Lewis index (TLI) = 0.953;
comparative fit index (CFI) = 0.962; root mean square error of approximation (RMSEA) =
0.071; standardized root mean square residual (SRMR) = 0.039. The reliability of multi-item
scales was also confirmed, and all coefficients of Cronbach’s alpha were above the cut-off
value of 0.7 Nunnally, 1978): network density (0.945), network centrality (0.909), relational
social capital (RSC) (0.953), cognitive social capital (CSC) (0.923), knowledge sharing (0.95),
innovation (0.94) and performance (0.944).

Table III shows the results of convergent and discriminant validity testing. All average
variance extracted (AVE) and composite reliability values for multi-item scales were greater
than the minimum criterion of 0.5 and 0.7, respectively (Hair ef al., 2006). The results indicate
a sufficient level of convergent validity for the measurement model. The discriminant
validity of the constructs was also confirmed, as all squared correlations between the two
constructs were smaller than values for the AVE for corresponding inter-constructs (Fornell
and Larcker, 1981).

Hypotheses testing

Figure 2 shows the results of the proposed model in this study. They indicate that the
proposed structural model fits the data well showing y? = 408,046 (df = 196), normed y? =
2.082, GFI = 0.842, NFI = 0.921, CFI = 0.957, RMSEA = 0.074, and standardized RMR =
0.075. The explained variance of endogenous constructs was 66.5 per cent for knowledge
sharing, 20.8 per cent for innovation and 20.6 per cent for performance. Our data indicated
that network density (8 = 0.225, p < 0.01), relational social capital (8 = 0.204, p < 0.01) and
cognitive social capital (8 = 0.497, p < 0.01) had significant impacts on knowledge sharing
in tourism clusters, supporting HI-1, H1-3 and HI-4. The relationship between network
centrality and knowledge sharing was not statistically significant, failing to support HI1-2
(B =0.041, not significant).

H?2 hypothesizes that knowledge sharing will be positively related to innovation of a
tourism SME. This was confirmed (8 = 0.456, p < 0.01). H4 hypothesizes that innovation
positively affects enterprise performance, which was supported (8 = 0.439, p < 0.01). The
impact of knowledge sharing on performance, however, was not confirmed and H3 was not
supported.

Indirect and total effects

The total effects are equal to the sum of all direct and indirect effects of one variable on
another (Kline, 2011). Standardized total effects are interpreted as path coefficients. Table IV
shows the total effects of each dependent variable. Innovation is the most powerful
antecedent for predicting performance, with the largest total effect of 0.439, followed by
knowledge sharing (0.231), cognitive social capital (0.115), network density (0.052) and
relational social capital (0.047). As for innovation, knowledge sharing is the most powerful
factor with the largest total effect (0.456), followed by cognitive social capital (0.227),
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confirmatory factor
measurement model

Table II.
Results of
analysis and
goodness-of-fit
indices for
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Notes: y2 =408.046, df = 196, p < 0.0001, normed ¥2 =2.082, NFI =0.921,
CFI=0.957, RMSEA = 0.074, SRMR = 0.075; *p < 0.05, ** p < 0.01; two tailed
test; standardized coetficient (r-value)

Direct effect Indirect effect Total effect

Constructs KS IN PERF  KS IN PERF KS IN PERF
ND 0.225%* 0.103**  0.052%*  0.225%*  0.103**  0.052%*
NC 0.041 0.019 0.009 0.041 0.019 0.009
RSC 0.204* 0.093* 0.047* 0.204* 0.093* 0.047*
CSC 0.497%* 0.227%%  0115%  0.497**  0.227%%  0.115%*
KS 0.456**  0.03 0.2 0.456%*  0.231%*
IN 0.439%* 0.4397%*

Notes: *p < 0.05; **p < 0.01
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Figure 2.
Results of the
research model

Table IV.
Results of structural
equation modeling

network density (0.103) and relational social capital (0.093). The most significant factor in
assessing the effect of predicting knowledge sharing was cognitive social capital (0.497),
followed by network density (0.225), and relational social capital (0.204).

Discussion and conclusions

Conclusions

This study focuses on two aspects of tourism clusters: first, tourism clusters made up of
SMEs must account for small-scale characteristics of diverse business sectors
providing a bundle of tourism products and services; second, geographical proximity
alone is insufficient to guarantee success of the cluster, so facilitators of SME
innovation and increased performance must be identified. This study analyzed these
issues focusing on SMEs in the Bomun tourism cluster in South Korea and examining
the structural relationship among social capital, knowledge sharing, innovation and
performance. The results reveal that network density, relational social capital and
cognitive social capital have significant positive effects on knowledge sharing, with
cognitive social capital having the greatest effect on knowledge sharing; and that
knowledge sharing among SMEs has a significant and positive effect on performance
through innovation.
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Therefore, the main contribution of this study is to identify the development of social
capital as facilitating SME competitiveness in a tourism cluster. Creating social capital
increases knowledge sharing and transfer among tourism cluster actors, overcoming SME’s
lack of managerial skills and resources needed for innovation. Strong social networks,
shared vision and common goals and trust among cluster members are key elements of
social capital that enable SME knowledge sharing and innovation.

Theoretical implications

This study contributes to the tourism cluster and innovation literature by applying social
capital theory to SMEs. This study is unique in addressing SME knowledge transfer and
innovation within a cluster; the results show that social capital among tourism SMEs
enhances innovation and performance. Finally, it expands knowledge transfer and
innovation literature by focusing on inter-organization social networks among SMEs.

Prior research on social capital and management has focused largely on structural and
relational social capital (Camps and Marques, 2014; Lefebvre ef al., 2016; Lee, 2009) to the
near exclusion of cognitive social capital (Lee, 2009), and it has done so in an intra-
organizational rather than an inter-organizational or cluster context (Camps and Marques,
2014). This study fills this gap and confirms the role of cognitive social capital among SMEs
in a tourism cluster in facilitating knowledge sharing and thereby promoting innovation and
performance; that is, shared vision and collective goals encourage knowledge sharing within
a cluster, resulting in innovative behaviors and enhancing performance. Our findings are
consistent with previous studies that showed shared vision and culture are crucial in
knowledge sharing and innovation in inter-organizational context (Chen ef al, 2014; Li et al,
2014; Lin, 2007) and that the shared cognitive culture of entities in close geographical
proximity is a core element in knowledge transfer (Shaw and Williams, 2009) and innovation
(Hauser et al., 2007).

This study also suggests the importance of network density within a tourism cluster. A
local destination network has been seen as especially benefiting small tourism firms (Copp
and Ivy, 2001; Morrison, 1998). Our findings concur with previous studies to the effect that
strong social network density promotes cooperation that facilitates knowledge sharing,
improves information transfer and sustains exploitative innovation (Ahuja, 2000; Martinez-
Pérez et al., 2016; Uzzi, 1997). SMEs in close proximity and frequent communication share
more information.

Strong social networking among cluster actors is more effective in an environment of
trust. Our findings suggest that relational social capital is important in knowledge sharing
and tourism performance. As researchers have suggested (Chen et al., 2014; Cooke et al.,
2005; Uzzi and Gillespie, 2002), reciprocal relationships of trust are more likely to encourage
the kind of knowledge and resource exchange that contributes to SME innovation and
performance in a tourism cluster. Building trust is key to collaborative innovation among
SMEs, and even between large companies and SMEs. Many in the Bomun cluster perceived
others only as competitors, not helpers: this perhaps indicates a low level of trust when
respondents had few chances to meet, communicate and share ideas about the tourism
cluster as a whole. Given the importance of trusted social networks, further studies should
pinpoint barriers to developing such an environment and should focus on how SMEs can
fully engage social networks within a cluster. Network centrality has been discussed as an
important construct of structural social capital; however, our findings showed, as did those
of Woolcock and Narayan (2000), that network centrality was not statistically significant in
facilitating knowledge sharing in a tourism cluster. The Bomun cluster may not have
enough active networks among individuals to create network centrality.
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While some studies (Kim et al., 2013) suggest the direct impact of knowledge transfer on
organizational performance, our findings suggest that the knowledge sharing does not
increase business performance in the absence of innovation. Kim et al’s (2013) study focused
on knowledge-sharing activities within different units of a single hotel that directly resulted
in increased sales. Sharing of knowledge and resources by distinctly different companies
would be expected to take a longer and more circuitous route, requiring something to spur
collaborative innovation between a wide range of cluster actors including SMEs, large
companies, public agencies, local universities and research institutions. Such a system
should be designed to increase opportunities to share information and resources and to
transfer knowledge and technological skills to SMEs throughout the cluster. This could be
expected to facilitate innovative activities in the cluster and enhance individual firm
performance and the overall success of the cluster.

Practical implications

Our findings suggest that tourism cluster policies should focus on building social capital to
support SME innovation and thereby enhance the competitiveness of tourism clusters. The
first step should be to build cognitive social capital among actors. The public sector,
including destination management organizations, plays a critical role in developing the
shared visions and missions of tourism destinations and delivering them to all cluster actors
to encourage collaboration aimed at enhancing performance of the entire cluster. Although
the GTC has been in charge of the development and management of the Bomun cluster, the
cluster’s goals and vision have not been effectively shared with all cluster actors. To
facilitate knowledge sharing and innovation, the public sector including the GTC should
make an ongoing effort to engage both SMEs and large tourism companies in developing
common goals and collaboration amongst all members.

Second, SMEs should actively participate in social networking to facilitate knowledge
transfer and innovation. SMEs that remain isolated within the Bomun cluster have less
opportunity to access current market trends in and around the cluster, which could block
innovation. Unfortunately, network density was not high in the study region. The GTC
hosts only infrequent workshops and meetings for cluster management, and they generally
address issues common to the larger companies like hotels and condominiums; hence, most
cluster actors are SMEs with limited involvement in formal meetings organized by the GTC.
Van Niekerk (2014) argued that the public sector should help build network relationships
that include all stakeholders. The GTC and municipality should incentivize SMEs to
participate in networking activities to strengthen the Bomun cluster.

This study further suggests that the focus of tourism cluster policy should be to show
SME:s the positive impact of collaborative innovation on their bottom line. Weak networks
leave SMEs lacking in managerial skills, resources and collaborative opportunities, making
it incumbent on the public sector to create and promote social capital, highlight the value of
collaborative innovation and educate SMEs to use the cluster as a resource to develop their
innovative capabilities. Policies should encourage creative tourism ventures and create
systems that promote collaborative innovation of SMEs.

Limitations and future research

Social capital promotes regional learning both within a region and beyond (Malecki, 2012;
Cooke and Wills, 1999). On limitation of this study is that it focuses on social capital within
one cluster. Future research should examine social capital from networking beyond a single
cluster. More research is needed on social capital, knowledge sharing and collaborative
innovation of SMEs in a tourism cluster: future research should focus on the structure of

Tourism
cluster
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networks with SMEs and large companies, the public sector, and other institutions in a
tourism cluster; the role of the public sector on collaborative innovation of SMEs; ways to
build social capital with all cluster actors; the co-creation of knowledge by cluster actors and
customers; and the impact of education on collaborative innovation. Another limitation of
our study is that we examined the overall perception concerning degree of innovation, not
differentiating specific types of innovation and for that reason, perhaps, did not identify
network centrality as a significant factor. Future study could explore network centrality in
the context of SMEs and tourism clusters, looking at particular types of innovation.

Methodologically, this study measured innovation and performance of SMEs using
subjective employee perceptions, as objective SME performance indicators are lacking.
Further research could explore working definitions and measurements of SME innovation
and performance. Moreover, collection of all data through a self-administered survey may
cause common rater effects. Further investigation was conducted to assess common method
bias (CMB) using a single-method-factor approach (unmeasured method factor model) as
suggested by Podsakoff, MacKenzie; Lee & Podsakoff (2003) and Min et al (2016). The
results showed an average substantive factor loading of 0.912, whereas the average method
factor loading was 0.380. Although we were not able to apply a procedural remedy such as
temporal separation, the statistical remedy showed a low ratio of method variance to
substantive variance. Indeed, some of the variables in method variance were shown to be
significant, raising little concern about common method variables. However, there is no clear
critical value for an acceptable ratio of substantive variance to method variance. Some
researchers have stated that CMB is often trivial and does not jeopardize the validity of
findings (Meade et al., 2007, p. 4), though it may still be considered an inherent limitation in a
study such as ours (Conger ef al., 2000). Some researchers (Min ef al., 2016) have recently
questioned CMB in hospitality research. To insure against CMB, future research can use
procedural remedies such as temporal separation or psychological separation, and/or
statistical remedies such as partial correlation approaches, single-method-scale-score
approaches, single-method-factor approaches or multiple-method-factor approaches
(Podsakoff et al., 2003).
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