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Abstract

Tourist destinations face increasing spatial, environmental, and social pressures. Therefore,
it is necessary to direct the further development of tourism towards achieving overall
balance, with a tendency to minimize all negative effects. One possible mechanism for
establishing a harmonious relationship among all stakeholders in tourism is the causal
relationship between the constructs of market orientation (MO), circular economy (CE),
innovation (INN), and sustainability outcomes. Within this framework, the present study
examines their interconnectedness through structural equation modeling (SEM). The empir-
ical research was conducted on the island of Tenerife, Spain, with a sample of 108 tourism
firms. The theoretical foundation of the model is based on the concept of the Tourism
Cooperative (TC), which strives to place the environment at the center of the tourism
dynamic system at the destination level. The results indicate the negative influence of
MO on CE, the mediating role of INN between MO and CE, the direct influence of INN
on sustainability dimensions, both directly and indirectly via CE, as well as the bridg-
ing role of global partnerships in achieving social sustainability. These findings provide
a solid theoretical basis and practical guidelines for tourism stakeholders, particularly
tourism firms.

Keywords: market orientation; circular economy; innovation; SDGs; tourism cooperative;
tourism firms; SEM

1. Introduction

Tourism is one of the fastest-growing sectors globally, and thus, it generates valuable
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Within this perspective, market orientation (MO) emerges as a foundational strategic
mechanism that enables tourism firms to monitor consumer and market needs while
adapting accordingly (Kohli & Jaworski, 1990; Narver & Slater, 1990). MO can also be
viewed as an instrument that encourages the design of sustainable products and services
(Mitchell et al., 2013). Growing empirical evidence demonstrates the positive influence
of MO on the implementation of circular economy (CE) practices, while simultaneously
enhancing sustainability performance (Hoffmann & Marticke, 2024; Oliveira Rosa & de
Oliveira Paula, 2023; Schmidt et al., 2021). The concept of Sustainable Market Orientation
(SMO) also appears in the literature, which incorporates environmental and social objectives
and, as such, promotes distributed decision-making (Luci¢, 2020; Mitchell et al., 2013).

Understanding the complexity of the relationship between MO and CE is of vital
importance, since prior studies emphasize the role of innovation (INN) as the key pathway.
Through this said pathway, MO and SMO can both generate positive CE practices and
sustainability outcomes. In this context, market-oriented firms are more innovative and
more eager to adopt new technologies and integrate both environmental and social aspects
into product or service design (Giang, 2022; Santos et al., 2021; Sari & Indriani, 2023;
Strippoli et al., 2024). In tourism, CE adoption is influenced by different aspects, such
as environmental, supply chain, economic, informational, legal, market, organizational,
public, social, and technological factors (Pasqualotto et al., 2023). Although the transition
from a linear to a circular model necessitates technical and organizational INN, empirical
studies that link CE adoption directly to sustainability outcomes in tourism remain scarce
(Axhami et al., 2023).

Based on the previous insights, this study introduces the Tourism Cooperative (TC)
framework as a form of destination governance, the main aim of whose is to connect all
actors in tourism into a novel system. Based on the principles of social, economic, and
environmental sustainability, the system is bound to be led by shared institutional and
stakeholder responsibility (Castree, 2003; Haraway, 2016). From a theoretical perspective,
the TC model functions according to gravitational and rotational principles in the Solar
System. Just as the planets orbit the Sun, while maintaining the same distance, the tourism
firms likewise “orbit” the “core” of the TC, where experts are located within the fields
of MO, CE, INN, and overall sustainability. Tourism stakeholders have the opportunity
to receive adequate advice and practical examples from these experts in order to estab-
lish a sustainable business model. Local communities also have the opportunity to join
this system.

Considering other forms of destination governance, e.g., collaborative governance,
destination networks, and destination management organizations (DMOs), the TC frame-
work aims to overcome their main barriers. More precisely, they are all grounded on
collaborative principles between stakeholders through institutional frameworks. However,
it is uncertain whether tourism firms and local communities receive necessary information
and resources for transitioning to sustainable operations (Bichler & Losch, 2019; Bono i
Gispert et al., 2023; Panagiotopoulou & Skoultsos, 2025). In summary, this approach views
tourist destinations as unique systems with limited resources and highlights the importance
of a comprehensive overview and understanding of the complexity involved in achieving
sustainable tourism development.

Based on the evidence above, the fundamental matter of this study addresses the
exploration of mechanisms at the level of tourist destinations that would enable tourism
firms to direct their operations towards sustainable development. In this regard, the
following objectives are defined:

o  Testing the causal relationship between MO, CE, and INN;
e Examining the influence of CE on sustainability outcomes;
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e Evaluating CE as a mediator between MO and all sustainability dimensions;
e  Exploring the influence of INN on sustainability.

2. Theoretical Framework
2.1. Market Orientation, Innovation, and Circular Economy

The adoption of CE principles at the micro level, that is, at the level of tourism
firms, is in and of itself complex and requires the participation of a large number of
actors in order to adequately adapt the entire organizational structure of the firm. Based
on a systematic literature review, Pasqualotto et al. (2023) singled out ten factors and
barriers influencing CE: environmental, supply chain, economic, information, legal, market,
organizational, public, social, and technological factors. Among these categories, market
dynamics permeate almost all structures, because it encompasses both organizational
conditions as well as consumer and competitor orientations. Therefore, it can be concluded
that MO plays an important role in the practical application of CE practices (Hoffmann &
Marticke, 2024; Pasqualotto et al., 2023; Schmidt et al., 2021).

Academic interest in researching the influence that MO has on CE has intensified, and
studies provide evidence of this direct link. For example, Hoffmann and Marticke (2024)
showed that MO positively influences CE implementation in German SMEs. Schmidt et al.
(2021) found that MO fosters the transition towards circular business models. It has been
observed that all aspects of MO can encourage the implementation of CE principles. In
this context, customer orientation can help identify and analyze the needs of consumers,
especially those that align with the principles of sustainability. Competitor orientation
serves as a basis for achieving a competitive position in the market and examining the
ways in which the competition creates value through eco-innovation. Furthermore, inter-
functional coordination enables the transformation of internal structure of enterprises,
which functions as a single system, into collaboration that fosters closed-loop orientation
(Aboalhool et al., 2024; Haskas et al., 2021; Ismail et al., 2023).

Previous studies have mostly shown a positive relationship between MO and CE
(Aboalhool et al., 2024; Hoffmann & Marticke, 2024; Schmidt et al., 2021). However, it is
important to point out the limitations of context-specific research in tourism, which impede
the generalization of results. Tourism is a dynamic process, dependent on numerous
internal conditions and external factors, especially regarding sustainability-related issues.
Overall, the literature suggests that MO may serve as a catalyst for CE. These findings
support the formulation of the first hypothesis:

H1la. MO has a direct positive effect on CE.

A growing body of research shows a strong positive relationship between MO and
INN in tourism firms. It has been demonstrated that MO, encompassing customer, com-
petitor, and inter-functional coordination, encourages the adoption of innovative solutions
in business operations (Civre & Gomezelj Omerzel, 2015; Sari & Indriani, 2023). This is un-
derstandable, since market-oriented and innovative enterprises achieve higher profitability
and returns on investment and are also more inclined to introduce digital technologies (Al-
Romeedy & Khairy, 2024; Cheng et al., 2022; Kandampully et al., 2023; Papaioannou et al.,
2018). The structural link between MO and INN in tourism has been widely investigated
in different spatial contexts and tourism sectors, consistently confirming their positive
correlation (Chandran et al., 2024; Elgarhy & Abou-Shouk, 2023; Giang, 2022; Jalilvand,
2017). Although there is a solid theoretical basis indicating that market-oriented subjects
tend to innovate, previous empirical research lacks evidence of both organizational and
technological causal relationships between MO and different types of INN (Al-Romeedy &
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Khairy, 2024; Chandran et al., 2024; Kandampully et al., 2023; D. Zhou et al., 2025). Based
on previous evidence, the following hypothesis was established:

H1b. MO has a direct positive effect on INN.

The tourism and hospitality industry is increasingly transitioning from linear “take-
make-dispose” models to the adoption of circular approaches that minimize waste (Segarra-
Ofia et al., 2024). INN, as the term itself suggests, includes novel procedures and techniques
that help companies keep pace with technological changes and implement them. This is es-
pecially important in tourism, where the need for sustainable development plays a primary
role (Nassanbekova et al., 2023). However, empirical evidence on INN's effectiveness in
driving CE is still fragmented. Positive examples exist, but their main drawback is reflected
in the reduced ability to interpret results across different geographical contexts (Suchek
etal., 2021; Surya et al., 2024), particularly concerning isolated island destinations inher-
ently limited in resources. Moreover, there is a lack of studies monitoring the long-term
effects that innovative solutions would have on CE practices in such cases (Segarra-Ofia
et al., 2024).

On the other hand, the adoption of INN in business is accompanied by certain barriers,
such as a focus on short-term economic results, limited resources, or institutional regula-
tions. Together, these barriers prevent innovative solutions from becoming widespread
(Chountalas et al., 2024; Lagioia et al., 2024). In addition, Lagioia et al. (2024) found that
there is a satisfactory level of sustainability awareness in the surveyed hotels in southern
Italy. However, the implementation of CE practices remains negligible. Overall, there
is a solid research base suggesting that INN encourages businesses to shift towards CE
solutions. However, the implementation of both INN and CE requires more extensive
research, since numerous factors influence this relationship, along with the underlying
structure of the constructs examined. Therefore, the following hypothesis was formulated:

H1lc. INN has a direct positive effect on CE.

Prior research supports INN’s mediation effect on the relationship between MO and
CE (Haskas et al., 2021; Ismail et al., 2023). Tourism companies whose business models
are oriented towards monitoring and evaluating consumer needs, competitors” activities,
and inter-departmental collaboration are more inclined to adopt innovative solutions in
developing products and delivering services that encourage CE (Al-Romeedy & Khairy,
2024; Civre & Gomezelj Omerzel, 2015; Sari & Indriani, 2023). It is also important to note
that digital and eco-innovations are particularly prominent in this context (Nassanbekova
et al., 2023; Segarra-Ona et al., 2024; Surya et al., 2024). In addition, innovative and circular
business models can help overcome certain financial, organizational, and knowledge
constraints (Chountalas et al., 2024; Lagioia et al., 2024; Yadav et al., 2024). Although the
existing evidence supports the structural relationship MO — INN — CE, a more substantial
approach is needed in tourism studies to support its longer-term significance. Thus, it is
proposed that:

H1d. INN mediates the relationship between MO and CE.

2.2. Circular Economy and Sustainability Outcomes

Previous investigations have shown broad consensus in recognizing CE practices
as a tool that helps achieve overall sustainability. It is worth mentioning that the focus
has gradually shifted from focusing on environmental sustainability (ENVS) as a crucial
dimension, towards social and economic sustainability (ECONS) as well, and subsequently
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highlighting the importance of global partnership (GP), which permeate all spheres of sus-
tainability (Pratap Singh et al., 2023; Rodriguez et al., 2020; Sa Liow, 2024). Although there
are certain studies that highlight the direct connection between CE and social sustainability
(SOCS) (Bosone & Nocca, 2022; Remenyik et al., 2025), in the current study, hypothesis H2a
was not statistically justified, making it necessary to introduce GP as a mediator.

When it comes to the connection between CE and the dimensions of sustainability
related to the economy and environment, several studies confirm their causal relationship.
In terms of economic effects, CE can be regarded as a tool for reducing costs and achieving
efficient resource use (José Carvalho et al., 2024; Sharma et al., 2024). On the other hand,
the benefits of introducing CE practices at ENVS are reflected not only in waste reduction
but also in the development of green INN, which is of particular importance for achieving
long-term sustainability goals (Hasnawati & Irmawati, 2024; Radosavljevic & Mihailovic,
2024; Sa Liow, 2024; Tomassini & Cavagnaro, 2022; Zaki & Farrag, 2024).

Collaboration among tourism stakeholders has been found to be influenced by CE
(Bosone & Nocca, 2022; Singh et al., 2023). Such cooperation among tourism firms, commu-
nities, and governments constitutes the theoretical and practical basis of GP, which is why
it was necessary to introduce GP as a mediator in the CE-SOCS relationship in the model
examined in this study (Axhami et al., 2023; Bosone & Nocca, 2022; José Carvalho et al,,
2024; Remenyik et al., 2025; Sharma et al., 2024).

The above-mentioned insights lead to the formulation of the following set
of hypotheses:

H2b. CE has a direct positive effect on ECONS.
H2c. CE has a direct positive effect on ENVS.
H2d. CE has a direct positive effect on GP.

H2e. GP mediates the relationship between CE and SOCS.

2.3. Circular Economy as a Mediator Between Market Orientation and Sustainability

The research to date has shown relatively limited interest in examining the mediating
role of CE in the structural link between MO and determinants of sustainability. Based on
the fact that previous studies examined individual influences, that is, the contribution of MO
to applying CE principles (Hoffmann & Marticke, 2024; Pasqualotto et al., 2023; Schmidt
et al.,, 2021) as well as widely established knowledge that CE promotes the achievement of
Sustainable Development Goals (SDGs) (Pratap Singh et al., 2023; Rodriguez et al., 2020;
Sa Liow, 2024), it can therefore be concluded that it is justified to investigate a causal
relationship where CE acts as a mediator between MO and sustainability.

Moving towards individual sustainability dimensions, there are indications justifying
the link MO — CE — SOCS, since MO supports resource circularity, and CE practices
significantly contribute to the achievement of social goals in tourist destinations (Hasnawati
& Irmawati, 2024). Nevertheless, preliminary testing in this study did not confirm this me-
diation. Consequently, hypothesis H3a was removed, and GP was included as a mediator
between CE and SOCS. This indicates the primary role of institutional collaborations and
stakeholder cooperation in realizing SOCS benefits.

The mediating role of CE in sustainability dimensions related to economy and en-
vironment is still relatively limited. It is mainly based on the positive contribution of
CE practices to sustainability, with MO elements such as product design, competitive
strategies, and inter-departmental coordination reflected in concrete CE actions (Axhami
et al., 2023; Bux & Amicarelli, 2023; Zaki & Farrag, 2024). In addition to the mentioned
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structural relationships, a role of MO as a predictor of the CE-GP relationship has only
been investigated to a limited extent (Bosone & Nocca, 2022; Singh et al., 2023). Based on
the previous analysis, the following three hypotheses were established:

H3b. CE mediates the relationship between MO and ECONS.
H3c. CE mediates the relationship between MO and ENVS.

H3d. CE mediates the relationship between MO and GP.

2.4. Innovation’s Role in Sustainability Through Circular Economy and Global Partnership

In previous studies on the relationship between INN and sustainability in tourism,
it has been demonstrated that innovative practices exert a particular influence on ENVS.
Tourism firms can significantly reduce their environmental impact through the adoption
of innovative solutions (Ismailov et al., 2024). In the same way, digital INNs can further
mitigate environmental impacts, such as waste generation and energy and water con-
sumption, and facilitate carbon footprint reduction (Elkhwesky et al., 2024; Kubikova &
Rudy, 2024). However, several barriers have been recognized to impede the achievement
of environmental benefits. Institutional frameworks and local collaboration stand out in
this regard (Renfors, 2022), along with inappropriate indicators that fail to clearly capture
sustainability actions (Santos et al., 2021). Therefore, the following hypothesis is developed:

H4a. INN has a direct positive effect on ENVS.

The connection between INN and GP formation in tourism is understood through
innovative mechanisms that can help establish more effective cooperation at both the
national and international levels (Gebeshuber & Majlis, 2011). This is particularly important
in the case of institutional partnerships, since practical examples are mainly related to lower
levels of cooperation, i.e., local and regional cooperation (J.-]. Kim & Lee, 2022; Polukhina
et al., 2024; Turcinovi¢ et al., 2025). In this context, Renfors (2022) highlights certain
limitations of circular innovative solutions in tourism due to the fact that not all firms
operate under the same conditions for applying new approaches. This supports findings
from the systematic literature review conducted by Santos et al. (2021), who called for more
in-depth analyses for both INN and sustainability indicators. The reason is that without
institutional support, INN cannot adequately impact development towards sustainable
tourist destinations. This theoretical basis provided a solid foundation for the formation of
the following hypothesis, which was added to the alternative model:

H4b. INN has a direct positive effect on GP.

The research to date has not yet examined the mediating role of GP in the relationship
between INN and SOCS. However, drawing on the literature sources that examined indi-
vidual relationships, it is possible to establish that this relationship has adequate theoretical
support for further investigation. Accordingly, Gonzalez-Morcillo et al. (2023) indicated the
need to introduce mediation factors for the connection between INN and SOCS, although
they did not explicitly mention partnerships. Conversely, international collaboration might
impede local or regional sustainability goals. Namely, in international cooperation, certain
objectives are often focused rather on economic effects instead of a comprehensive set that
includes environmental and social goals (Bramwell & Lane, 2011; Higgins-Desbiolles, 2020).
Based on all of the above, there is a need to examine the indirect role of INN on SOCS via
GP, and the following hypothesis was formulated:
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H4c. INN affects SOCS indirectly via GP.

All business structures strive to achieve economic goals, which indicates the need to
examine factors that can accelerate their achievement. In this context, and in the transition
to sustainable business models that require modern technological and organizational
solutions, it is necessary to consider factors such as INN and CE (Manniche et al., 2018).
Academic studies have already examined the mentioned relationship. For instance, Marco-
Lajara et al. (2024) conducted their research in Spain, specifically in the hospitality sector.
After an extensive quantitative analysis, it was established that CE practices mediate the
relationship between INN and economic outcomes. Similarly, Gusmerotti et al. (2024), who
conducted research in nine Mediterranean destinations among 127 tourism stakeholders,
also confirmed the aforementioned causal relationship. However, Kirchherr et al. (2018)
pointed out real obstacles that tourism firms may encounter when attempting to achieve
economic goals through INN and CE practices. Business structures set up in this way
most often lead to positive economic outcomes in the long term. On the other hand,
SMEs, due to certain resource constraints, may be hindered from adopting innovative and
circular business models (Kirchherr et al., 2018). Therefore, the following hypothesis was
introduced in the alternative model:

H4d. INN affects ECONS indirectly via CE.

Since it has been proven that INN can foster CE mechanisms through the application
of organizational and digital technological achievements (Chountalas et al., 2024; Lagioia
et al., 2024) and that circular business models require appropriate institutional support
(Bosone & Nocca, 2022; Singh et al., 2023), it is therefore justified to examine the following
mediation relationship: INN — CE — GP. Accordingly, Renfors (2022) concluded that
innovative circular practices may serve as the foundation for institutional cooperation.

Although there are barriers that prevent tourism enterprises from adopting innovative
practices leading them to rely on local partnerships (Elkhwesky et al., 2024; Ismailov et al.,
2024), innovative solutions in the field of CE help establish cooperation at higher institu-
tional levels (Gusmerotti et al., 2024; Santos et al., 2021; Strippoli et al., 2024). Moreover, the
practical application of CE practices, such as waste minimization, renewable energy adop-
tion, and clean water systems, in itself requires the formation of cooperation at all levels of
action (Gusmerotti et al., 2024; Strippoli et al., 2024). In the context of tourism, a primary
role is played by management mechanisms at the level of the destinations themselves as
well as cooperation between the private and public sectors (J.-]. Kim & Lee, 2022; Polukhina
et al., 2024). Based on all the above, the alternative model was extended to include the
following hypothesis:

H4e. INN affects GP indirectly via CE.

2.5. The Tourism Cooperative Framework

The proposed TC framework is inspired by the works of Castree (2003) and Haraway
(2016). Castree (2003) noticed a complex relationship between nature and society in which
they are intertwined. They ought to be viewed as a relationship network as opposed to
being viewed in isolation. The crucial factor is the fact that the ecological concerns do
not require only technical solutions. Rather, they require being addressed and therefore
being solved by the multi-actors. Similarly, Haraway (2016) recognized, alongside human
factors, the importance of biotic and abiotic powers of Earth in shaping the socio-ecological
processes. Furthermore, the necessity of collective action and striving for the common good
was pointed out, which represents the core concept of this research. Brought into context of
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this research, the TC is a proposal of destination governance. With emphasis on multi-actor
cooperation, it aims to guide tourism firms towards sustainable development.

The inspiration for the TC theoretical framework was found in the main principles
by which the planets move in the Solar System, those being gravity and orbital motion.
Metaphorically speaking, the Sun has been represented as the main institutional framework
and the planets as the variety of fields of experts, which in this case are MO, CE, INN,
and sustainability. This complex system works by the principle of collaborative action,
shared governance, and equitable access to resources. More specifically, tourism experts
mutually cooperate and have access to all tourist-flow information, on the basis of which
adequate guidelines are formed, aiming to direct tourism operations towards sustainability.
Tourism providers, namely, tourism firms and local communities, if needed, can ask for
concrete guidelines that will be tailored to their business operations, which can help them
to integrate sustainability practices in the most efficient way.

With regard to destination governance, it is necessary to point out several different
concepts in the tourism literature. For instance, the main goal of collaborative governance
is the inclusion of all tourism stakeholders where all actors are interconnected through
certain mechanisms in selected spheres of activity (Barandiaran et al., 2019; Bichler & Losch,
2019; Reina-Usuga et al., 2024). In addition, their mutual communication and opportunity
to use publicly available recommendations help them improve the effectiveness of business
operations, which is particularly important in online tourism management (Lian & Li, 2025).
Another form is destination networks, which use data on the movement of tourists and
inter-destination connections in order to establish patterns of planning and management
(Xu et al., 2024). This form of destination governance also finds its application in online
networking activities (Herasimovich et al., 2024). Furthermore, it is important to highlight
the DMOs that play a vital role in promoting destinations, developing products and services,
and providing support to local communities. Their key influence is also recognized in
the area of sustainable tourism (MacEachern et al., 2024). Local communities are the
foundation of tourist destinations, providing authenticity and a unique peculiar identity.
In this context, community-based tourism has been recognized to foster all sustainability
dimensions (Cvijanovi¢ et al., 2025; Jackson, 2025).

The main drawback of all the mentioned mechanisms is the absence of an adequate
institutional framework that would provide support to tourism firms, which are the main
providers of tourist services. The described concepts are important for the functioning of
tourist destinations, and their core is mutual collaboration between stakeholders. However,
the main concern is whether tourism firms genuinely have access to all the information,
as well as whether they possess adequate resources to track all the changes on the market
and adapt accordingly. In this regard, the main advantage of the TC framework is that
tourism service providers, tourism firms and local communities, have the opportunity to
receive specific guidelines from experts in the fields of MO, CE, and INN, with the aim
of directing their business operations towards sustainable principles. In other words, the
TC is an institution that functions and provides support primarily at the local level. These
mechanisms are then connected to higher levels: regional and national.

3. Materials and Methods
3.1. Research Context and Sampling

This study was conducted on the island of Tenerife, located in the Canary archipelago,
Spain. Due to the high economic dependence of the island on tourism, which causes increas-
ing spatial and social pressures, its distance from mainland Spain, and limited resources,
there is a need to evaluate existing measures and introduce new tourism development
programs that will be based on sustainable development. Recently, certain sustainability
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policies and measures have been established that represent the important step towards
sustainable tourism development, like the Sustainability Charter for Activities in Nature
(Web Tenerife, n.d.) and the island’s proclamation as a Biosphere Destination (Biosphere
Tourism, 2021).

The research was conducted in two phases. The first phase included interviews with
12 tourism experts who were presented with a preliminary survey. Based on their opinions
and feedback, a final survey was developed to examine four constructs: MO, CE, INN, and
selected SDGs. The survey was conducted through an online questionnaire between April
and August 2025. In order to ensure that all the contacted firms operate in accordance with
the principles of sustainability, Turismo de Tenerife, as the leading public institution on the
island, contacted the respondents by email using its database. The email contained a link
to the survey, and it was explicitly stated that anonymity would be preserved. A total of
108 tourism firms that practice sustainability measures participated in the survey.

3.2. Respondent Profile

Empirical research included 108 tourism firms operating in four different tourism
sectors: accommodation, transport, travel agencies and tour operators, and active or
cultural tourism. The largest number of firms were in the active or cultural tourism and
accommodation sectors (43 firms, 39.8%; 41 firms, 38.0%, respectively). Travel agencies
and tour operators accounted for almost 15% of respondents (16 firms), while only 2 firms
were from the transport sector. The ‘other’ subgroup comprised 6 firms (5.6%). Regarding
the size of the firms, most were SMEs. More precisely, small enterprises (<5 employees)
included 41 firms, medium-sized enterprises (5-30 employees) involved 34 firms, medium-
large enterprises (31-50 employees) included only 6 firms, and large enterprises (50+
employees) comprised 27 firms. In the context of establishment years, they ranged from
1959 to 2023.

3.3. Instruments and Measures

Measuring instruments for the four investigated scales were developed on the basis of
a comprehensive literature review. For the MO and INN constructs, scales that have already
been proven reliable in previous research were used with certain wording adjustments
(Deng & Dart, 1994; D. Kim et al., 2012; OECD, 2005; Sargeant & Mohamad, 1999; Thongsri
& Chang, 2019; K. Z. Zhou et al., 2009). For CE and selected SDGs, based on a review
of the literature and the specific contexts of the examined tourist destination, unique
measurement scales were established (Manniche et al., 2018; Marrucci et al., 2024; Menegaki,
2018; Rodriguez et al., 2020; UN, 2017; UNWTO, 2016).

The questionnaire formed in this way included 4 multi-item constructs. In other words,
MO consisted of four dimensions with 4 items for each of them (see Table S1). CE had
five subgroups with three or four items for each of them (see Table S2). The INN construct
included 5 subcategories also with three to four items each (see Table S3). Finally, the ten
measured SDGs were divided into the following sustainability outcomes: social, economic,
environmental, and global partnerships. Each of the mentioned outcomes included three
SDGs, except for partnerships, which applied only to SDG 17 (see Table S4).

All items were measured on a seven-point Likert scale ranging from 1 (“not at all”) to
7 (“very well”). The scale provides significantly more reliable results than, e.g., the 5-point
Likert scale in quantitative research, and it enables much more precise answer evaluation.
This was confirmed in the academic literature (Joshi et al., 2015) as well as by some experts
who were interviewed in the first phase of the research, thereby ensuring content validity.
Although some researchers state that a midpoint could be excluded, providing respondents
with the option to agree or disagree with the statements (Chyung et al., 2017), the neutral
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position is still maintained because it often occurs in practice that respondents do not have
a clear opinion (Abulela & Khalaf, 2024; Chyung et al., 2017). In terms of the psychometric
properties of the scale, primarily reliability and validity, it is demonstrated that they are
significantly better when there is an option of neutral opinion (Kankaras & Capecchi, 2025).

PLS-SEM in SmartPLS 4.1 was used for statistical data processing. As a non-parametric
method, it does not require data to be normally distributed, and it is suitable for relatively
small samples and for examining mediating effects (Hair et al., 2022; Henseler et al., 2016).
After a preliminary reliability analysis, i.e., testing Cronbach’s alpha, SDG 8, and SDG 9,
and one item from both SDG 11 and SDG 12 were excluded to achieve acceptable internal
consistency. For all constructs, the mean values of their sub-dimensions were used, since
these are guidelines that must be followed to improve estimation stability (Hair et al., 2022;
Henseler et al., 2016). Also, in order to achieve a satisfactory model fit, it was necessary to
subsequently modify additional specific constructs (Hair et al., 2022; Henseler et al., 2016).
Thus, for example, ECONS and CE have remained with only one measurement variable
each. This will be explained in more detail in the next section.

3.4. Structural Framework

This study proposes a conceptual model (Figure 1), which is tested using Partial Least
Squares Structural Equation Modeling (PLS-SEM) through SmartPLS. Such an approach
enables the simultaneous examination of direct, indirect, and mediating relationships
within the proposed framework.

Circular Energy Circular Water Waste Employee Customer
Systems Systems Management Management Management
S A

A v

Customer Social
Sleient ol Sustainability
—— (SDG1, 2,11)
Competitor A
Orientation Market Economic
Farciaaa Orientation Sustainability
Inter-functional |, -
i (SDC, 9,13
& 7 r i Environmental
Profit Emphasis Sk ]]Jty
(SDG 13, 14, 15)
Global
Partnership
(SDG 17)
Technological Organizational

Figure 1. Baseline conceptual model with hypothesized relationships.

Prior to final testing, it was necessary to redefine the proposed model, since preliminary
analyses showed a lack of statistical significance for certain links, while other subsequently
added relationships have been proven to be theoretically and practically justified (Figure 2).
The direct link between CE and SOCS (H2a) was removed due to lack of support. Moreover,
GP and INN emerged as key mediators and drivers of sustainability outcomes. Hence, GP
takes position as a mediator between SOCS and CE (H2e), with an addition of a new set of
hypotheses (H4a—H4e) to directly and indirectly link INN with sustainable practices.

The final model includes the following four main hypotheses:

e  HI tests the relationship between MO, INN, and CE, including the mediating role
of INN;

e  H2 examines the influence of CE on sustainability outcomes, including the mediation
effect CE — GP — SOCS;
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H3 evaluates CE as a mediator between MO and all sustainability dimensions;
H4 explores the influence of INN on sustainability, both directly and indirectly via CE
and GP.

Circular Energy
Systems

Customer
Orientation N

Competitor Market
Orientation Orientation

Global Social
Partnership Sustainability
(SDG 17) (SDG1, 2,11)

Inter-functional |~
Orientation

Economic
Sustainability
(SDG 12)
Environmental
Sustainability

(SDG 13, 14, 15)

Technological Organizational
Figure 2. Conceptual (alternative) model with hypothesized relationships.

4. Analysis and Results

4.1. Evaluation of the Measurement Model
4.1.1. Indicator Reliability (Outer Loadings)

Indicator reliability was evaluated using standardized outer loadings. According
to Hair et al. (2022), values above 0.70 mean that the items perfectly measure the latent
variable, while values between 0.60 and 0.70 can also be considered acceptable. The items
in this study indicated strong internal reliability, since all loadings exceeded 0.80. However,
three items (MO4, INN2, CE2) had values below 0.70 and were removed because they
negatively affected discriminant validity.

4.1.2. Internal Consistency Reliability

Internal consistency reliability was assessed using Cronbach’s alpha, rho_A, and
composite reliability (rho_c). These values range from 0 to 1. Values closer to 1 indicate
stronger reliability, and values above 0.70 are generally accepted, while values above 0.80
are regarded as optimal (Dijkstra & Henseler, 2015; Hair et al., 2022; Nunnally & Bernstein,
1994). All measurement constructs in this research showed satisfactory internal consistency
reliability, as shown in Table 1. In other words, Cronbach’s alpha values ranged from 0.725
to 0.906, rho_A values from 0.725 to 0.910, and composite reliability values exceeded 0.844.

Table 1. Reliability measures of constructs.

Construct Cronbach’s « Rho_A Composite Reliability (rho_c)
ECONS 0.838 0.852 0.925
ENVS 0.846 0.858 0.907
GP 0.906 0.910 0.941
INN 0.840 0.852 0.926
MO 0.725 0.725 0.844
50Cs 0.808 0.857 0.885

Note. MO = market orientation; INN = innovation; SOCS = social sustainability; ECONS = economic sustainability;
ENVS = environmental sustainability; GP = global partnership.

4.1.3. Convergent Validity (AVE)

Convergent validity was examined using the average variance extracted (AVE). Fol-
lowing the proposal of Fornell and Larcker (1981), values above 0.50 are accepted because
they indicate that the items explain more than half of the variance in their indicators.
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As demonstrated in Table 2, all constructs had AVE values ranging from 0.803 to 0.928,
indicating that satisfactory convergent validity was achieved.

Table 2. Discriminant validity based on Fornell-Larcker criterion.

Construct CE ECONS ENVS GP INN MO SOCS
CE 1.000
ECONS 0.714 0.927
ENVS 0.566 0.557 0.874
GP 0.489 0.623 0.746 0.918
INN 0.417 0.312 0.639 0.538 0.928
MO 0.021 —0.065 0.326 0.332 0.631 0.803
SOCS 0.210 0.370 0.516 0.680 0.360 0.376 0.849

Note. MO = market orientation; CE = circular economy (only circular energy systems); INN = innova-
tion; SOCS = social sustainability; ECONS = economic sustainability; ENVS = environmental sustainability;
GP = global partnership.

4.1.4. Discriminant Validity (HTMT and Cross-Loadings)

Discriminant validity was evaluated using the HTMT ratio and cross-loadings (Hair
etal., 2022). Its values range from 0 to 1, with values closer to 0 indicating that the constructs
differ from each other. Values above 0.90 indicate a lack of discriminant validity (Henseler
et al., 2015).

The cross-loading matrix showed that CE3, CE4, CE5, and INN3 loaded strongly on
multiple constructs. This means that there is some conceptual overlap between them and
that discriminant validity is impaired. After they were removed, all other indicators showed
satisfactory cross-loadings, indicating that they differ empirically. This left the CE construct
with one indicator. However, in exploratory research, single indicators are accepted if they
conceptually and theoretically describe the corresponding variable (Diamantopoulos et al.,
2012). In this case, CE retained items related to circular energy systems, more precisely
renewable energy use, energy-saving policies, and eco-friendly transportation.

The HTMT values are shown in Table 3. It is important to note that all values were
below the threshold of 0.85, except for the GP-ENVS pair. However, the value of 0.852
is acceptable, as it is only slightly above the recommended limit. In some studies, values
up to 0.90 can be accepted (Hair et al., 2022; Henseler et al., 2015). This suggests that in
further research, special attention should be paid to the conceptualization of ENVS and GP,
because numerous environmental activities and measures are only possible when there is
institutional cooperation.

Table 3. Discriminant validity according to the HTMT criterion.

Construct CE ECONS ENVS GP INN MO SOCS
CE
ECONS 0.776
ENVS 0.603 0.648
GP 0.515 0.725 0.852
INN 0.451 0.388 0.746 0.615
MO 0.141 0.162 0.407 0.405 0.798
SOCS 0.230 0.444 0.622 0.765 0.426 0.493

Note. MO = market orientation; CE = circular economy (only circular energy systems); INN = innova-
tion; SOCS = social sustainability; ECONS = economic sustainability; ENVS = environmental sustainability;
GP = global partnership.

4.1.5. Collinearity (VIF—Outer Model)

Variance Inflation Factor (VIF) values were analyzed to assess multicollinearity. The
VIEF values for each predictive construct should be below 3.3, although values below 5.0 can
also be accepted (Hair et al., 2022). Almost all indicators met the aforementioned stricter
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criterion except for two GP indicators (SDG 17.2 = 3.468; SDG 17.3 = 3.494). Since their
values are slightly above 3.3 and these indicators do not distort other indicators of the
measurement model, it was decided to retain them.

4.2. Evaluation of the Structural Model
4.2.1. Coefficient of Determination

The coefficient of determination (R?) represents the amount of variance in an endoge-
nous construct explained by all exogenous constructs associated with it. Values of 0.67, 0.33,
and 0.19 are taken as thresholds that indicate substantial, moderate, and weak explana-
tory power (Chin, 1998). In the model examined in this study, the following values were
obtained: CE (0.271), ECONS (0.510), ENVS (0.516), GP (0.374), INN (0.398), and SOCS
(0.462). Almost all constructs demonstrate moderate to substantial explanatory strength,
except for CE (0.271), whose explanatory power can still be accepted since it is a single
indicator. To test statistical significance (t-values and p-values), a bootstrapping procedure
with 5000 subsamples was performed.

4.2.2. Effect Size (f?)

The coefficient f> shows the extent to which an exogenous latent variable contributes to
the R? value of the endogenous latent variable (Hair et al., 2022). The values that represent
guidelines for the strength of the influence between latent variables are 0.02, 0.15, and 0.35,
indicating small, medium, and large impacts (Cohen, 1988). The analysis of the results in
the current research showed that CE had a very large effect on ECONS (f? = 1.041) and
small effects on ENVS (0.224) and GP (0.136). Such a dominant effect of CE on ECONS is
mainly due to the fact that CE is the only predictor of ECONS in the model (Hair et al,,
2022). Regarding the construct INN, it demonstrated large effects on CE (0.372) and ENVS
(0.406) and a small effect on GP (0.216). Moving to MO, it had a small effect on CE (0.134)
and a large effect on INN (0.661). Finally, GP exhibited a large effect on SOCS (0.859), which
confirms the extremely important role of partnerships in social outcomes. Overall, it can be
concluded that all exogenous constructs strongly predict the corresponding endogenous
constructs and contribute to achieving sustainability outcomes.

4.2.3. Predictive Relevance (Q?)

Predictive relevance (Q?) was evaluated using the PLSpredict procedure (Shmueli
etal., 2019). It is important that the obtained values are positive because this indicates the
ability of the model to predict the corresponding endogenous constructs. A blindfolding
procedure was used to calculate the Q? value. The threshold values of 0.02, 0.15, and
0.35 indicate small, medium, and large influence, respectively (Hair et al., 2022). In this
study, the constructs INN (0.370), SOCS (0.100), GP (0.091), and ENVS (0.085) demonstrated
medium to large predictive ability for the corresponding endogenous constructs. However,
a single indicator construct of CE and the construct of ECONS had slightly negative values
(—0.024 and —0.014, respectively). Since ECONS has one direct link in the model, namely,
CE, to some extent, it was expected that Q? values would be the lowest here. Moreover,
ECONS was measured solely on the basis of two SDG 12 items. In summary, interpretation
of Q? for CE and ECONS must be taken with caution, and their conceptualization should
be refined in further research.

4.3. Testing of the Research Hypotheses

Based on the evaluation of the measurement and structural models, the testing of
hypotheses was conducted using the statistical software SmartPLS 4. It is important to note
that the initial model underwent certain changes. Thereby, some hypotheses were discarded,
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while others were subsequently added. The initial model included three main hypotheses
(H1-H3) examining direct and mediating relationships among MO, INN, CE, and four
sustainability dimensions. After preliminary testing, hypothesis H2a, which predicted
a direct impact of CE on SOCS, was discarded due to insufficient statistical justification.
Namely, by including GP as a predictor of SOCS, the coefficient of determination for
SOCS substantially increased (from R? = 0.059 to R? = 0.462). Thus, the new hypothesis
H2e was formulated which positions GP as a mediating variable between CE and SOCS.
Furthermore, it was necessary to introduce a new set of hypotheses (H4a—H4e) that allowed
the role of INN to be viewed comprehensively.

In this way, INN is seen as the main driver of sustainability, which was proven through
preliminary SmartPLS analysis. Furthermore, these hypotheses are derived from previous
academic research that confirmed almost all the relationships (Coelho de Souza Filho et al.,
2025; Gusmerotti et al., 2024; Ismailov et al., 2024; Manniche et al., 2018; Polukhina et al.,
2024). It is worth mentioning that for Hypotheses H4c and H4e, academic evidence is
still lacking. The alternative model set up in this way enables a better understanding of
all the cause-and-effect relationships that exist between MO, CE, INN, and sustainability
outcomes. The refinements that were performed indicate the complexity of the concept of
sustainability as well as the multitude of direct and indirect influences that determine it.

4.3.1. Direct Effects Among Constructs

The first hypothesis (H1a), which examines the direct influence of MO on CE, showed
statistical significance (p = 0.001). However, contrary to expectations, this influence is
negative (3 = —0.402). Previous research highlights the positive influence of MO on CE
(Hoffmann & Marticke, 2024; Schmidt et al., 2021), which can be clarified through short-
term and long-term performance indicators established by firms. Namely, most firms face
the necessity of achieving profitability in a short time interval, while the investment of
resources in sustainable practices must be considered in the long term.

Contrary to this negative impact, the results obtained for the next hypothesis, H1b,
indicate a positive and strong impact of MO on INN (f = 0.631, p < 0.001), which is in line
with previous research in this area (Chandran et al., 2024; Elgarhy & Abou-Shouk, 2023;
Giang, 2022; Jalilvand, 2017). Similarly, the result of hypothesis Hlc, which examines the
relationship between INN and CE, also showed a positive and strong influence (3 = 0.671,
p < 0.001). Although previous research is fragmented to a certain extent and often points to
barriers that prevent innovative solutions in the application of CE principles (Chountalas
et al.,, 2024; Lagioia et al., 2024; Suchek et al., 2021; Surya et al., 2024), this research confirms
their positive relationship.

In the structural model, three hypotheses that connect CE and sustainability outcomes
were examined. Hypothesis H2b investigates the direct impact that the implementation
of circular practices has on ECONS. This influence is statistically significant, and it is
important to emphasize that this relationship showed the strongest mutual influence in
the tested model (3 = 0.714, p < 0.001). Moving further to the influence of CE on ENVS,
the obtained results for hypothesis H2c depict a statistically significant and moderate
influence (3 = 0.362, p < 0.001). A relatively lower influence, which can also be described as
moderate, was established for hypothesis H2d, that is, the influence of CE on GP (3 = 0.321,
p < 0.001). These results confirm findings in previous research where CE is seen as a tool
for achieving sustainability outcomes (Hasnawati & Irmawati, 2024; José Carvalho et al,,
2024; Radosavljevic & Mihailovic, 2024; Sharma et al., 2024). On the contrary, according to
previous studies (Bosone & Nocca, 2022; Remenyik et al., 2025), it was expected to prove the
positive impact of CE on SOCS. However, hypothesis H2a was excluded from the model
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since it was necessary to introduce the GP variable as a mediator in order to achieve a
satisfactory model fit.

The next two direct impacts are additional hypotheses that were inserted in the
alternative model and link INN with ENVS and GP, respectively. Both relationships are
moderate and statistically significant, with the influence of INN on ENVS being slightly
more intense (3 = 0.488, p < 0.001) than the influence of INN on GP (3 = 0.404, p < 0.001).
These links have been confirmed in previous research, which highlights the extremely
important role that innovative solutions play in the preservation of the environment and
the formation of strong institutional links (Elkhwesky et al., 2024; Gebeshuber & Majlis,
2011; Ismailov et al., 2024; Kubikova & Rudy, 2024; Polukhina et al., 2024).

In summary, the analyzed direct effects show the extremely important role that INN
and CE play in achieving sustainable changes and practices. The role of MO comes to
the fore in its impact on INN, while the connection between CE and SOCS needs to be
further examined; it possibly needs to be determined whether there are certain mediators or
moderators that form this connection as well. An overview of direct impacts with statistical
results is presented in Table 4.

Table 4. Structural model results: direct effects and hypothesis testing.

Hypothesis Path 3 (Beta) t-Value p-Value 95% CI Supported
Hila MO — CE —0.402 3.445 0.001 [—0.624, —0.162] No
H1b MO — INN 0.631 9.996 0.000 [0.480, 0.736] Yes
Hic INN — CE 0.671 7.636 0.000 [0.481, 0.832] Yes
H2b CE — ECONS 0.714 14.644 0.000 [0.604, 0.798] Yes
H2c CE — ENVS 0.362 5.632 0.000 [0.228, 0.483] Yes
H2d CE — GP 0.321 3.560 0.000 [0.143, 0.491] Yes

H4al INN — ENVS 0.488 7.366 0.000 [0.341, 0.603] Yes
H4b ! INN — GP 0.404 5.316 0.000 [0.247, 0.550] Yes

Note. MO = market orientation; CE = circular economy (only circular energy systems); INN = innovation;
ECONS = economic sustainability; ENVS = environmental sustainability; GP = global partnership. ! H4a and H4b
were added during model refinement based on theoretical justification and empirical support.

4.3.2. Mediation Effects Among Constructs

The first mediation effect examined in the structural model is hypothesis H1d, which
showed that INN partially mediates the relationship between MO and CE. The direct
effect of MO on CE was negative and significant ($ = —0.402, p = 0.001), while the indirect
effect via INN was positive (3 = 0.423, p < 0.001), yielding a total effect close to zero
(B =0.021). Although this hypothesis was confirmed, it should be noted that the strength
of this mediation relationship is weak.

Turning to hypothesis H2e, results indicate partial mediation of GP in the relation-
ship between CE and SOCS. The direct effect of CE on SOCS was negative (3 = —0.165,
p = 0.032), while the indirect effect via GP was positive (3 = 0.244, p = 0.001). The total effect
(B = 0.079) confirmed this hypothesis and showed that partnerships play an important role
in translating circular practices into social outcomes. However, this connection is weak,
and as with the previous hypothesis, these results should be interpreted in accordance with
the context of the research.

Considering the proposed mediating effect of CE on the MO-SOCS relationship, that
is, hypothesis H3a, both the direct ( = 0.158, p = 0.108) and indirect effects (3 = 0.053,
p = 0.125) were non-significant. Therefore, this hypothesis was removed from the fi-
nal model because it undermined the model fit. In contrast, the predictor variable GP
was introduced.

https:/ /doi.org/10.3390/admsci16030109


https://doi.org/10.3390/admsci16030109

Adm. Sci. 2026, 16, 109

16 of 26

Regarding hypothesis H3b, which investigates the mediation effect of MO — CE —
ECONS, it is proven. Namely, the direct effect of MO on ECONS was non-significant
(B = —0.082, p = 0.221), while the indirect effect via CE was significant and negative
(B = —0.289, p = 0.001). This caused the overall impact to be marked as moderate and
negative. Similar results were obtained for hypothesis H3c, with the overall effect being
slightly weaker (3 = —0.147, p = 0.008), as well as for hypothesis H3d (3 = —0.144, p = 0.022).
All these relationships have MO as a predictor variable, where its extremely negative
influence on CE is crucial.

Finally, hypothesis H4e demonstrated partial mediation of CE in the INN — GP
relationship, where INN showed a direct effect on GP (3 = 0.404, p < 0.001) as well as an
indirect effect through CE (3 = 0.215, p = 0.001), resulting in a strong total effect (3 = 0.619).

All of the aforementioned indirect effects are presented in detail in Table 5.

Table 5. Mediation analysis results: indirect effects and hypotheses testing.

. Direct Indirect Total t-Value Mediation
Hypothesis Path Effect (3) Effect (B) Effect () (Indirect) p-Value Type Supported
Hid MO — INN — CE —0.402 (sig.) 0.423 (sig.) 0.021 5.576 0.000 Competitive Yes
H2e CE — GP — SOCS —0.165 (sig.) 0.244 (sig.) 0.079 3.209 0.001 Partial Yes
H3b MO — CE — ECONS —0.082 (n.s.)  —0.289 (sig.) —0.371 3.261 0.001 Full Yes
H3c MO — CE — ENVS 0.028 (n.s.) —0.147 (sig) —0.119 2.630 0.009 Full Yes
H3d MO — CE — GP 0.134 (n.s.) —0.144 (sig.) —0.010 2.286 0.022 Full Yes
Hac! INN — GP — SOCS —0.009 (n.s.) 0.277 (sig.) 0.268 4.645 0.000 Full Yes
H4d! INN — CE — ECONS 0.019 (n.s.) 0.473 (sig.) 0.492 5.774 0.000 Full Yes
Hie INN — CE — GP 0.404 (sig.) 0.215 (sig.) 0.619 3.218 0.001 Partial Yes

Note. MO = market orientation; INN = innovation; CE = circular economy (only circular energy systems);
GP = global partnership; SOCS = social sustainability; ECONS = economic sustainability; ENVS = environmental
sustainability. Indirect effects were estimated using bootstrapping with 5000 samples. For all significant mediation
paths, the 95% confidence intervals did not include zero, indicating statistical significance of the effects. 1 H4c,
H4d, and H4e were added, reflecting the hypothesized indirect effects in the model.

5. Discussion

The results of this research indicate the extraordinary complexity that tourism firms
face in directing their business towards sustainable paths. Contrary to certain effects that
were confirmed again in this research, some results appeared to be completely unexpected,
and several additional direct and indirect links were introduced. Beginning with MO, it
must be emphasized that its extremely negative impact on circular practices is not in line
with previous research (Hoffmann & Marticke, 2024; Schmidt et al., 2021). Namely, MO
includes customer orientation, competitor orientation, and inter-functional coordination.
This means that the focus on customer satisfaction, monitoring competitors, and harmo-
nizing internal operations may come into conflict with the long-term investments that CE
implies. Therefore, support within the TC framework is particularly important because
it contains mechanisms for harmonizing cooperation and competition, key to achieving
long-term goals. This is in line with research confirming that MO must have integrated
sustainable practices in order to have a positive effect on CE (Aboalhool et al., 2024) and
the fact that there are other factors that must be observed in this relationship to be positive,
such as closed-loop orientation (Schmidt et al., 2021).

On the contrary, this study confirmed the considerable impact that MO has on the
application of innovative solutions as well as the influence of INN in transitioning towards
CE business models. These insights are consistent with previous research conducted in this
field (Chandran et al., 2024; Chountalas et al., 2024; Elgarhy & Abou-Shouk, 2023; Giang,
2022; Jalilvand, 2017; Lagioia et al., 2024; Suchek et al., 2021; Surya et al., 2024). These
findings reconfirm that firms that adopt a comprehensive MO, i.e., follow the needs of
customers and the dynamics of competition, striving to enhance internal organization effi-
ciency through information and knowledge sharing, have a greater tendency to introduce
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innovative solutions in the mentioned processes, which often include digitization (Civre &
Gomezelj Omerzel, 2015; Giang, 2022; Jalilvand, 2017; Sari & Indriani, 2023). Similarly, com-
panies that positively embrace INN are more likely to preserve energy efficiency through
CE processes since circular practices inherently require innovative solutions (Chountalas
et al., 2024; Lagioia et al., 2024; Suchek et al., 2021; Surya et al., 2024).

Taking this a step further, the mediation effect of MO — INN — CE was examined.
However, the total effect is weak and close to zero, which is in contrast to previous studies
(Haskas et al., 2021; Ismail et al., 2023). The reason for this lies in the strong negative effect
on the MO-CE relationship. However, bearing in mind that the CE construct is represented
as a single indicator, future research should establish this construct in greater detail at
the conceptual level. Moreover, if the relationship between MO and CE were positive,
consequently, the mentioned mediation effect would be proportionally greater. In further
analysis of the role that MO plays in mediating effects directed towards sustainability, all
relationships showed negative effects.

Focusing on the CE construct as a predictor of sustainability outcomes, the obtained
results confirm previous findings. It has been demonstrated that CE serves as a tool
for achieving sustainability, primarily referring to ECONS, ENVS, and GP (Hasnawati
& Irmawati, 2024; José Carvalho et al., 2024; Radosavljevic & Mihailovic, 2024; Sharma
et al., 2024). Contrary to expectations, the influence of CE on SOCS did not reach statistical
significance. However, institutional collaboration played a major role here, considering
that GP has been proven to have a mediating effect in relationships, namely, CE-SOCS and
INN-SOCS. The first mediation was identified as partial, while the second represented full
mediation. These mediation effects and their confirmation in this research are important
for the further understanding of how mutual cooperation among stakeholders, as well as
with institutions, contributes to the transition towards sustainable tourism development.
For instance, if the implementation of circular practices or innovative solutions involves
cooperation between tourism stakeholders, the local community also experiences benefits
through education, employment, and reduction in environmental pressures. In this way,
long-term SOCS is achieved.

Considering the role that INN has as a predictor variable in direct and mediation
effects, its crucial role in processes aimed at sustainability has been confirmed. Contrary
to expectations, it was necessary to introduce a new set of hypotheses treating innovative
practices and solutions as a key variable directed towards CE and subsequently towards
ECONS and GP or directly towards sustainability outcomes. Although the academic litera-
ture on the mediating role of INN examined in this study is relatively limited (Gusmerotti
et al., 2024; Kirchherr et al., 2018; Marco-Lajara et al., 2024; Polukhina et al., 2024; Renfors,
2022), the confirmation of all hypotheses related to INN confirms that it is a key factor for
achieving sustainability.

In accordance with previous studies (Elkhwesky et al., 2024; Ismailov et al., 2024;
Kubikova & Rudy, 2024), the direct effect of INN on ENVS was confirmed. INNs are an
extremely effective mechanism in transforming business operations towards ENVS through
efficient use of resources, digitalization, and thus timely reactions and quick adaptation to
market changes. Furthermore, INN encourages cooperation between tourism stakeholders,
primarily at the local and regional level in tourist destinations (J.-]. Kim & Lee, 2022;
Polukhina et al., 2024; Turcinovic et al., 2025). The application of innovative technical and
organizational measures implies collaboration with other tourism firms, governmental and
non-governmental organizations, and industry networks or associations.

Overall, these findings confirm the complexity of the sustainability mechanism and
lay a solid foundation for the TC framework, the theoretical concept on which this research
is based. All dimensions of sustainability must be viewed as an interconnected system,
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dependent on the internal ways of business processes in tourism firms, their connections
with other stakeholders, and external factors where adequate institutional support plays
the most significant role (Castree, 2003; Haraway, 2016; Latour & Porter, 2009; Teece, 2007).
The TC model is designed to constantly monitor changes in the volatile tourism market,
primarily the dynamics of competition and demand needs. In terms of INN, knowledge
sharing and digitalization stand out as key factors that contribute to directing firm opera-
tions towards achieving energy efficiency and then towards sustainability components. In
the field of CE, it is important to highlight both environmental benefits and value creation,
as this approach reveals the overall benefits of switching to circular business models in
the long term. In summary, the TC framework has strong potential to facilitate transition
towards achieving the SDGs.

6. Theoretical and Practical Implications

This empirical study contains several important theoretical implications that are crucial
for further understanding of the interconnectedness between market dynamics, circular
practices, innovative solutions, and sustainability outcomes, as well as everything that has
been examined through the theoretical concept of mutual collaboration among tourism
stakeholders. Beginning with the necessity of cooperation at all levels (micro, meso, and
macro), the TC framework aims to overcome existing barriers that primarily arise from
institutional frameworks, which to a certain extent prevent a faster transition to sustainable
tourism development. By connecting all tourism stakeholders into a single unit with access
to resources in the form of information and positive practices, a healthy tourism mechanism
emerges, functioning on the principles of knowledge sharing and mutual cooperation. In
this way, the postulates of anthropocentrism are overcome, placing the environment at the
center of the system (Castree, 2003; Haraway, 2016).

Moving on to the examined constructs, the extremely negative effect that MO has
on circular practices must be interpreted in the context of short- and long-term goals.
Namely, MO and CE are conceptually different mechanisms and often lead to different
forms of revenue generation. Therefore, MO may hinder the transition to sustainable
tourism development to a certain extent. Putting these insights into a wider context, MO
leads to negative impacts on mediation through CE towards sustainability outcomes.

INN has proven to play a particularly dominant role as a dynamic mechanism that
comprehensively contributes to sustainability. The development of technological and
organizational INN cannot be viewed in isolation, but it is necessary to place them in
a wider context whose adequate orientation will yield benefits for overall sustainability
(Geissdoerfer et al., 2017; Schiederig et al., 2012).

The importance of GPs, primarily as a condition for achieving SOCS, can be analyzed
through collaboration aimed at generating benefits for local communities. Since they
represent the main pillar of tourism development and the primary providers of the overall
offer, GP emerges as a necessity for all management mechanisms in tourist destinations
(Elkington, 1997; Lozano, 2015).

From a practical perspective, there are several important domains that can shape
the further development of the entire tourism system, beginning with local communities,
followed by tourism firms, destination managers, and, finally, relevant institutions and
policymakers. First, the recognized role of MO in establishing a sustainable way of doing
business was not confirmed in this research. In contrast, tourism firms should direct their
internal processes towards adopting innovative technological and organizational solutions
that will enable them to operate more efficiently. This, in turn, will facilitate the transition to
sustainable business models. Positive practices will encourage local communities and SMEs
to engage in INN. It is also important to highlight the role of the institutional framework in
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tourist destinations. With their advisory services, practical guides, and regulations, they
can significantly accelerate the transition to sustainable development (Haskas et al., 2021;
Ismailov et al., 2024).

Considering the adoption of the CE principle, this mechanism cannot be viewed in
isolation. It requires a gradual application where collaboration plays a key role. It is also
necessary to highlight the role of regulations and incentives issued by higher management
bodies, which can facilitate the transition to circular practices. Altogether, these measures
can enhance social impacts and strengthen cooperation at all levels, which will eventually
contribute to the creation of a coherent tourism system.

Finally, the complete practical application of the TC framework, illustrated through
the example of the island destination Tenerife, is illustrated in Figure 3. The sustainable
development of tourism is a cyclical process dependent on dynamic changes in the envi-
ronment. All four examined constructs play a role in this dynamic mechanism. Starting
from the MO, this instrument enables the creation of a strong structure that will be able to
act adequately on the tourist market by monitoring the supply, competition, and internal
flows of companies. INN, therefore, serves to technologically and organizationally elevate
companies to a higher level of business in line with current achievements, particularly
in the field of digitization. Together, MO and INN will facilitate the gradual adoption of
CE practices, which will ultimately lead to comprehensive sustainable business. Over-
all, directing towards sustainable development is a complex process, requiring the active
participation of all subjects and constant monitoring of changes.

MARKET
ORIENTATION

=
- INNOVATION

@ SOCIAL SUSTAINABILITY ENVIRONMENTAL SUSTAINABILITY
it SDG 1 Partnership for the goals & SDG 13 Climate action
& SDG 2 Zero hunger ’& SDG 14 Life below water
s SDG 11 Sustainable cities and communities % 5SDG 15 Life onland
% ECONOMIC SUSTAINABILITY GLOBAL PARTNERSHIP
QO SDG 12 Responsible consumption and production & spG17 Partnership for the goals

Figure 3. Research-based proposal of the TC framework: the case of Tenerife.
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7. Conclusions

Traditionally, tourist destinations had a business model aimed at quantitative growth
and achieving economic goals, where social and environmental elements were marginalized.
However, awareness of the negative effects of mass tourism conditioned the need for
transformation in accordance with the postulates of sustainable development. In this
transition of business operations, it is necessary to find the most effective way that will
address the SDGs. Therefore, the central research question of this study entails finding a
comprehensive mechanism to enable tourism providers, mainly tourism firms, to place their
operations on sustainable pillars. Accordingly, the TC conceptual framework grounded on
mutual collaboration, shared governance, and equal availability of resources was formed.
Inspired by natural processes and the fulfillment of overall sustainability, this framework
was the initial point for investigating specific mechanisms that will directly or indirectly
contribute to tourism firms directing their business towards sustainable goals.

Through comprehensive research of tourism literature, it was established that the MO,
CE, and INN constructs can significantly accelerate sustainable development. Therefore,
the interrelationships between the mentioned elements were empirically tested. The results
of the structural model indicate that MO has a statistically significant effect on both CE
and INN, with the effect of MO on CE having a negative sign. At the same time, CE
and INN have a direct impact on all dimensions of sustainability, but also an indirect
effect through mediation relations, which confirms their key role in achieving sustainable
development of tourist destinations. Furthermore, GPs are an important prerequisite for
achieving SOCS, since mutual cooperation between tourism stakeholders supports local
employment, creates economic opportunities for vulnerable groups, and encourages local
products and services.

8. Limitations and Future Research

This study has several limitations that should be acknowledged. First, the research
was conducted on the island destination of Tenerife, which suffers from strong spatial,
environmental, and social pressures of tourism dynamics. Although these research findings
can be transferred to other small island destinations, to a certain extent, all the specificities
of the internal and external factors that develop tourist destinations must be taken into
account. This primarily refers to destinations that have similar structural and institutional
conditions, such as island destinations in the Mediterranean or Southeast Asia. Accordingly,
future research should focus on examining this model in other context-specific destinations.

Second, based on the type and method of research, several limitations and guidelines
should be noted for further research work. Namely, this study is based on quantitative
research which in itself limits the broad interpretation of the results and the understanding
of factors that are not included in the survey questionnaire and which would emerge
after the qualitative research. That being said, this is why mixed-method research is the
most preferred. Afterward, the respondents filled out the survey themselves without
supervision, which is also an important part in research, in order to obtain more precise
data from the field. Finally, a larger sample size is necessary, which would eventually
enable cross-sectoral surveys. It is important to emphasize the disparity in the number
of tourism companies by subsectors. The active or cultural tourism and accommodation
sectors comprise almost 80% of respondents, which is a consequence of their dominance
on the market, while transport firms are fewer in number and usually integrated into
larger firms.

Third, regarding the examined constructs, the single-indicator construct of CE, which
included only energy efficiency, needs to be defined in such a way so there is no conceptual
overlap with the SDGs, which is a significant challenge in the academic research community
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because these two concepts are closely related and it is often challenging to establish a clear
boundary between them.

Fourth, the role that INNs have as a key mechanism in the realization of CE and SDG
practices is special in this field of work. So far, there is a small amount of data, especially
regarding the mediation effects where INN, through GP, promotes SOCS, and through CE,
enables the achievement of ECONS and GP.

Fifth, this research initially included ten SDGs, of which SDG 8 and SDG 9 had to be
excluded from the analysis due to poor internal consistency. Therefore, for future research,
it would be useful to include all SDGs, with particular emphasis on the role that cooperation
and collaboration play in achieving SOCS.
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