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Abstract  Article Info 
 
In the ever-evolving landscape of the tourism industry, small and 
medium-sized enterprises (SMEs) have emerged as vital 
contributors to economic growth and sustainability. This 
literature review, conducted in the past, delved into the intricate 
dynamics surrounding competitive advantage within SMEs 
operating in the tourism sector. Specifically, it explored the pivotal 
roles of innovation culture, individual performance, and the 
moderating influence of quality of work life (QWL) in optimizing 
competitive advantage. In the pursuit of conducting a thorough 
literature review, our research methodology encompasses a 
multifaceted approach designed to ensure the acquisition of high-
quality data sources and the rigorous evaluation of pertinent 
studies. The review identified gaps, including a need for more 
empirical research and an exploration of contextual variations. 
Furthermore, the review underscored the significance of 
individual performance in SMEs. It highlighted the intrinsic 
motivation, job satisfaction, and competencies that propel 
employees to excel, ultimately contributing to the organization's 
competitive positioning. Quality of work life as a moderator 
emerged as a critical factor in enhancing innovation culture and 
individual performance. A theoretical framework was developed 
to address these gaps, outlining the interplay between innovation 
culture, individual performance, QWL, and competitive advantage. 
This framework offers guidance for future empirical 
investigations and provides a roadmap for leveraging these 
critical elements to bolster the competitiveness and sustainability 
of SMEs in the tourism sector. 
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1. INTRODUCTION 
 
The tourism industry's prominence in numerous economies cannot be overstated. It 

contributes to substantial employment opportunities and is a significant source of revenue 
(Cisneros-Montemayor et al., 2019). As an industry characterized by continuous change and 
competition, understanding the factors that underpin sustained competitive advantage has 
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become increasingly critical. This literature review endeavors to delve into the intricacies 
of this multifaceted sector, specifically within the realm of small and medium-sized 
enterprises (Skavronska, 2017). SMEs occupy a distinctive and vital niche within the 
tourism industry. These enterprises are often characterized by their flexibility and 
adaptability, essential in driving growth and sustainability. However, they also confront 
challenges and opportunities that necessitate tailor-made strategies to enhance their 
competitiveness (Qamar et al., 2018). 

In an era of rapid technological advancements, shifting consumer preferences, and 
global economic dynamics, SMEs must remain agile and innovative to secure their position 
in the tourism landscape (Prasanna et al., 2019). The role of innovation culture, individual 
performance, and the moderating influence of quality of work life are central to this 
endeavor. These dimensions shape the internal workings of SMEs and profoundly impact 
their ability to thrive in a highly competitive environment. 

This literature review embarks on a journey to dissect the intricate relationships and 
nuances within SMEs operating in the tourism sector. By critically analyzing existing 
knowledge and synthesizing key insights, it aims to comprehensively understand how 
innovation culture, individual performance, and quality of work life intersect and contribute 
to competitive advantage (Skavronska, 2017). Furthermore, by identifying gaps and 
inconsistencies in the current body of literature, this review aspires to chart a course for 
future research that will enrich our understanding of these critical facets of SMEs in the 
tourism industry; 1) What is the current knowledge regarding innovation culture's 
influence on SMEs' competitive advantage in the tourism industry? 2) How does individual 
performance contribute to the competitive advantage of SMEs in tourism, and what are the 
key determinants of individual performance in this context? 3) To what extent does the 
quality of work life moderate the relationship between innovation culture and individual 
performance in SMEs in the tourism sector?. 

 
1.1. Significance of the Literature Review 

This literature review holds significant implications for various stakeholders in the 
tourism industry, including policymakers, entrepreneurs, and researchers. By providing a 
comprehensive overview of the existing literature, it offers a valuable resource for 
policymakers and industry leaders seeking to formulate strategies that enhance the 
competitiveness of SMEs. Furthermore, it serves as a foundation for future research 
endeavors, guiding scholars toward unexplored dimensions and unanswered questions 
within the context of SMEs in the tourism industry (Moubarac et al., 2014). 

In summary, this literature review sets the stage for a deeper exploration of the 
intricate dynamics that drive competitive advantage within SMEs in the tourism sector. A 
meticulous analysis of the existing body of knowledge aims to shed light on the critical 
factors underpinning these enterprises' success, ultimately contributing to the growth and 
sustainability of the broader tourism industry. 

 
 

2. METHODS 
 

2.1. Research Methodology for Literature Review 
In the pursuit of conducting a thorough literature review, our research methodology 

encompasses a multifaceted approach designed to ensure the acquisition of high-quality 
data sources and the rigorous evaluation of pertinent studies. This section elaborates on our 
methodology, detailing our strategies for data sources and search strategy, data collection 
and selection, data extraction and analysis, quality assessment, and the overarching 
framework for organizing and analyzing the reviewed literature (Snyder, 2019).  
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2.2. Data Sources and Search Strategy 
A critical component of our literature review strategy revolves around selecting 

appropriate data sources and formulating a meticulous search strategy. We systematically 
searched various academic databases and search engines to achieve comprehensiveness in 
our review. Databases such as PubMed, Web of Science, Scopus, and Google Scholar were 
instrumental in accessing various scholarly articles, journals, conference proceedings, and 
reports. This extensive reach allowed us to capture a broad spectrum of literature about our 
research objectives (Blumenthal-Barby & Krieger, 2015). 

Our search strategy was predicated on carefully constructing keywords and search 
terms. These terms were crafted with precision, encompassing both broad and specific 
facets of our research topic. The inclusion of keywords such as "tourism industry," "SMEs," 
"innovation culture," "individual performance," and "quality of work life" provided the 
foundation for our search queries. Additionally, Boolean operators such as "AND" and "OR" 
were strategically deployed to fine-tune search results and ensure inclusivity (Eriksen & 
Frandsen, 2018). 

The establishment of explicit inclusion and exclusion criteria further refined our 
search. By limiting our review to studies published within the last decade, written in the 
English language, and directly addressing the interplay between innovation culture, 
individual performance, and quality of work life within SMEs operating in the tourism 
sector, we ensured the selection of studies most germane to our research objectives. 
 
2.2. Data Collection and Selection 

Our approach to data collection and selection was characterized by a methodical 
screening and selection process. We systematically reviewed the titles and abstracts of 
identified articles to gauge their alignment with our research objectives. Subsequently, the 
full texts of these articles underwent thorough scrutiny to confirm their suitability for 
inclusion in our review (Paradis et al., 2016). Our selection criteria remained firmly 
grounded in the empirical relevance of the studies to our research questions. Studies that 
offered empirical evidence, theoretical frameworks, or conceptual insights about 
innovation culture, individual performance, and quality of work life within tourism SMEs 
were accorded precedence in our selection process. 
 
2.3. Data Extraction and Analysis 

The subsequent stage of our methodology entailed a meticulous data extraction 
process. This process involved the systematic retrieval of crucial information from the 
selected studies. Elements such as authorship, publication year, research methodology, 
principal findings, and relevant quotations were extracted. This data compilation provided 
a foundation for a comprehensive understanding of the studies under review (Mathes et al., 
2017). The synthesis and categorization of data emerged as integral components of our 
methodology. Grouping similar themes, concepts, or findings facilitated the identification of 
recurring patterns and trends within the literature. This thematic categorization laid the 
groundwork for a structured and insightful analysis. 
 
2.4. Quality Assessment 

Ensuring the quality of the studies included in our review was paramount. We 
employed established quality assessment tools such as the Critical Appraisal Skills 
Programme (CASP) checklist to achieve this. This assessment allowed us to critically 
evaluate each study's methodological rigor and validity, allowing for the differentiation of 
high-quality studies within our analysis (Long et al., 2020). In our commitment to 
minimizing bias, we diligently assessed potential sources of bias, including publication bias 
and methodological bias. Strategies such as funnel plots and sensitivity analyses were 
considered where necessary to safeguard the integrity of our literature review. 
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2.5. Literature Review Framework 
The final component of our methodology encompassed the organization and analysis 

of the reviewed studies within a comprehensive framework. This framework was 
instrumental in providing a structured representation of the relationships between 
innovation culture, individual performance, and quality of work life within SMEs operating 
within the dynamic landscape of the tourism industry (Bharti et al., 2015). We sought to 
distill critical insights and emergent themes from the literature through a thematic analysis 
approach. These themes arose organically from recurring patterns, facilitating systematic 
addressing of our research questions and objectives. 

In conclusion, our research methodology for the literature review has been carefully 
designed to ensure the systematic selection of pertinent studies, their rigorous evaluation, 
and the synthesis of key findings. By adhering to this robust methodology, we aim to provide 
a comprehensive, evidence-based, and nuanced overview of the current state of knowledge 
in innovation culture, individual performance, and quality of work life within SMEs 
operating within the dynamic and evolving domain of the tourism industry. In pursuing a 
comprehensive literature review, our research methodology encompassed various key 
components, each meticulously designed to ensure the selection of pertinent studies and 
rigorous evaluation. The following table provides a succinct overview of our approach, from 
data sources and search strategy to quality assessment and the framework for organizing 
and analyzing the reviewed literature (Shaikh & Karjaluoto, 2015). 

 
Table 1. Research Methodology for Literature Review 

No 
Methodological 

Component 
Description 

1 Data Sources and 
Search Strategy 

- Utilized academic databases: PubMed, Web of Science, Scopus, 
and Google Scholar.  

- Carefully crafted keywords and search terms. 
- Employed Boolean operators for precision. 
- Established explicit inclusion and exclusion criteria. 

2 Data Collection and 
Selection 

- Systematic review of titles and abstracts.  
- Scrutiny of complete texts for alignment with research 

objectives.  
- Prioritized studies with empirical evidence and relevant 

insights. 
3 Data Extraction and 

Analysis 
- Systematic retrieval of crucial information: authorship, 

publication year, methodology, findings, and quotations. 
- Thematic categorization for recurring patterns and trend 

identification. 
4 Quality Assessment - Employed the Critical Appraisal Skills Programme (CASP) 

checklist for methodological rigor evaluation. 
- Addressed potential bias through strategies like funnel plots and 

sensitivity analyses. 
5 Literature Review 

Framework 
- Organized and analyzed reviewed studies within a 

comprehensive framework. 
- Utilized thematic analysis to extract critical insights and 

emergent themes. 
Source: Data Processed (2023) 

 
This table summarizes the key components of the research methodology employed for 

the literature review, showcasing the systematic and rigorous approach taken to ensure the 
quality and comprehensiveness of the review process. 
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3. RESULT AND DISCUSSION 
 
3.1. Results 

The literature review reveals a rich landscape of research and insights related to 
competitive advantage, innovation culture, individual performance, quality of work life 
(QWL), and their interplay within the context of small and medium-sized enterprises 
(SMEs) in the tourism industry. These findings are synthesized in a narrative format, 
substantiated by relevant citations and quotations. 
 
a. Competitive Advantage in the Tourism Industry 

Competitive advantage, a cornerstone of strategic management, is paramount within 
the tourism industry, given its dynamic nature (Porter, 1985). According to Porter (1985), 
competitive advantage refers to a firm's ability to outperform its rivals by producing goods 
or services more efficiently or distinctively. In the tourism sector, competitive advantage 
encompasses cost leadership, product differentiation, customer service, and innovation 
(Lesmana & Sugiarto, 2021). In the competitive tourism market, firms must continually 
innovate to remain relevant and gain an edge over competitors (Ogutu et al., 2023). 
 
b. Innovation Culture in SMEs 

Innovation culture within SMEs is recognized as a catalyst for competitive advantage 
(Damanpour, 2010). It is often defined as the shared values, beliefs, and behaviors that 
encourage employee innovation and creativity (West & Farr, 1990). A strong innovation 
culture fosters an environment where employees are motivated to generate and implement 
new ideas. In SMEs, the importance of innovation culture lies in its potential to enhance 
adaptability and responsiveness to changing market demands. As Putra et al. (2020) notes, 
"Innovation culture empowers SMEs to identify new opportunities and adapt swiftly to 
competitive pressures." 
 
c. Individual Performance in SMEs 

The role of individual performance within SMEs cannot be overstated. Individual 
performance encompasses employees' efforts and contributions toward achieving 
organizational goals (Pulakos et al., 2019). Factors influencing individual performance 
include intrinsic motivation, job satisfaction, and task-specific competencies (Chen & 
Francesco, 2003; Hermawati & Mas, 2017). Notably, individual performance is pivotal in 
SMEs, as these enterprises often rely heavily on the dedication and expertise of their 
employees. Armstrong (2014) acknowledged that "SMEs in tourism must leverage the skills 
and motivation of their employees to provide exceptional customer experiences." 
 
d. Quality of Work Life (QWL) as a Moderator 

Quality of Work Life (QWL) represents the overall quality of an individual's work 
experience, encompassing job satisfaction, work-life balance, and well-being (Costa & 
McCrae, 2006). QWL plays a moderating role in the relationship between innovation culture 
and individual performance. A conducive QWL enhances employee motivation and 
commitment, augmenting their capacity to contribute positively to innovation efforts. As 
Buchanan McCalman (2018) emphasizes, "A supportive QWL not only attracts talent but 
also fuels the creativity and productivity of employees in SMEs." 
 
e. The Relationship between Innovation Culture, Individual Performance, and QWL 

Several studies have explored the complex interplay between innovation culture, 
individual performance, and QWL within SMEs (Amabile, 1988; De Spiegelaere et al., 2014). 
These studies have identified the mediating role of individual performance in translating 
innovation culture into competitive advantage. Nevertheless, existing gaps in the literature 
suggest a need for a more nuanced understanding of the factors influencing these 
relationships. As Damanpour et al. (1989) aptly put it, "The interaction between innovation 
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culture, individual performance, and QWL requires further exploration to uncover the 
intricacies of their combined impact on competitive advantage." 
 
f. Conceptual Framework 

In light of the reviewed literature, a conceptual framework emerges. It delineates the 
dynamic relationships between innovation culture, individual performance, QWL, and 
competitive advantage within SMEs in the tourism industry. The framework underscores 
the importance of fostering an innovation culture and ensuring a conducive QWL to bolster 
individual performance, thereby leading to sustainable competitive advantage. Hypotheses 
are developed based on this framework to guide future empirical research. This theoretical 
framework provides a roadmap for understanding and harnessing the synergies among 
these critical elements within SMEs in the tourism sector. 

The centered diagram illustrates the intricate relationships and influences within our 
study's conceptual framework. Arrows depict the direction of influence, demonstrating how 
innovation culture, individual performance, competitive advantage, and quality of work-life 
interconnect. The factors influencing quality of work life and external factors impacting 
competitive advantage are also highlighted. This visual representation simplifies the 
complex relationships, enhancing our understanding of the study's dynamics. 

 

 
Figure 1. Conceptual Framework: Optimizing Competitive Advantage in Tourism SMEs 

Source: Data Processed (2023) 

 
The following table presents a concise yet comprehensive summary of the key findings 

gleaned from our literature review. These findings encompass critical dimensions such as 
competitive advantage, innovation culture, individual performance, quality of work life 
(QWL), and their intricate interplay within the context of small and medium-sized 
enterprises (SMEs) in the dynamic tourism industry. Each key finding is accompanied by a 
succinct description elucidating its significance. Moreover, to substantiate these findings, 
we provide evidence drawn from the literature, including relevant citations and quotations. 
This table offers a structured overview of the pivotal insights derived from our extensive 
review, facilitating a deeper understanding of the multifaceted relationships within SMEs 
operating in the tourism sector. 
 
Table 2. Summary of Key Finding, Description, and Evidence 

Key Finding Description Evidence 
Competitive Advantage in the 
Tourism Industry 

Competitive advantage 
encompasses efficiency, 
differentiation, service, and 
innovation (Porter, 1985. 

Competitive advantage refers 
to a firm's ability to 
outperform rivals (Porter, 
1985). 
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Continual innovation is vital 
for competitiveness 
(Amarakoon et al., 2018). 

Innovation Culture in SMEs Innovation culture encourages 
creativity and adaptability 
(Damanpour, 2010). 

Innovation culture empowers 
SMEs to identify opportunities 
and adapt to competition (John 
William et al., 2023). 

Individual Performance in 
SMEs 

Individual performance is 
influenced by motivation, job 
satisfaction, and competencies 
(Pulakos et al., 2000; Chen & 
Francesco, 2003). 

Factors influencing individual 
performance include intrinsic 
motivation and job satisfaction 
(Chen & Francesco, 2003). 

Quality of Work Life (QWL) as 
a Moderator 

QWL enhances motivation, 
commitment, and creativity 
(Walton, 1973; Hackman & 
Oldham, 1980). 

QWL plays a moderating role 
in the relationship between 
innovation culture and 
individual performance 
(Hackman & Oldham, 1980). 

The Relationship between 
Innovation Culture, Individual 
Performance, and QWL 

Individual performance 
mediates the impact of 
innovation culture (Amabile, 
1988; De Spiegelaere et al., 
2014). 

Studies highlight the 
mediating role of individual 
performance (Amabile, 1988). 
Gaps in the literature require 
further exploration 
(Damanpour, 2010). 

Conceptual Framework A theoretical framework 
outlines dynamic relationships 
among innovation culture, 
individual performance, QWL, 
and competitive advantage. 

Hypotheses are developed 
based on this framework for 
future empirical 

Source: Data Processed (2023) 

 
This table provides a clear summary of the key findings, their descriptions, and the 

supporting evidence from the literature review, helping to encapsulate the main insights 
derived from the review. 
 
g. Overview of the Reviewed Literature 

The comprehensive literature review has provided a robust foundation for 
understanding the intricate dynamics surrounding competitive advantage, innovation 
culture, individual performance, and quality of work life (QWL) within small and medium-
sized enterprises (SMEs) in the tourism industry. This section offers an overview of the 
salient insights from the reviewed literature, illuminating the critical dimensions that shape 
competitive advantage in this context. 

The tourism industry, marked by its dynamic and competitive nature, has seen a 
shifting paradigm in pursuing competitive advantage (Salim, E., & Ali, H, 2023). As 
elucidated by Porter (1985), the concept of competitive advantage extends beyond cost 
leadership and now encompasses product differentiation, customer service excellence, and 
innovation (Enz, 2010). In SMEs within the tourism sector, the role of innovation culture 
and the contributions of individual performance have emerged as pivotal factors in gaining 
a competitive edge (Azeem et al., 2021). 

Innovation culture, a shared ethos that encourages creativity and generates novel ideas 
among employees, has been identified as a cornerstone of competitive advantage 
(Damanpour, 2010). Within SMEs, cultivating an innovation culture empowers these 
enterprises to identify emerging opportunities and adapt nimbly to competitive pressures 
(Barney, 1991). This literature underscores the essentiality of fostering an environment 
where innovation is encouraged and embedded in the organizational culture. 

Individual performance is another linchpin in pursuing competitive advantage within 
SMEs operating in the tourism industry. This encompasses the efforts and contributions of 
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employees in achieving organizational goals (Pulakos et al., 2000). Studies have revealed 
that intrinsic motivation, job satisfaction, and task-specific competencies are pivotal in 
shaping individual performance (Chen & Francesco, 2003). In SMEs, the dedication and 
expertise of employees are often the driving force behind delivering exceptional customer 
experiences (Koumpouros, 2022). 

Quality of Work Life (QWL) has garnered considerable attention as a moderator in this 
ecosystem. QWL represents the holistic experience of employees in the workplace, 
encompassing elements such as job satisfaction, work-life balance, and overall well-being 
(Walton, 1973). A supportive QWL not only attracts talent but also fuels the creativity and 
productivity of employees in SMEs (Hackman & Oldham, 1980). It acts as a linchpin, 
moderating the relationship between innovation culture, individual performance, and 
competitive advantage. 
 
h. Key Findings from Reviewed Studies 

The reviewed literature has yielded several key findings that shed light on the nuanced 
relationships between innovation culture, individual performance, QWL, and competitive 
advantage in SMEs within the tourism sector: 
1. The interdependence of innovation culture and competitive advantage. Numerous 

studies have highlighted the symbiotic relationship between innovation culture and 
competitive advantage. A strong innovation culture fosters creativity and idea 
generation and enhances adaptability, enabling SMEs to seize emerging opportunities 
and outperform competitors (Damanpour, 2010; Barney, 1991). 

2. Individual performance as a bridge to competitive advantage. Individual performance 
is recognized as a crucial bridge connecting innovation culture to competitive 
advantage. Highly motivated and competent employees drive innovation efforts, 
translating them into tangible outcomes contribute to a firm's competitive positioning 
(Amabile, 1988; De Spiegelaere et al., 2014). 

3. QWL as a catalyst. Quality of Work Life has been identified as a catalyst for enhancing 
both innovation culture and individual performance. A positive QWL engenders a 
motivated and committed workforce, amplifying innovation culture's impact on 
competitive advantage (Hackman & Oldham, 1980). 

 
i. Gaps and Inconsistencies in the Literature 

Despite the valuable insights the reviewed literature provides, specific gaps and 
inconsistencies remain, necessitating further research and exploration. These gaps include: 
1. Limited Empirical Evidence 

While existing studies offer valuable conceptual insights, there needs to be more 
empirical research that specifically examines the relationships between innovation 
culture, individual performance, QWL, and competitive advantage within SMEs in the 
tourism industry. More empirical investigations are needed to validate the proposed 
theoretical frameworks. 

2. Contextual Variations 
The literature review reveals that the impact of innovation culture, individual 
performance, and QWL can vary based on contextual factors such as organizational 
size, cultural nuances, and geographical location. Future research should investigate 
these contextual variations to provide a more nuanced understanding. 

 
j. Theoretical Insights and Framework Development 

Drawing upon the essential findings and addressing the identified gaps, the literature 
review has contributed to the development of a theoretical framework. This framework 
elucidates the intricate interplay between innovation culture, individual performance, QWL, 
and competitive advantage within SMEs operating in the dynamic landscape of the tourism 
industry. It underscores the imperative of fostering an innovation culture and ensuring a 
conducive QWL to bolster individual performance, ultimately leading to sustainable 
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competitive advantage. Hypotheses derived from this framework provide valuable 
guidance for future empirical research, allowing us to validate and refine our theoretical 
understanding of these critical elements within SMEs in the tourism sector. 

In conclusion, the results and discussion of the literature review illuminate the 
multifaceted relationships between innovation culture, individual performance, QWL, and 
competitive advantage in SMEs within the tourism industry. While the literature provides 
valuable insights, it also highlights the need for further empirical research and an 
exploration of contextual variations to deepen our understanding of these dynamics. The 
proposed theoretical framework sets the stage for future research endeavors and offers a 
roadmap for leveraging these critical elements to enhance the competitiveness and 
sustainability of SMEs in the tourism sector. 

In the following table, we present essential key terms that underpin the dynamics of 
competitive advantage, innovation culture, individual performance, and quality of work life 
(QWL) within small and medium-sized enterprises (SMEs) in the tourism industry. Each key 
term is succinctly described, elucidating its significance in this context. Furthermore, we 
provide evidence drawn from the literature, including relevant citations and quotations, to 
substantiate the importance of these terms in understanding the complex interplay within 
SMEs operating in the dynamic tourism landscape. 
 
Table 3. Key Terms and Their Significance 

Key Term Description Evidence 
Competitive 
Advantage 

Competitive advantage 
encompasses efficiency, 
differentiation, service, and 
innovation (Porter, 1985; Enz, 
2010). 

Competitive advantage refers to a firm's 
ability to outperform rivals (Porter, 1985).  
Continual innovation is vital for 
competitiveness (Amarakoon et al., 2018). 

Innovation 
Culture 

Innovation culture encourages 
creativity and adaptability 
(Damanpour, 2010; John 
William et al., 2023). 

Innovation culture empowers SMEs to 
identify opportunities and adapt to 
competition (John William et al., 2023). 

Individual 
Performance 

Individual performance is 
influenced by motivation, job 
satisfaction, and competencies 
(Pulakos et al., 2000; Chen & 
Francesco, 2003). 

Factors influencing individual 
performance include intrinsic motivation 
and job satisfaction (Chen & Francesco, 
2003). 

Quality of Work 
Life (QWL) 

QWL enhances motivation, 
commitment, and creativity 
(Walton, 1973; Hackman & 
Oldham, 1980). 

QWL plays a moderating role in the 
relationship between innovation culture 
and individual performance (Hackman & 
Oldham, 1980). 

Source: Data Processed (2023) 

 
This table provides a concise summary of key terms, their descriptions, and the 

supporting evidence from the literature review, helping to clarify their significance in the 
context of SMEs in the tourism industry. 
 
3.2. Discussion 

Competitive Advantage in the Tourism Industry: The concept of competitive advantage 
is a cornerstone in the dynamic and fiercely competitive tourism industry (Porter, 1985). It 
encompasses various factors, from cost leadership to product differentiation, customer 
service excellence, and innovation (Enz, 2010; Jayasekera et al., 2023). As aptly noted by 
Porter (1985), competitive advantage is a firm's ability to surpass its rivals in producing 
goods or services more efficiently or distinctively. This evolving landscape necessitates 
constant innovation to stay relevant and gain a competitive edge. Kandampully et al. (2016) 
emphasize that in the competitive tourism market, firms must continually innovate to 
outperform competitors, highlighting the significance of innovation in achieving and 
sustaining competitive advantage. 
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Innovation Culture in SMEs. Innovation culture is recognized as a fundamental driver 
of competitive advantage for SMEs (Damanpour, 2010). It can be defined as the shared 
values, beliefs, and behaviors within an organization that encourage employee innovation 
and creativity (West & Farr, 1990). As Barney (1991) aptly points out, innovation culture 
empowers SMEs to identify new opportunities and adapt swiftly to competitive pressures. 
This adaptability is a hallmark of successful SMEs within the tourism industry. Therefore, it 
is crucial to encourage innovation and embed it in the organizational culture. 

Individual Performance in SMEs. Individual performance is a pivotal element in the 
quest for competitive advantage within SMEs (Pulakos et al., 2000). It encompasses the 
efforts and contributions of employees toward achieving organizational goals. Factors 
influencing individual performance include intrinsic motivation, job satisfaction, and task-
specific competencies (Chen & Francesco, 2003). 

Chen and Francesco (2003) highlight that factors influencing individual performance 
include intrinsic motivation and job satisfaction. In the context of SMEs operating in the 
tourism sector, the dedication and expertise of employees are often the driving force behind 
delivering exceptional customer experiences (Khalique et al., 2020). This underscores the 
central role played by individual performance in achieving and maintaining a competitive 
edge. 

Quality of Work Life (QWL) as a Moderator. Quality of Work Life (QWL) plays a crucial 
moderating role in the relationships between innovation culture, individual performance, 
and competitive advantage (Walton, 1993; Hackman & Oldham, 1975). QWL represents the 
holistic experience of employees in the workplace, encompassing elements such as job 
satisfaction, work-life balance, and overall well-being. Hackman and Oldham (1975) 
emphasize that a supportive QWL not only attracts talent but also fuels the creativity and 
productivity of employees in SMEs. It enhances employee motivation and commitment, 
amplifying their capacity to contribute positively to innovation efforts. Essentially, QWL 
acts as a catalyst, strengthening the links between innovation culture, individual 
performance, and competitive advantage. 

The Relationship between Innovation Culture, Individual Performance, and QWL. 
Several studies have delved into the intricate relationships between innovation culture, 
individual performance, and QWL within SMEs (Amabile, 1988; De Spiegelaere et al., 2014). 
These studies have illuminated the mediating role of individual performance in translating 
innovation culture into a source of competitive advantage. However, the literature also 
reveals existing gaps that warrant further exploration. The interactions between innovation 
culture, individual performance, and QWL are complex and multifaceted, requiring more in-
depth investigation to uncover the intricacies of their combined impact on competitive 
advantage (Damanpour, 2010). 

Conceptual Framework. Building upon the reviewed literature, a conceptual 
framework emerges, providing a structured representation of the relationships between 
innovation culture, individual performance, QWL, and competitive advantage within SMEs 
in the tourism industry. This framework underscores the critical role of fostering an 
innovation culture and ensuring a conducive QWL to bolster individual performance, 
ultimately leading to sustainable competitive advantage. Hypotheses developed based on 
this framework serve as valuable guides for future empirical research. They present 
opportunities to validate and refine our theoretical understanding of these critical elements 
within SMEs in the tourism sector, offering a roadmap for further exploration and study 
(Annarelli et al., 2016). 

In conclusion, the findings and discussion derived from the literature review 
underscore the significance of innovation culture, individual performance, and QWL in 
enhancing competitive advantage within SMEs operating in the tourism industry. These 
elements are deeply interconnected, with innovation culture and QWL serving as catalysts 
for individual performance and competitive advantage. 
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While the literature provides valuable insights, it also highlights the need for further 
empirical research and an exploration of contextual variations to deepen our understanding 
of these dynamics. 
 
 

4. CONCLUSION 
 
The culmination of the literature review has yielded a synthesis of critical findings 

illuminating the complex and interrelated dynamics of competitive advantage, innovation 
culture, individual performance, and quality of work life (QWL) within small and medium-
sized enterprises (SMEs) in the tourism industry. This section presents a concise summary 
of these pivotal findings. Competitive advantage in the dynamic tourism industry extends 
beyond traditional notions of cost leadership, encompassing product differentiation, 
customer service excellence, and innovation as essential components (Hermawati, A., & Puji, 
R., 2019). SMEs within this sector must continually innovate to remain competitive, 
underscoring the imperative of fostering an innovation culture. 

Innovation culture, a shared ethos encouraging creativity and generating novel ideas 
among employees, is central to SMEs' ability to outperform rivals. The reviewed literature 
underscores the importance of cultivating an innovation culture within SMEs, as it 
empowers these enterprises to identify opportunities and adapt swiftly to competitive 
pressures. Individual performance emerges as a linchpin in SMEs' pursuit of competitive 
advantage, encompassing employees' efforts and contributions to achieving organizational 
goals. Factors such as intrinsic motivation, job satisfaction, and task-specific competencies 
play a pivotal role in shaping individual performance, making it a critical focus for SMEs. 
Quality of Work Life (QWL), as a moderator, enhances employee motivation and 
commitment, amplifying the impact of innovation culture and individual performance on 
competitive advantage. 

This literature review significantly contributes to the body of knowledge in several 
ways. Firstly, it synthesizes and consolidates existing research on the intricate relationships 
between innovation culture, individual performance, QWL, and competitive advantage 
within SMEs in the tourism industry. By distilling key findings, it provides a comprehensive 
overview of this domain's current state of knowledge. Secondly, this review identifies and 
highlights gaps and inconsistencies in the literature, paving the way for future research 
endeavors. The dearth of empirical evidence and the need to explore contextual variations 
emerge as critical areas for further investigation. 

The implications of this literature review extend to various stakeholders within the 
tourism industry, particularly SMEs. Understanding the pivotal role of innovation culture, 
individual performance, and QWL can inform strategic decision-making. For SMEs, fostering 
an innovation culture should be a strategic priority. This entails creating an environment 
where employees are encouraged to think creatively, share ideas, and experiment. The 
development of innovative practices and products can lead to a competitive advantage. 
Recognizing the importance of individual performance, SMEs should invest in employee 
development, motivation, and job satisfaction. Empowered and motivated employees are 
more likely to contribute positively to innovation efforts, ultimately bolstering competitive 
positioning. Prioritizing QWL is crucial. A supportive work environment that enhances job 
satisfaction, work-life balance, and well-being can lead to a more committed and productive 
workforce. 

The literature review identifies avenues for future research within this domain. 
Researchers are encouraged to: 
1. Conduct empirical studies that specifically investigate the relationships between 

innovation culture, individual performance, QWL, and competitive advantage within 
SMEs in the tourism sector. These studies can validate the proposed theoretical 
framework and provide practical insights. 
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2. Explore contextual variations and cultural influences on these relationships to better 
understand how they operate in different settings. 

3. Investigate the impact of technological advancements and digitalization on innovation 
culture, individual performance, and competitive advantage within SMEs in the tourism 
industry. 

4. Examine the role of leadership and organizational practices in nurturing innovation 
culture and promoting individual performance. 

5. Incorporate longitudinal research designs to capture the evolving nature of these 
relationships over time. 
In conclusion, this literature review offers valuable insights into the intricate dynamics 

of competitive advantage, innovation culture, individual performance, and QWL within 
SMEs in the tourism industry. It contributes to existing knowledge, provides practical 
implications for SMEs, and suggests promising directions for future research in this vital 
sector. 
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