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ABSTRACT

Literature is prolific on how several crises have affected tourism and hospitality.
However, those studies are primarily concerned with the impacts at the destination
level and less with tourism businesses’ resilience and recovery. However, recently, some
studies have addressed tourism resilience in a broader range, primarily because of how
tourism and hospitality has been affected by COVID-19. The pandemic had completely
different characteristics from other disasters that affected tourism businesses
previously—namely, its global range and long duration. When studying business
recovery, it is relevant to investigate how managerial models and perceptions affected
how T&H firms responded to the consequences of the pandemic. The purpose is to
study how T&H firms’ entrepreneurial orientation and managers’ perception of the
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external environment, namely market recovery, relate to the actions taken during the
pandemic. We conducted a cluster analysis to test our propositions considering two
clustering variables: EO (Entrepreneurial Orientation) and MRP (Market Recovery
Perception). Results suggest three types of T&H firms exist and that these opted for
different recovery actions during the COVID-19 pandemic. Finally, our work presents a
set of important theoretical and practical implications that can be useful to several

REVIEWING EDITOR
Pablo Ruiz, Universidad
de Castilla-La Mancha,
Spain

SUBJECTS

Environmental Economics;

stakeholders, namely academics and professionals. Hospitality; Tourism

Introduction

The COVID-19 pandemic affected several economic activities and impacted businesses globally (Su et al.,
2021). Tourism and hospitality (T&H) were among the most affected activities (Islam et al, 2021). As
highlighted by Costa et al. (2021), literature is prolific on how other types of disasters have affected
tourism activities in the past. Those studies are mainly focused on localised events in space and time,
such as terrorist attacks (e.g. Tingbani et al,, 2019), earthquakes and tsunamis (e.g. Orchiston & Higham,
2016) or typhoons, storms, and floods (Ghaderi et al, 2015). However, these are studies mostly con-
cerned with the impacts at the destination level and less with tourism businesses’ resilience and recov-
ery. Resilience refers to an organisation’s ability to recover from a crisis (Duchek, 2020).

Recently, some studies have addressed tourism resilience in a broader range. For example, Alebaki and
loannides (2017) studied the resilience of Greece’s wine tourism sector from multiple stakeholders’ per-
spectives. Sheppard and Williams (2016) found that individual factors such as well-being and cognitive
and behavioural competencies are an essential part of the resilience framework. Watson and Deller
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(2022) focus on the dependency of a region from T&H as a factor that results in lower resilience. However,
they note that even within each region, there are pockets where the opposite is true, ‘where greater
dependency enhanced economic resiliency’ (p. 1210).

However, the COVID-19 pandemic had completely different characteristics from other disasters that
affected tourism previously—namely, its global range and long duration. No other crisis that affected
T&H this century (e.g. terrorist attacks, epidemics, natural disasters) had a global range or lasted as long
as the COVID-19 pandemic. It is, therefore, relevant to investigate how managerial models and percep-
tions affect how T&H firms responded to the consequences of the pandemic.

Managerial models might be entrepreneurial or traditional (Stevenson & Jarillo, 2007). Traditional
management models can be suitable in routine and predictable environments but inadequate in adverse
environments and crises (Gibson & Tarrant, 2010), especially in situations like the COVID-19 pandemic.
Extant literature has shown that entrepreneurial resources are crucial to mitigating the COVID-19 crisis’s
adverse effects on business firms (Scheidgen et al,, 2021). Firms with higher entrepreneurial orientation
(EO) may quickly adapt to unpredictable environmental changes (Laskovaia et al., 2019) and, tend to be
more proactive in seeking new opportunities and are more able to adapt to changing market conditions
(Rauch et al., 2009). Literature also shows that entrepreneurial activities can be an effective strategy for
managing a crisis’s challenges (Boers & Henschel, 2022; Laskovaia et al,, 2019; Zighan et al., 2022). For
instance, Laskovaia et al. (2019) have found the relevant role of entrepreneurial management in eco-
nomic crisis, and Zighan et al. (2022) the role of EO in SMS resilience. Boers and Henschel (2022) studied
the EO of family firms during the pandemic. However, despite its potential for T&H, EO has surprisingly
provoked little interest from T&H researchers. Fu et al. (2019, p. 2) suggest that future research should
be focused on subfields of entrepreneurship literature applied to T&H.

In the case of other crises, previous studies have shown that firms respond through organisa-
tional actions to adapt to shifting environmental pressures (Chattopadhyay et al.,, 2001). However,
managers act on perceptions (Collier et al., 2004, p. 76), and "...even if their perceptions are totally
inconsistent with reality, they are likely to act as if they were true’. Therefore, managers’ perceptions
of the external environment, including their market recovery perception (MRP) after a crisis, can
influence their decision-making and strategic planning. However, Morrish and Jones (2020) claim
that there is a relevant gap in the literature concerning recovery strategies those smaller firms
employ. Kusa et al. (2022) concur that there are still many questions related to how managers cope
with the challenges caused by crises, namely changes in market conditions that require further
research and analysis.

Although recent papers have addressed COVID-19 from a business recovery standpoint (e.g.
Caballero-Morales, 2021; Fabeil et al, 2020; Katare et al, 2021), including the case of T&H firms (e.g.
Sobaih et al,, 2021; Yeh, 2021), few studies explore how T&H firms’ EO and MRP relate to the recovery
actions taken during the pandemic. As Dias et al. (2022), who found entrepreneurship-related indicators
relevant to selecting recovery strategies, pointed out, future research should focus on understanding
how entrepreneurs may pursue specific strategies.

These gaps are especially relevant due to the large scale of this crisis, making it dissimilar to other
global shocks in terms of its impact on the macro and micro environments of T&H firms. To answer
them, we strive to advance knowledge on entrepreneurship in T&H by answering the following research
questions: ‘How do T&H firms differ in terms of entrepreneurial orientation and managers’ market recov-
ery perception in the COVID-19 pandemic context?’ ‘How different were those types of firms' responses
to the pandemic?

Our study makes several contributions. First, we contribute to entrepreneurship studies in T&H by
showing that these firms may be categorised into three types according to the interaction between EO
and MRP. One type of firm presents high levels of both EO and MRP; another type is characterised by
low EO and moderate MRP, and the third type shows high EO and Low MRP. Second, we spotlight how
that interaction is related to the actions taken by firms to respond to the consequences of the pandemic.
Third, concerning practical implications, our work lists firms' main actions to respond to the COVID-19
pandemic, which may serve as a benchmark for T&H managers. Finally, we call on T&H managers and
entrepreneurs to assess the level of EO in the face of potential future crises and be conscious of the role
of their own perception on managerial decisions.
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Our paper is organised as follows. The next two sections address how COVID-19 affected T&H and
how EO and MRP have been studied in the literature. The method, findings, and discussion sections
follow. The paper concludes by presenting theoretical and practical implications, limitations, and sugges-
tions for future research.

The consequences of COVID-19 for tourism and hospitality

Tourism is one of the most relevant social and economic activities and certainly one of the most prom-
ising for the future (Fletcher et al., 2017). Before the COVID-19 pandemic, T&H contributed to more than
10% of the world’s GDP and provided more than three hundred million jobs worldwide (UNWTO, 2022).
With its multifaceted consequences, tourism is vital to stimulate many other economic activities (Okafor
& Yan, 2022). During the COVID-19 pandemic, there was an entire stoppage in the tourist system; hotels,
restaurants, entertainment establishments, and several tourist attractions were left without activity
(Gossling et al., 2020; Niewiadomski, 2020). The pandemic caused a severe collapse in tourism (Sigala &
Utkarsh, 2021), from which some countries have not yet totally recovered. Many T&H firms closed, and
many others significantly reduced their activities, with consequences on profits (Okafor & Yan, 2022).

By its very definition, tourism is about movement. According to the United Nations World Tourism
Organization, ‘Tourism is a social, cultural and economic phenomenon involving the movement of people
to countries or places outside their usual environment for personal or business/professional purposes’
(UNWTO, 2022). Some travellers consider the tourism movement pleasurable, which is sometimes the main
reason for travelling. For others, tourism movement is the price you pay to reach your desired destination.
However, for both groups, it means an accepted risk of contagion, considering the lessons learned from
other episodes of health crisis and more so from COVID-19 (Nazneen et al,, 2022), as well as other risks.

Especially after the ‘episode of 9/11; travellers had to familiarise themselves with security threats; secu-
rity checkpoints at airports—the same at some ports and railway stations—have become routine and
even expected (Spalding, 2016). However, the magnitude of COVID-19 raised another primary concern:
health security, both at the terminals and in the various means of transportation. Travelling became a
decision that involved some reflection and private internal negotiation about the level of risk the travel-
ler accepted (Valencia & Crouch, 2008).

Now, in most destinations, life has returned to its pre-COVID-19 context. Indeed, most people were
eager to ‘get their lives back, which often implied their right to travel and be a tourist (Zhang et al.,
2021). In some cases, it meant the so-called revenge tourism. However, for some people who avoid all
kinds of risks—usually older adults, but not just these—the management of health-related risks is, in
many cases, still a critical factor in their travelling decisions (Fotiadis et al., 2021)—visiting one place and
not another, accepting or avoiding high season, among others.

Therefore, tourism after COVID-19 is still a mystery to be solved (Deep et al., 2021). Despite the sec-
tor's apparent recovery, some questions remain open. Will both sides of the tourism system, demand and
supply, return to the old methods and practices for the products and destinations already known (fol-
lowing the idea that a successful model must not be changed)? Alternatively, will they tend to take this
opportunity to reinforce some new solutions, for example, related to sustainability and sound environ-
mental practices, or accessibility for all (Wee et al., 2021), or to an increased use of technology to facil-
itate contactless interactions and a focus on health and safety measures (Rahimizhian & Irani, 2020)?

In this study, we focus on the side of supply and how managerial models and perceptions may be
relevant to studying how T&H firms responded to COVID-19, hopefully shedding some light on preparing
for future crises.

The external environment and entrepreneurial orientation

EO refers to a tendency to engage in innovation, proactiveness, and risk-taking (Wang et al., 2020). It
relates to processes, practices, and decision-making activities that lead to new products, services, tech-
nological innovations, markets, or business model innovations (Covin & Wales, 2019). EO is essential for
firms where innovation is an important source of differentiation and a determinant of competitiveness.
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Developing products, processes, and organisational innovations supported by new technologies requires
an entrepreneurial orientation. Therefore, these developments are essential indicators of EO (Jiang
et al., 2018).

The study of EO emerged within the research on strategic orientation. According to Matsuno et al.
(2002), ‘the literature reveals several different terms, such as entrepreneurial proclivity (e.g. Pellissier &
Van Buer, 2011), entrepreneurial orientation (e.g. Lumpkin & Dess, 1996), and entrepreneurial manage-
ment (e.g. Stevenson & Jarillo, 2007), that are used interchangeably to describe the equivalent gener-
alised concept’ (p. 19). EO conceptualisation has been evolving, and its study has increased recently
(Freixanet et al., 2021; Wales et al., 2021). Despite all this interest, there is still no consensus in the liter-
ature about the EO construct. Seminal studies measured EO using three dimensions: innovativeness, pro-
activeness, and risk-taking (Miller, 1983). Later, two more dimensions were introduced: autonomy and
competitive aggressiveness (Lumpkin & Dess, 1996). Literature reviews show that some authors use only
three dimensions (e.g. Amin, 2015; Chenuos & Maru, 2015), while others use five (e.g. Zehir et al., 2015).

Notwithstanding, several studies have examined the relationship between entrepreneurial orientation
(EO) and performance. Although some contradictory empirical results exist, Rauch et al. (2009), in their
meta-analysis, found that EO was positively related to performance. Other studies show that internal and
external moderators affect the EO-performance relationship (Freixanet et al., 2021). Some of these mod-
erators are the environment (Escriba-Esteve et al., 2008), national culture (Brettel et al., 2015), networking
(Su et al,, 2015), and open innovation (Freixanet et al., 2021), to name a few.

Previous research has shown that firms with higher entrepreneurial orientation have been more inno-
vative and effective when dealing with crises and emergencies (Soininen et al.,, 2012). More proactive
and innovative firms have greater chances to survive economic crises. In the T&H literature, the role of
entrepreneurial orientation in dealing with the uncertainty of the tourism sector has been highlighted in
previous research (Tang et al., 2020). Despite the different perspectives on the contribution of the various
dimensions of EO to performance, some authors (e.g. Hjalager, 2010; Tajeddini, 2011) conclude that inno-
vative activities significantly and positively affect performance in the hotel industry. More recently,
Tajeddini et al. (2020) confirmed EO as a predictor of performance in T&H.

The external environment is also an essential factor influencing firms’ performance. During the last
decade, researchers have maintained their interest in exploring relationships between the environment
and EO or between EO and performance as affected by the external environment (Martins & Rialp, 2013;
Tajeddini et al., 2020). For these authors, EO emerges as a resource or a vital catalyst for entrepreneurs
to operate successfully in competitive, uncertain, and dynamic environments. Entrepreneurial orientation
has been shown to improve firm performance in shifting and changing environments (Rosenbusch et al.,
2013). More recently, Zighan et al. (2022) showed how SMEs’ EO helped in understanding and develop-
ing mitigation actions against the hardships of the pandemic.

In T&H literature, some studies have identified specific factors in the external environment that may
impact EO. For example, Tajeddini et al. (2020) found the role of environmental dynamism. Similarly,
Taheri et al. (2019) studied EO in market turbulence, and Fadda and Serensen (2017) studied how desti-
nation attractiveness and EO influence firm performance. Also, in their studies of SMEs, Martins and Rialp
(2013) conclude that EO’s impact on profitability is higher when there is an EO-external environment fit.

Managers’ perception of market recovery and entrepreneurial orientation

Market recovery has been a concern of academics in many previous disasters that affected tourism (e.g.
Bujosa et al., 2015; Carlsen & Hughes, 2008; Carlsen & Liburd, 2008; Mair et al., 2016; Walters & Mair,
2012). Despite the large body of research on tourism marketing recovery strategies after crises or disas-
ters, mainly concerning disasters such as earthquakes, tsunamis, and influenza, market recovery in tour-
ism has become a top priority during the pandemic when how to develop effective recovery strategies
has become an urgent issue (Luo et al., 2021).

The strategic management literature stresses the role of managerial perception in decision-making
and strategy formulation (Ozleblebici & Cetin, 2015). On the other hand, the managerial cognition liter-
ature suggests that because of bounded rationality, top managers develop subjective representations of
the environment that guide their strategic decisions and firm action (Fiol & O'Connor, 2003). More
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specifically, it is accepted by many scholars that the way managers perceive the environment is more
important than the actual environment (Freel, 2005).

This happened with COVID-19 since, to some extent, T&H managers could not objectively predict how
the external environment would evolve in many of its components (e.g. the number of COVID-19 cases,
regulatory decisions on travel restrictions, and consumer behaviour). Therefore, managers develop indi-
vidual perceptions of uncertainty, including those related to market recovery (MRP).

On the other hand, some firms engage in more entrepreneurial activities than others. One of the
reasons for this may be in managerial perceptions of the competitive environment, based on the view
that these perceptions influence how managers frame the issues facing their firm and its actions (Simsek
et al,, 2007). Firms with higher EO are more proactive in seeking new opportunities and can better adapt
to changing market conditions (Rauch et al., 2009). There is also evidence to suggest that firms with high
levels of EO may be more resilient during times of market downturn. For instance, Covin and Slevin
(1991) propose that EO is positively related to a firm’'s effort to predict market trends and is more posi-
tively associated with firm performance among firms that emphasise predicting trends. Due to their
innovative and proactive approach to business, these firms may better weather the storm and emerge
stronger on the other side. In T&H literature, there are also studies on how managers’ perceptions of the
environment influence their strategic decisions (Jogaratnam & Wong, 2009), including entrepreneurial
activities (Jogaratnam, 2002) and its influence on firm performance (Késeoglu et al., 2013). Finally, for
Loépez-Gamero et al. (2010), proactive environmental management influences financial performance, and
financial performance impacts proactive environmental management.

Overall, the general literature suggests that EO can positively impact firms’' performance during envi-
ronmental uncertainty and that managerial perceptions can influence their engagement in EO behaviours.
In T&H literature, results point in the same direction. T&H firms have had to take recovery actions to
adapt to the changing market conditions and mitigate the pandemic’s adverse effects. One expects
those actions to vary according to each firm’s interaction between its EO and MRP. Therefore, based on
the review of the literature, we developed the following propositions to be tested:

P1—T&H firms may be organised into different types according to the combination of the level of EO with
the level of MRP.

P2—Recovery actions differ across the resulting types of T&H firms, as the combination of each company’s
level of EO and MRP will translate, in practice, into specific choices of recovery actions.

The first proposition will be tested using cluster analysis, and the second by comparing the compa-
nies’ actions in each of the resulting clusters.

Methods

The study follows a deductive research approach. A quantitative research strategy and a descriptive
research design were used. Data was collected through a survey of T&H managers.

Research instrument and variables

The questionnaire measured entrepreneurial orientation (EO) and market recovery perception (MRP). The
questionnaire included a list of potential recovery actions. Three characterisation variables were included:
sector, firm size, and firm age.

Entrepreneurial orientation/proclivity

This study used Matsuno et al. (2002) 3-dimensional scale. Although the authors prefer the term ‘entre-
preneurial proclivity, they define it as ‘the organisation’s predisposition to accept entrepreneurial pro-
cesses, practices, and decision making, characterised by its preference for innovativeness, risk taking, and
proactiveness’ (Matsuno et al., 2002, p. 19). Respondents rated their firm’s EO using a 5-point Likert-type
scale. One item had to be removed from the EP scale in our sample due to non-significant factor
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loadings. After the removal of that item, the scale presented adjustment indexes within the critical val-
ues: comparative fit index (CFl) = .924 (>0.9), and Bentler-Bonett Normed Fit Index (NFI) = .904 (>0.9).

Market recovery perception

According to Wernerfelt and Karnani (1987), perceived environmental uncertainty can be measured based
on four dimensions: demand, supply, the intensity of competition, and external factors. In this paper, we
decided to focus on the uncertainty of market recovery, which depends on external factors (to the indus-
try), one of those four dimensions. Therefore, respondents were asked how they agreed with the follow-
ing statement: ‘Firm’s managers consider that, in 6 months, the sector will register demand levels at least
equal to 2019, using a 5-point Likert-type scale.

Recovery actions

Respondents were asked to choose from a list of 13 possible actions, the three most relevant the firm
had taken to recover business during the pandemic’s peak. Respondents could also answer ‘none’ or add
new actions not considered in the list. The list of actions provided was based on Costa et al. (2021).

Firm size

Firm size was measured in five ranks: (1) from 10 to 14 employees; (2) from 15 to 29 employees; (3) from
30 to 49 employees; (4) from 50 to 249 employees; and (5) 250 or more employees. Firm size was
included in our study because smaller companies were more affected by COVID-19 due to their limited
resources when compared with large companies (Pedauga et al., 2021).

Firm age
Firm age corresponds to the difference between 2021 and the year of the firm’s foundation. This variable
was included because as firms age, they tend to be less entrepreneurial (Glrbiz & Aykol, 2009).

Sample

We chose to study T&H firms in Portugal due to the country’s increasing relevance as a tourism destina-
tion. Portugal ranked 16th globally in the Travel & Tourism Development Index (World Economic Forum,
2022) in 2021; it was named the Leading Destination in Europe for four consecutive years (2017-2020) and
again in 2022 and 2023 at the World Travel Awards.

To arrive at our sample, we used the Portuguese Tourism National Registry (PTNR),2 which includes
different T&H sectors. Two emails were sent inviting to participate in the study, the first in July 2021 and
the second in September 2021. A total of 69 firms with 10+ employees participated in the study. These
are firms from the accommodation sector (69.6%), travel agencies/tour operators (5.8%) and amusement
and recreation activities (8.7%). 11 firms confirmed to belong to T&H but did not indicate the subsector.
The mean age of firms is 26years. 25% of firms are less than 9.5years of age, and 25% have more than
38years. Approximately 50% of firms are very small (10 to 29 employees), 21.7% have 30 to 49 employ-
ees, and 18.8% are medium-sized. Five are large firms (7.2%) with 250 or more employees.

We chose to rely on single key informants for our data collection, following Huber and Power (1985)
guidelines for obtaining quality data from single informants. We targeted senior managers since they are
the most knowledgeable regarding their firm’s strategies, namely its entrepreneurial orientation (Covin &
Wales, 2019).

Findings and discussion

We conducted a cluster analysis to test our propositions considering two clustering variables: EO and
MRP. Three clusters emerged according to different combinations of the level of EO with the level of MRP
(Figure 1). Therefore, evidence from results allows the validation of P1—T&H firms may be organised into
different types according to the combination of the level of EO with the level of MRP. The confirmed clusters
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correspond to firms with High EO +High MRP (cluster 1; 20 firms), Low EO+Moderate MRP (cluster 2; 31
firms), and High EO+Low MRP (Cluster 3; 18 firms).

When investigating which variables distinguish between the different types of firms, we found that
these included the two clustering variables - EO (sig. < 0.001) and MRP (sig. < 0.001). These results are
consistent with other authors, considering that EO depends on the external environment (Martins &
Rialp, 2013; Tajeddini et al, 2020) and how managers perceive it (Simsek et al., 2007).

Firm size (sig. = 0.456) and firm age (sig. = 0.305) are not significantly different between clusters.
Concerning firm size, this result might be related to the characteristics of the sample in this study, where
the majority is small. Regarding firm age, our results do not reveal differences in EO according to age;
cluster 2 (Low EO) is not significantly different from clusters 1 and 3 (High EO) regarding firm age. This
result is contrary to what would be expected according to the literature (Glrbiz & Aykol, 2009).

To test our second proposition, we compared the actions taken by the firms in each cluster. Table 1
presents the actions taken by each cluster and the totality of the sample. In Table 1, the actions taken
by more than 50% of each cluster’s members are highlighted.

When looking at the results for the whole sample (last column, to the right), one may observe that
the most common actions adopted by most T&H firms were sanitation measures, marketing communi-
cation actions, and product/service changes. We should notice that, in Portugal, many sanitation mea-
sures were mandatory. However, many firms took additional sanitation measures to obtain the Clean &
Safe badge from Turismo de Portugal (the Portuguese National Tourism Board), a badge given to firms
that complied with the suggested measures. Regarding marketing communication actions and product/
service changes, results are congruent with Mair et al. (2016), who found in their literature review that
marketing strategies should be a primary focus in the disaster recovery phase.

Differences can be observed between clusters regarding the chosen recovery actions, giving support
to P2—Recovery actions differ across the resulting types of T&H firms, as the combination of each company’s
level of EO and MRP will translate, in practice, into specific choices of recovery actions. One of those

Market-recovery
perception

5
4

3

5 7 9 11 13 15 17 19

Entrepreneurial
Cluster 3 Cluster 2 Cluster 1 proclivity

Figure 1. Clusters according to entrepreneurial orientation x market recovery perception.

Table 1. Actions taken by firms in each cluster—in percentage.

Type of actions Cluster 1 Cluster 2 Cluster 3 Total sample
No measures taken 0.0 0.0 0.0 0.0
Investment in new equipment 0.0 0.0 0.0 0.0
Increase in price 5.0 0.0 0.0 1.7
Attracting new markets 0.0 0.0 0.0 0.0
Investment in new technologies 0.0 0.0 0.0 0.0
Partnership development 50.0 35.5 27.8 37.7
Remodeling / Construction works 35.0 194 1.1 21.7
Change in operational processes 40.0 452 38.9 420
Lowering price 5.0 22.6 333 20.3
Product/Service changes 60.0 45.2 61.1 53.6
Sanitation measures 70.0 774 66.7 72.5
Changes in staff profile (e.g. skills) 20.0 9.7 22.2 15.9
Changes in staff size 55.5 45.2 444 47.8

Marketing communication 75.0 67.7 77.8 725
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differences concerns product/service changes, where a lower percentage of firms from cluster 2 (Low
EO +Moderate MRP) took that measure. The percentage of firms with high EO that changed their prod-
ucts/services was higher than that of firms with low EO that took it. This result is consistent with
Seetharaman (2020), who argues that the COVID-19 economic crisis posed challenges and provided mar-
keting innovation, including launching competitive products to survive the crisis.

Other differences concern changes in staff profile, partnership development, and remodelling/con-
struction work. A smaller percentage of firms in cluster 2 changed staff profile compared to clusters
1(High EO+High MRP) and 3 (High EO+Low MRP). A lower percentage of firms in Clusters 2 and 3 opted
to develop partnerships or to have remodelling/construction work compared to those from Cluster 1 that
took those actions.

Additionally, different actions were taken depending on firms’ levels of EO and MRP. Firms with higher
levels of EO and MRP (cluster 1) developed a higher number of recovery actions (five), including part-
nership development, product/service changes, sanitation measures, changes in staff size, and marketing
communication actions. Firms with a higher level of EO but a lower level of MRP develop a smaller
number of measures (three), product/service changes, sanitation measures, and marketing communica-
tion actions. Finally, firms with a lower level of EO and a moderate level of MRP develop even fewer
measures (two), sanitation measures and marketing communication actions. The fact that firms in cluster
1 took more recovery actions is coherent with the literature postulating that certain firms with high
levels of EO are more likely to succeed during market recovery (Covin & Slevin, 1991). Others also con-
clude that these types of firms (high levels of EO) tend to be more proactive and more able to explore
new opportunities and adapt to changing market conditions (Rauch et al., 2009). Results are also consis-
tent with the T&H literature. T&H firms with higher EO develop specific actions that affect their perfor-
mance (Hjalager, 2010; Tajeddini, 2011; Tajeddini et al., 2020). The differences in the actions taken by
firms in Cluster 1 (high MRP), when compared to Clusters 2 (moderate MRP) and 3 (low MRP), are also
consistent with Jogaratnam (2002). This author found that firms tend to be more conservative when the
environment becomes more hostile (or is perceived that way, we add).

In summary, our results suggest that high EO translates into more recovery actions when firms have
a positive outlook on environmental uncertainty (High MRP). On the one hand, firms with a more opti-
mistic MRP were likelier to develop partnerships. On the other hand, firms with a higher EO were more
likely to engage in innovation, launching new products/services and, probably as a consequence, chang-
ing the profile of employees, often by providing training to employees and/or letting go of lower per-
formant employees.

Conclusions

!

This study addresses a gap in the literature on how T&H firms’ entrepreneurial orientation and managers
perception of the external environment, namely market recovery perception, relate to the recovery
actions taken during the pandemic. This gap is especially relevant due to the large scale of this crisis,
making it dissimilar to other global shocks in terms of its impact on T&H firms.

Therefore, in this study, we aimed to study how T&H firms differ regarding entrepreneurial orientation
and managers’ market recovery perception in the COVID-19 pandemic context and how different those
types of firms' responses to the pandemic were. Results suggest that there are three different types of
T&H firms, according to their levels of EO and MRP - High EO+High MRP (cluster 1), Low EO+Moderate
MRP (cluster 2), and High EO+Low MRP (cluster 3). We also concluded that these three different types
of firms opted for diverse recovery actions during the COVID-19 pandemic. Our work has important
theoretical and practical implications that we describe below.

Theoretical implications

COVID-19 highly impacted T&H firms in a dissimilar way to other shocks, and, in the future, the
sector will not be exempted from other global and prolonged crises, namely other pandemics.
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Regarding business recovery from external crises, EO and MRP might be relevant constructs to
study, but few studies in T&H have addressed them. Therefore, this paper adds to the knowledge
by reducing the gap on how T&H firms’ EO and MRP relate to the recovery actions taken during
the pandemic.

Results suggest that firms may be categorised into three different types according to the levels of EO
and MRP. This has significant implications for studying future crises in T&H. Our results suggest that high
EO translates into more recovery actions when firms have a positive outlook on environmental uncertainty.

Second, we spotlight how that interaction is related to the actions taken by firms to respond to the
consequences of the pandemic. For instance, our results reveal that firms with a more optimistic view of
the external environment were likelier to engage in partnership development. Firms with higher entre-
preneurial orientation were likelier to innovate, launch new products/services, and develop employ-
ees’ skills.

Practical implications

Concerning practical implications, our work lists the most common actions T&H firms took to respond to
the COVID-19 pandemic, which may serve as a benchmark for T&H managers. The most common actions
adopted by most T&H firms were sanitation measures, marketing communication actions, and product/
service changes. Secondly, by identifying different levels of entrepreneurial orientation in the industry,
we call on T&H managers to assess their firm’s level of entrepreneurial orientation and how it may be
hindering/fostering the firm's resilience for future crises that might affect T&H. This is relevant for firms
because EO has been found to relate to performance positively. Finally, clusters with different levels of
MRP highlight the role of managerial perceptions. Therefore, managers must be more self-aware, consid-
ering how their subjective representations of the environment drive their strategic decisions and firm
actions.

This study also offers significant implications for entrepreneurs as the results suggest that high EO
increases the potential for recovery and performance during a crisis. Moreover, entrepreneurs should
be aware of how they perceive crises and the environment and how this perception may impact
entrepreneurial activities. Finally, entrepreneurs must be prepared for environmental uncertainty and
understand the threats and opportunities that may emerge during crises. Being prepared implies
more innovativeness, proactiveness and capacity to take risks and implement successful contin-
gency plans.

Limitations and future research

One of the limitations of this study is related to the sample size. The sample is also not very diversified
in sectors, with most firms from the accommodation sector. Another limitation is that the sample mainly
included small-sized firms.

Future research might focus on replicating the study with a more stratified sample by sector and firm
size. The replication of this study in other countries is also relevant for future research. The same approach
may also be used to study other crises affecting T&H, namely of different types (e.g. financial, political
instability, and natural disasters), to compare the relevance of entrepreneurial management and mana-
gerial perceptions beyond COVID-19. Future research should also study whether the clusters have per-
formance and structural differences.

Notes

1. https://www.worldtravelawards.com/award-europes-leading-destination-2022
2. Available at https://registos.turismodeportugal.pt/.
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