Business Value of ICT for Small Tourism Enterprises:

The Case of Sri Lanka

By
U.G.D Lakshila Dilhani Perera Abeysekara

A thesis
submitted to the Victoria University of Wellington
in fulfilment of the requirements for the degree of

Doctor of Philosophy

Victoria University of Wellington

2017



Abstract

Researchers and practitioners believe that Information and Communication Technologies
(ICTs) create business value in organisations. However in practice, organisations often
struggle to demonstrate the benefits of ICTs. This difficulty in demonstrating the value of
ICTs to organisations is not related to the technology itself, but rather the ways in which
technology is used, and how it creates business value. There is an extensive body of
literature which focuses on these issues. However, it is predominantly centred on large
organisations in the context of developed countries. There is a lack of research on how
ICTs create business value in small enterprises particularly in relation to developing
countries. Hence, the business value of ICTs remains an important research topic for

information systems researchers.

The tourism industry is highly information intensive and the use of ICTs in tourism has
become so widespread it is almost obligatory. While the benefits that larger tourism
organisations gain from ICTs have been well researched, little is known about how ICTs
can be utilised to maximise the business value of Small Tourism Enterprises (STEs).
Understanding the value of ICTs for STEs is important as they have gained widespread
recognition as a major source of employment, income generation and poverty alleviation
in developing countries. Therefore, the purpose of this study is to explore how ICTs can

contribute to the business value of STEs.

Using a combination of Barney’s Resource Based View of the firm (RBV) and an
integrated model developed by combining the Business value of IT framework by Melville
et al. and the tourism production system by Poon and Alford, this study examines how
ICTs contribute to the business value of STEs. A post-positivist qualitative multi-case
study was carried out using 35 STEs which represent the major tourist regions of Sri
Lanka. Semi-structured interviews were the main method of data collection supported by
document and website analysis. Data analysis was guided by template coding. The initial
template developed using the dimensions identified from the literature was further

analysed by integrating the themes which emerged from the research data. Data was



analysed across cases, using a cross tabular design to compare categories and analyse

within-group similarities and inter-group differences.

The use of technological and human ICT resources alongside complementary resources in
key business processes was examined in order to identify how ICTs were being utilised to
gain business value for STEs in Sri Lanka. The combination of internal and external
factors derived from the focal firm and the external environment proved to have a
significant role in determining STEs’ ability to gain business value from ICTs. Further
analysis of cases across four major tourism clusters revealed that business motives,
strategies, and location were the main reasons for the varying levels of business value

gained by small businesses in the country.

The findings of this study indicated that ICTs do contribute to the business value of STEs
in Sri Lanka by improving organisational performance in terms of both financial and non-
financial gains. In accordance with the claims of RBV, the findings further confirmed that
in order to gain business value, ICT resources need to be combined with complementary
resources. The findings also identified the significance of strategic integration of online
travel agents’ resources in order for STEs to gain the optimum business value from their

own ICT resources.

A key outcome of this study is the development of an integrated model of the business
value of ICTs for STEs. In addition, this study contributes to the theoretical understanding
of IT business value research in the context of small tourism businesses, particularly in
developing countries. It also has implications for business owners and governments in
terms of effective utilisation of firm resources, prioritization and allocation of resources

to key projects and processes.
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Chapter 1: Introduction
1.1. Overview

Researchers and practitioners have been debating the value of Information and
Communication Technology (ICT) in business ever since the widespread commercial use
of computers began (Barua et al., 2010; Schryen, 2013). However, while the debate may
be perpetual, it has evolved substantially over the years (Barua et al., 2010; Melville,
Kraemer, & Gurbaxani, 2004). It has become well established that it is not the
technology itself that brings value. Instead it is the way in which it is combined with
other resources such as people and finances that enable a business to gain strategic
advantage through ICT (Brynjolfsson & Hitt, 1996; 2000; Grover & Kohli, 2012; Kohli &
Grover, 2008; Melville et al., 2004). Because ICT creates value in complex ways, it is a
challenge to isolate and separate the value created by ICT specifically (Barua et al., 2010;
Brynjolfsson & Hitt, 1996; Kohli & Grover, 2008; Prasad, 2008; Tiessen, Wright, & Turner,
2001).

Further, with the advent of new forms of information technologies such as mobile
applications (apps), software-as-a-service, and virtualisation, Information Systems (IS)
practitioners and academics face renewed challenges in measuring the impacts of ICT on
business value (Tallon, 2013). Several studies suggest that ICTs enable firms to increase
work efficiencies, exploit market opportunities, strengthen the financial bottom-line and
increase organisational performance (Barua et al., 2010; Lin, 2009; Mithas, Ramasubbu,
& Sambamurthy, 2011). However despite wide acceptance of the contribution of ICT to
business performance, there is an argument that it is contextual and the contribution of
ICT is affected by the nature of the industry and organisational climates (Melville et al.,
2004; Nakata, Zhu, & Kraimer, 2008; Schryen, 2013). The more information-intensive
industries are and the more ICT-favourable organisational climates are, the more
benefits of ICTs are recognised and supported (Kohli & Grover, 2008; Melville et al.,
2004; Nakata et al., 2008).

Inevitably the tourism industry has been affected by the technological revolution as

tourism is one of the most information-intensive industries (Benckendorff, Sheldon, &
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Fesenmaier, 2014; Werthner & Klein, 1999). ICTs have been recognized as one of the
greatest forces causing change in the tourism industry (Law, Leung, Au, & Lee, 2013).
The establishment of Computer Reservation Systems in the 1970s, Global Distribution
Systems in the late 1980s and the development of the Internet have dramatically
transformed operational and strategic practices in the industry. As a result, the adoption
of ICTs in the tourism industry has gained considerable interest from researchers, policy
makers and practitioners during the last few decades (EI-Gohary, 2012; Thomas, Shaw, &

Page, 2011).

The tourism industry consists of a number of large players such as multinational
companies as well as Small Tourism Enterprises (STEs) which are often family-owned or
have few employees. Within the tourism industry, STEs are considered the dominant
form of enterprise in terms of numbers (Mihalic & Buhalis, 2013). They are regarded by
policy makers as the economic lifeblood of the tourism sector (Buhalis, 1998; Mihalic &
Buhalis, 2013; A. J. Morrison & King, 2002; Thomas, 2013). Claims have been made that
STEs are vital for job creation, destination competitiveness, economic development,
sustainable tourism and the creation of significant social benefits (Andriotis, 2002;
Echtner, 1995; Fuller, Buultjens, & Cummings, 2005; Jones & Haven-Tang, 2005; Shaw &
Williams, 2004; Wanhill, 2000). For example, in the year 2014 Sri Lankan tourism (both
large and small tourism enterprises) generated a direct contribution to GDP of USS 3.5
billion which is 4.8% of total GDP and tourism directly employed 352,000 full time
equivalent staff which represents 4.3% of total employment (WTTC, 2014). The
contribution of STEs to these figures is significant as small and medium enterprises

account for 70% of the tourism industry in Sri Lanka (SLTDA, 2014).

Technological and structural changes in recent decades have put STEs under increased
pressure (Marvel, 2001). In particular, they lag behind in their exploitation of Web
technology (S. Burgess, 2015). This is pertinent as the increasing use of the Internet and
other communication technologies allows tourism operators to reach those interested in
their product irrespective of location and opens up possibilities for tourism firms to reap
productivity gains (Buhalis, 1998; Favre-Bonté & Tran, 2015). Buhalis and Law (2008, p.

611) have pointed to the fact that investment in ICT and online marketing is particularly
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significant for “remote, peripheral and insular destinations where local principals and
authorities have a greater dependence on tourism for their livelihoods but lack the
expertise and resources to undertake comprehensive marketing campaigns”, which is a

dilemma faced by many small tourism enterprises.

Despite the large numbers of STEs, it is only in recent years that these organisations
have started to attract attention from researchers (J. Ateljevic, 2007; EI-Gohary, 2012).
As a result, a growing literature dealing with the characteristics and needs of this sector
has emerged (Andriotisy, 2003; J. Ateljevic, 2007; Thomas, 2004). However, research
that clarifies how ICT improves the business value of the tourism sector and STEs in
particular is lacking in either the ICT (Prasad, 2008) or tourism literature (Cohen & Olsen,

2013; Melian-Gonzalez & Bulchand-Gidumal, 2016).

1.2. Motivation for the research

The tourism industry is one of Sri Lanka’s oldest industries. For centuries, Sri Lanka had
been a popular tourist destination, particularly for European travellers. However, over
20 years of internal conflict and terrorism had a negative impact on tourism and the
industry stagnated. Since the end of the conflict in 2009, the country’s tourism prospects
have become more promising. In 2010 immediately after the end of the war, Sri Lanka
had a growth of 46% in tourism arrivals. From 2009 to 2011 tourist arrivals doubled with
the number of arrivals reaching 562,187 at the end of 2011 (World Tourism
Organization, 2013). Tourism plays a major role in the Sri Lankan economy and it ranks
as the third largest source of foreign exchange earnings (SLTDA, 2014). Its growth is
rapid and forecast to rise by 6.1% pa, from 2015 to 2025 (WTTC, 2014).

During the period of the war in Sri Lanka, there were many changes in the global tourism
industry. In particular, new developments in ICT resulted in dramatic changes to how
tourism businesses operate. Large tourism businesses were able to cope with the
changes because of their multinational nature. However, small tourism organisations
were not able to keep up with these global developments. Despite the fact that ICTs

have the potential to bring significant benefits to these organisations (Migiro & Ocholla,
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2005), these smaller organisations receive little guidance on how to use ICTs to gain

business value.

1.3. Research Problem
ICTs have revolutionised the structure and organisation of the tourism industry
(Minghetti & Buhalis, 2010; Sheldon, 2003). In order to satisfy demand and survive in the
long term, organisations have no choice but to incorporate ICTs and enhance
interactivity within the marketplace (Buhalis & O'Connor, 2005; Sheldon, 2003; Zelenka,
2009). One of the areas of tourism management that has received a sustained research
effort is the use of ICTs for marketing (Bilgihan & Bujisic, 2015; Buhalis & Law, 2008;
Madasu, 2013). Studies examining the association between ICT and tourism
organisational performance are relatively few and even those limited studies are
predominantly focused on larger organisations and financial value (Buhalis, 2003;
Melian-Gonzalez & Bulchand-Gidumal, 2016; Sirawit, Islam, & Do Ba, 2011).When used
effectively ICTs provide a wider range of benefits to STEs than the obviously identified
financial benefits. Yet, this area remains under-theorised and under-researched (Buhalis
& Law, 2008; Getz & Carlsen, 2005). While ICT business value research is rare in tourism,
adoption of ICTs in STEs and barriers to do so are well researched and in turn inform the
current use of ICTs in their business processes (Hung, Yang, Yang, & Chuang, 2011;

Karanasios & Burgess, 2008; Ma, Buhalis, & Song, 2003).

In conclusion, it was found that there is little research addressing the business value of
ICT tourism and what is available is mainly focused on financial gain for larger businesses
in the context of developed countries. Though the use of ICTs in small firms is well
established and there is abundant literature available on the ICT adoption research, little
research has been carried out on the business value of ICT in small firms especially in the
tourism sector. This research addresses this gap in the literature by focusing on the ways
in which ICTs are being used by STEs to gain business value, which leads to the

overarching question of this research.
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1.4. Research Question
In order to address the gap in the literature discussed in the previous section, this

research poses the following research question (RQ):

How do ICTs contribute to the business value of small tourism enterprises in Sri Lanka?

To answer this overarching question the following aims have been formulated:
(RA1) Explore how STEs use ICTs to gain business value;
(RA2) Examine the organisational and external factors that affect STE’s ability to gain
business value through ICTs;
(RA3) Evaluate why the contribution of ICTs to business value varies from one STE to
another.
The primary objective of this research is to extend theory on the business value of ICTs
to smaller organisations with a view to improving the contribution of ICTs to the

business value of STEs, especially those in Sri Lanka.

1.5. Research Design and Methodology
The selected research paradigm follows a post-positivist epistemology which means the
research was carried out with the assumption that phenomena of interest are
independently and objectively observable in a variety of contexts (Orlikowski & Baroudi,
1991). As this research requires an in-depth understanding of how ICTs contribute to the
business value of STEs, the case study research method was considered appropriate for
this exploratory study. The study is based on the Resource Based View of the firm (RBV)
by Barney (1991). To guide the research process a conceptual framework was built
integrating the business value of IT model by Melville et al. (2004) and tourism business

processes by Poon (1993) and Alford (2005).

Multiple case design was selected in order to facilitate cross-case analysis and increase
the generalisability of findings to similar contexts. The overall study design follows the
guidelines for multi-case studies by Yin (2014) and procedures recommended by Dubé
and Paré (2003) to ensure rigour in case study research in information systems. The unit

of analysis was the STEs, and 35 STEs from Sri Lanka were selected representing four
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major tourist regions of the country. The primary data collection method was the semi-
structured interview supported with evidence from other sources. Based on the
conceptual model, an analysis framework was developed to guide the inductive and
deductive analysis of data using template coding technique (N. King, 1998; Miles,
Huberman, & Saldafia, 2013). Data were analysed overall and across cases to address
the research aims. The results were interpreted and presented in a revised model of the

business value of ICT for STEs in Sri Lanka.

1.6. Organisation of the Thesis
This chapter has presented an introduction to the research topic, research problem,
research aims as well as an overview of the research method utilised. The remaining
chapters of this thesis are organized as follows:
Chapter 2: Literature Review
In this chapter, the relevant literature is reviewed and synthesised and the knowledge

gap introduced in the introduction is elaborated on.

Chapter 3: Theoretical Basis and the Conceptual Research Model

This chapter introduces the main theoretical basis of this study which is the RBV. Then,
the RBV in IT business value literature is discussed followed by the development of a
conceptual framework to guide the research. Finally, the conceptual framework is

described linking its variable to research aims.

Chapter 4: Research Context- Sri Lanka and its Tourism
This chapter provides a comprehensive insight into the research context with

background information on Sri Lanka and a PESTEL analysis of its tourism sector.

Chapter 5: Research Methodology

This chapter outlines the research methodology by explaining the research paradigm
and justifying the selection of a case study approach. The research process is described
with sections for research design, case selection and data collection procedures. An

analytical framework based on the conceptual model is introduced and data analysis
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procedures are defined. Ethical considerations, validity and reliability of the research are

also addressed.

Chapter 6: Findings: Overall Cases

Based on the previously introduced conceptual model and the analytical framework this
chapter presents the key findings of this research. The findings on firm resources, key
business processes and external factors are presented addressing the first two research

aims of the research.

Chapter 7: Cross-case Analysis

This chapter analyses the findings across cases in four different clusters. The chapter
first evaluates the basis for case clustering and justifies the selected clusters. Then
findings are compared and contrasted among the clusters in order to address the third
aim of the research which is, evaluate why the contribution of ICTs to business value

varies from one STE to another.

Chapter 8: Discussion
This chapter addresses the research aims, discusses the relationship of the findings with
extant literature and presents the revised model of the business value of IT for STEs thus

answering the research question.

Chapter 9: Conclusion
This chapter summarises the thesis and presents the key findings. The contributions of
the research are synthesised and limitations of the research are outlined. The thesis

concludes with a discussion of directions for future research.
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Chapter 2: Literature Review

2.1 Chapter Introduction
This chapter presents an integrated literature review on the concepts and topics that
provide the theoretical background for the study. The literature on the two main
domains — ICT business value and ICTs in tourism — is reviewed. The ICT domain begins
by defining ICTs; it then investigates the concept of ICT business value and value of ICTs
for small businesses. The review of the literature on the tourism domain first defines
tourism, and reviews the nature of the tourism product. It introduces the tourism
business processes followed by a general review of ICTs in tourism. The next section
presents the literature on STEs and value of ICTs for STEs. Finally by integrating the

literature on the two domains the knowledge gap is identified.

2.2 Information and Communication Technologies (ICTs)
The term Information Technology (IT) has been expanded to Information and
Communication Technology (ICT) in recognition of the growing significance of
communications technologies (Oliver & Clayes, 2015; Selwyn, 2002). As a consequence
of rapid developments in information and communication technology, ICTs are being
utilised within diverse contexts including economic development, education, tourism,
business and personal usage, each with their own take on the definition of ICT (Zuppo,
2012). The range of definitions within each type of application across the globe can vary
widely. Therefore defining ICT in a universal sense is challenging. However the primary
definition of ICT revolves around the devices, processes and infrastructures that
facilitate the creating, storing, retrieving, manipulating, sending, and receiving of

information through digital means (Day, 2015; Zuppo, 2012).

IT business value literature goes as far back as the 1990s (Cronk & Fitzgerald, 1999)
when communication technologies were not as advanced as they are today. The term
“IT business value” was already well-established in the literature before the
development of the Internet and researchers continued to use the term IT but the
implication was that communication technologies were included. Only a few early

articles define the term IT, possibly because the term IT is now so widely used a
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definition was assumed to be unnecessary. In an early study of the business value of IT,
Hitt and Brynjolfsson (1996) noted that a broader definition of IT could include hardware
(computers, telecommunications, peripherals), software (in-house or purchased), and
also the people component and their training. IT business value research is
predominantly focused on large organisations, in other IS research, in particular studies
focused on small firms, the term ICT is more common. In alignment with this practice
this research also uses the term ICT as it is studying small tourism businesses. In a study
of the digital divide, Warschauer (2004, p. 38), has noted that “What is most important
about ICT is not so much the availability of a computing device or the Internet line, but
rather the people’s ability to make use of that device”. Therefore ICT is considered a
broader term covering both technological devices as well as the capabilities of people

using them.

In tourism the most widely-cited definition for the term IT was presented by Poon in
1988. She defined the term IT as a collective term given to the developments in the
mode (electronic) and the mechanisms (computers and communications technologies as
well as the software which drives them) used for the acquisition, processing, analysis,
storage, retrieval, dissemination, and application of information. This definition was
widely used in the IT in tourism literature up until the year 2000 (Buhalis, 1998). The
term ICT came into use after the Internet became more widely used in tourism and
when there was increasing convergence of informatics, communication, and multimedia
technologies (Main, 2002). To incorporate advances in communication technologies, ICT
has been defined as “the entire range of electronic tools which facilitates the
operational and strategic management of organisations by enabling them to manage
their information, functions and processes as well as to communicate interactively with

their stake holders for achieving their mission and objectives” (Buhalis, 2003, p. 178).

Considering the different definitions employed in the two main domains relevant to this
research — ICT business value and tourism — it can be identified that the term ICT is
mainly based on computers and communication technologies. Taking the broad
definitions provided by Warschauer (2004), Minghetti and Buhalis (2010), Mathur
(2009), Poon (1988), Selwyn (2003), Zuppo (2012) and Oliver and Clayes (2015) into
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account, and recalling that ICT is the integration of computers and communication
technologies, in this study the term ICT refers to all the ICT devices and capabilities. This
would include all related technologies, components and systems that represent the
ability of ICT to be effectively deployed. However, as previously explained, due to the
way in which the terms IT and ICT are used in the IS literature, in this research, the term
IT is used when referring to IT business value and the term ICT is used when referring to

the context of smaller firms.

2.2.1 Business value of IT/ICT
IT value research has its roots in the Information Systems effectiveness literature (Cronk
& Fitzgerald, 1999). The term “IT business value” began appearing predominantly in the
1990s and there has been a range of research that has analysed the relationship
between IT and company performance. The accepted wisdom amongst many scholars
has been that IT delivers competitive gains, speeds up business transactions, increases
customer satisfaction, delivers superior quality and leads to improved profitability
(Afflerbach, 2015; Barua et al., 2010; Brynjolfsson & Hitt, 2000; Grover & Kohli, 2012;
Kohli & Devaraj, 2003; Melville et al., 2004; Schryen, 2013). However some scholars such
as Strassman (1997) were sceptical; he suggested there was no correlation between
expenditure on IT and any known measure of productivity. This seemed counter-
intuitive, given the theoretical benefits that IT systems should potentially bring, and
researchers spent many years subsequently developing a range of evidence to show
clear correlations between IT and organisational performance (Barua et al., 2010). Table
2.1 depicts the evolution of the concept of the business value of IT with different

definitions found in the literature.

As table 2.1 shows, a gradual evolution of understanding from a number of perspectives
is demonstrated by the change in definitions over time. In the early stages beginning
from 1990 the definition of the business value of IT was mostly based on the financial
benefits or the revenue of the firm. It focused on profit maximisation (Banker &
Kauffman, 1991) or the economic contribution made by IT. From 1993 to 1995 the
concept moved towards the performance of the IT department (Katz, 1993) and the

business.
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Table 2.1: Definitions of IT business value

Author Defines IT business value as

Phase 1

Banker and Kauffman (1991)

Economic contribution that IT can make to the
management’s goal of profit maximisation

Berger (1992) Strategic value
Phase 2
Katz (1993) Performance of the IT department and the impact of

IT

Konsynski (1993)

Service to the business

Kauffman (1993)

Value IT adds to business

Hitt and Brynjolfsson (1994)

Ability of IT to gain competitive advantage

Jordan (1995)

An economic measure of IT investment in relation to
productivity usually at the organisational level

Mukhopadhyay (1995) Impact of IT on business performance
Strassmann (1997) Value added as equal to revenue minus purchases
Phase 3

Cronk and Fitzgerald (1999)

The sustainable value added to the business by IT
(1S), either collectively or by individual systems,
considered from an organisational perspective,
relative to the resources expenditure required

Tallon, Kemerer and Gurbaxani
(2000)

Contribution of IT to firm performance

Kohil & Deveraj (2003)

Ability of IT to enable improved organisational
efficiency and competitiveness

Brynjolfsson and Hitt (2003)

Impact of IT on positive performance of the firm

Melville et al. (2004)

Organisational performance impacts of information
technology at both the intermediate process level
and the organisation-wide level, comprising both
efficiency impacts and competitive impacts

Phase 4

Kohli & Grover (2008)

Relationship between IT and firm value whether
financial, intermediate or affective

Prasad (2008)

Tangible and intangible benefits gained through IT
investments

Barua et al. (2010)

Financial and non-financial value generated through
IT investments

Schryen (2013)

The impact of investments in particular IS assets on
the multidimensional performance and capabilities
of economic entities at various levels,
complemented by the ultimate meaning of
performance in the economic environment

Afflerbach (2015)

The decision-makers’ mental interpretation of IT
performance impacts (perceived business value of
IT)
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The study by Mukhopadhyay in 1995 can be considered a major shift in thinking about
the business value of IT concept which moved it towards overall organisation
performance. This idea has continued to develop from an organisational perspective
bringing in the concepts of sustainable value, organisational efficiency and
competitiveness (Brynjolfsson & Hitt, 2003; Cronk & Fitzgerald, 1999; Kohli & Devaraj,
2003; Tallon, Kraemer, & Gurbaxani, 2000). The overall idea of the business value of IT is
well defined by Melville et al. (2004) as the “organisational performance impacts of
information technology at both the intermediate process level and the organisation
wide level, and comprising both efficiency impacts and competitive impacts”. The next
development of the concept is seen in the study by Kohli and Grover in 2008 where they
expand the idea from limited financial values (e.g. return on investments) to other
intermediate (e.g., business process performance) and affective (e.g., customer
satisfaction) values of the organisation. This can be seen as the basis of current thinking
on the business value of IT. Recent definitions (Barua et al., 2010; Prasad, 2008) reflect
this and are mainly based on overall organisational performance including tangible and
intangible benefits rather than a mere increase in revenue gained through information
technologies. Putting it into a broader perspective, Schryen (2013) summarises it as the

impact of IT on multidimensional performance and capabilities of organisations.

The analysis above on the evolution of definitions of IT business value shows that it is
mainly based on organisational performance under three themes: 1) financial benefits,
2) efficiency and competitiveness, and 3) intangible benefits. Therefore considering the
various definitions given by the above-mentioned key researchers in IT business value
and reflecting the current thinking, in this study, IT business value is considered as the
impact of IT on overall organisational performance, whether the performance is financial

or nonfinancial and whether it is tangible or intangible in nature.

2.2.2 Concepts in business value of IT
When considering economics as a reference discipline for IT value research, Bakos and
Kemerer (1992) discuss how IT and organisational performance can be used to
determine the impact of IT on efficiency and profitability. They discuss information

economics which establishes the value of information as its ability to increase the
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expected utility of a decision-maker. Using this information economics perspective they
consider three different kinds of business value of IT: normative value (based on
expected values resulting from the use of IT), realist value (based on observed outcomes
on performance improvements due to IT) and perceived value (based on subjective user

assessments).

Combining Bakos and Kemerer’s information economics perspective with other studies
(Barua, Lee, & Whinston, 1996; Brynjolfsson & Yang, 1996) which emphasise the
importance of investments in complementary assets in order to obtain better returns on
IT investments, Davern and Kauffman (2000) narrowed down the kinds of business value
by distinguishing between two types of IT business value. The first is potential value,
which represents the maximum value opportunity available to the investor if the IT is
implemented successfully. The second is realised value, which is the measurable value
that can be identified after the implementation ensues. They further argued that
realising the potential value depends on conversion contingencies, which determine

how much of the potential value from the investment can be realised.

Srinivasan, Kekre, and Mukhopadhyay (1994) pointed out the importance of longitudinal
studies of the business value of IT. The authors recognised that stronger support for the
analysis of IT impacts on performance would come from measuring performance prior to
and after an IT implementation. Brynjolfsson and Hitt (1998) pointed out that IT
investments sometimes require larger and more time-consuming investments in
organisational change. Barua et al. (1996) also suggest that the success of IT investments
in re-engineering depends on complementary organisational characteristics and
processes. Further they argue that investing only in IT would lead to suboptimal benefits
for the organisation. In agreement Chircu and Kauffman (2000) note that Teece (1987)
argued that in some cases the reason that firms are unsuccessful in appropriating full
value from their investments in technology is because they fail to simultaneously invest
in the requisite complementary assets that are necessary for obtaining benefits. They
include such things as new processes, work routines, organisational knowledge, and

responsibility structures, without which the benefits of IT cannot be obtained.
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Based on Davern and Kauffman (2000), McKeen and Smith (2009) identified three types
of delivering the IT value proposition: identification of potential value opportunities
which add value and balance the three fundamental areas of cash, time and risk
(Luehrman, 1997); effective conversion (converting the opportunities identified into
effective applications of technology); and realisation of value (follow-up to determine

whether benefits have been achieved as anticipated).

This debate is still on-going and there is a rich body of literature on IT business value.
The concepts of potential value, realised value and perceived value of IT are prominent
concepts discussed in the recent literature on IT business value. However, most of this
literature concentrates on large organisations; studying the value of ICTs for small
enterprises is also important as these firms make a major contribution to the economy

as is discussed further in the next section.

2.2.3 ICTs in Small and Medium Enterprises (SMEs)
SMEs have been identified as an important strategic sector for promoting growth and
social development in both developed and developing countries (Cragg, Mills, &
Suraweera, 2013; Mutula & van Brakel, 2006). Over the years, SMEs have gained
widespread recognition as a major source of employment, income generation, poverty
alleviation and regional development (Fink & Sukenik, 2011; Mutula & van Brakel, 2006;
Zhang & Morrison, 2007). Further, arguably SMEs are considered the main drivers of
innovation: the main source of competitive advantage, and economic development of
most developing countries (Adeniran & Johnston, 2016; Crossan & Apaydin, 2009;
Donner, 2007; Kotelnikov, 2007). Some authors think that the role of SMEs will become
more important in the new economy since size and location are less important with e-

commerce (Al-Qirim, 2007; Stansfield & Grant, 2003).

2.2.3.1 Adoption of ICTs in SMEs
ICTs have the potential to add substantial value to the operations and the competitive

position of SMEs (Ismail, Jeffery, & Belle, 2011; Stockdale, Ahmed, & Scheepers, 2012).
Research also found that SMEs can take advantage of e-commerce in helping their

business to expand. Dewett and Jones (2001) noted that in SMEs ICTs contribute to
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organisational performance primarily in two ways: improving internal efficiency and
building customer relationships. In terms of internal efficiency, some authors (Bergh,
Thorgren, & Wincent, 2011; Lal, 2005) note that the adoption and use of ICTs helps to
redesign internal processes and enhance efficiency by making them speedier, easier and
more precise. Increasing efficiency and optimising processes from within, in turn,
improves customer relationships by shortening internal processes and improving
external coordination and communication (Bergh et al., 2011; Dewett & Jones, 2001; S.
Lee, Kim, Choi, & Lee, 2009; Mustaffa & Beaumont, 2004; Stockdale et al., 2012). Many
small and medium-sized enterprises (SMEs) have demonstrated IT success, for example
through improved information flows (Bharadwaj & Soni, 2007), enabling innovation
(Dibrell, Davis, & Craig 2008), and increasing revenue and decreasing costs (Cragg, Mills,
& Suraweera, 2013; Johnston, Wade, & McClean, 2007). Research indicates that firms
that make optimal use of ICT can access new market opportunities, gain new knowledge
regarding their customers, and improve new product development processes more
effectively (Neirotti et al., 2008; Setia et al., 2013). In addition, through the convenience
of access, communication, and interaction within or among firms, ICTs may contribute to
organisational impacts (Bayo-Moriones, Billén, & Lera-Lépez, 2013; Melville et al., 2004;
Sinkovics, Yamin, & “Bryan” Jean, 2007). Recent research identified that developing
direct access to customers through interactive web portals is the dominant e-business
strategy among small firms (K. Chen, Jaw, & Wu, 2016). However some research
conducted with both adopters and non-adopters of ICTs in SMEs suggests that
advantages seemed to be a concern from the adopter’s side but they were not
experiencing tangible advantages from ecommerce and the advantages sought were
only based on perceptions (Al-Qirim, 2008). This argument is valid as researchers are
presenting their findings mostly based on overall performance but not clearly describing
how ICT were utilised in specific business processes.On the other hand researchers have
shown that companies adopt and use ICTs not only to gain competitive advantage but to
cope with the need to grow (Bruque & Moyano, 2007; Oulton, 2002; Wolff & Pett,
2006). Since small businesses have a limited field of action, one way to grow is by
entering new markets or market segments. The adoption and use of ICTs increases
companies’ visibility to potential customers. This enables them to reach more customers

and develop growth strategies for both access to new market segments (Gunasekaran,
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McGaughey, Ngai, & Rai, 2009; S. Lee et al., 2009). Therefore, the adoption and use of
ICTs in key business processes seems to be one of the better strategic reactions to
competition under new markets and conditions in the environment (Alonso-Almeida &

Llach, 2011).

2.2.3.2 ICTsin SMEs’ business processes
ICT offers SMEs ways to manage their business processes, facilitate relationships with

customers, maintain financial records and monitor the performance of both their staff
and the business more generally (Alonso-Almeida & Llach, 2011). The internet provides
a tool to retain and even strengthen an innovative orientation to business processes,
without putting growth at risk. Studies examining the internet and SMEs have suggested
that it allows a much greater collection and processing of information than was
previously possible (Mathews & Healy, 2007; Beynon-Davies, 2010). This can aid
business process innovation through a greater understanding of the evolution of
customers’ needs (Koschatzky et al., 2001; Souitaris, 2001; Roach, 2011; Huang & Tsai,
2011). Interactive web sites that enable more intelligence gathering and more frequent
and timely interactions with both customers and suppliers are likely to be particularly
beneficial to micro enterprises where such market intelligence capabilities are usually

weak.

As also noted by Deep et al. (2008) and Koh and Simpson (2005), SMEs often have an
inherent lack of efficient business processes and regular business procedures. This is
particularly true in SMEs which often have diverse but crucial business features and
requirements such as time-consuming processes. For example in handling processes
such as order-taking, sales staff have to first write down the order on paper and then
transfer it into the legacy sales system. It is vital for SMEs to identify these special needs
very early in the technology pre-implementation stage in order to select suitable
application packages that can satisfy these requirements (Afflerbach, 2015). These
issues can often be easily addressed when the firm is equipped with better hardware
and software facilities alongside skilled employees to operate them. However, due to
the scarcity of resources, such initiatives in SMEs still remain limited. Some studies

investigating ERP implementation in SMEs suggest that improving business processes in
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SMEs prior to the start of the ERP project will ensure better rates of success in both
implementation and exploitation but confirmed that a wide range of deficient business

processes and internal problems are inherent to SMEs’ operations (Afflerbach, 2015).

Research has also shown that by developing social media strategies small businesses are
creating new opportunities to communicate with their customers (Jantsch, 2010). A
recent survey found that the greatest advantages of social media marketing are
generating more business exposure, increasing traffic, and improving search engine
rankings (Stelzner, 2011). All of these benefits are especially important for small
businesses with limited means, since the owners often wear many hats in the
organisation and, as a result, have many demands on their time (Hibbler-Britt & Sussan,
2015). Exacerbating the time demands are small business owners’ limited financial
means, which lead to the need to find creative ways to perform many tasks with limited
budgets. This is where social media can play an important role in supporting SMEs in
technology competence and responding to customer pressures (Schaupp & Bélanger,

2013).

2.2.3.3  Barriers to ICT implementation in SMEs
It is evident that the use of ICTs provides a platform from which small companies can

enhance their competitiveness, despite their size (Alonso-Almeida & Llach, 2011).
However, much of the literature identifies the barriers to adopting ICTs in these small
businesses due to limited resources in terms of financial, physical and human resources
(Duan et al., 2002; Ismail et al., 2011; Latzer, 2013). Research in particular suggests that
competitive advantage is difficult to generate from physical IT resources because of the
scarcity of financial resources in SMEs (K. Chen et al., 2016). Businesses are more
concerned with investing in their main business resources rather than in technology in
order to achieve their growth objectives. Moreover, SMEs in general have no IT
department and no person who can be called an IT specialist. Instead, IT tasks are
typically undertaken on a part-time basis by a keen amateur whose primary duties are
not IT related (Cragg, Mills, & Suraweera, 2013). Such barriers are particularly prominent
in SMEs in developing countries (Fink & Sukenik, 2011; Nevo & Wade, 2010; Sun, Liu,
Jambari, & Michell, 2014).

27



2.2.3.4  Business value of ICTs in SMEs
For the benefits of ICTs to be effective, they must go hand-in-hand with changes in

human and organisational resources. ICTs provide the means, but it is up to companies
to fortify their intangible assets to become more competitive by means of innovation in
application of ICTs in their businesses (Goktan & Miles, 2011). Despite the recognition of
the importance of e-business implementation in SMEs, the literature on the link
between IT and business performance remains inconclusive (Jean, 2007; Kettinger et al.,
1994, Liang et al., 2010; Marchand et al., 2002; Wiengarten et al., 2013). In particular,
this literature review identified that how ICTs can be utilised in specific business

processes to gain business value for SMEs is highly limited in the existing literature.

Since this study focuses on small businesses in the tourism industry which have unique
ICT needs compared with other SMEs, there is a need to investigate the nature of the
tourism industry and its business processes. The next section provides an overview of
tourism, its unique information intensive nature, tourism business processes, application

of ICTs in tourism in general and in particular in STEs.

2.3 Tourism
This section provides an overview of tourism including a definition of tourism, the nature
of the tourism product, tourism business processes, and the ICTs in tourism. This is

followed by a review of the literature on STEs and the use of ICTs in STEs is discussed.

The World Tourism Organisation (WTO) has defined tourism as the activities of people
travelling to and staying in places outside their usual environment for not more than one
consecutive year for leisure, business or other purposes (WTO, 2007). Tourism is a
dynamic and competitive industry; as the focus of tourism businesses is customer
satisfaction, safety and enjoyment, they need to be able to constantly adapt to
customers’ changing needs and desires (Buhalis & Law, 2008). Werthner and Klein
(1999) provide a more detailed and logical understating of the nature of the travel and
tourism industry as a hybrid industry. More than other services, tourism services are
increasingly dominated by information; however, the core product is in almost every

case a physical service. These services are produced and consumed in a physical world
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and embedded in a rich, locally coloured context. The challenge for the industry is to
integrate information and physical services, with flexible configurations (Buhalis, 2003;

Inkpen, 1998; Werthner & Klein, 1999).

People from all nations, social ranks and professions are potential tourists (Werthner &
Ricci, 2004). Over the past six decades, tourism has experienced continued growth and
diversification to become one of the largest and fastest growing economic sectors in the
world (UNWTO, 2015). Over time, more and more destinations have opened up and
invested in tourism development, turning modern tourism into a key driver for socio-
economic progress (Central Bank of Sri Lanka, 2014; Hojeghan & Esfangareh, 2011;
UNWTO, 2015). The tourism industry generates substantial economic benefits to both
host countries and tourists' home countries and is one of the most important sectors for
developing as well as developed countries (Jucan & Jucan, 2013). The main benefits of
tourism to a country are foreign exchange earnings, tax revenues, business
opportunities for budding entrepreneurs, and employment for workers in the industry
(Hojeghan & Esfangareh, 2011). Today tourism has a significant economic impact, on a
global as well as on a local level, which is underlined by statistical evidence from several
international organisations (UNWTO, 2015). According to the World Travel and Tourism
Council (WTTC), tourism’s direct contribution to GDP worldwide in 2015 was USD
2,229.8bn and the industry generated 107 million jobs. Longer-term prospects are even
more positive with annual growth forecast to be 4.2% per annum over the ten years to

2026 (WTTC, 2016) .

The tourism industry is made of heterogeneous subsectors such as accommodation,
transportation, food and beverages, attractions and activities, events and conferences,
and tourism retail and services (Page, 2014). A vital component of the tourism industry
is the accommodation sector (Milne et al., 2004). It is one of the largest and fastest
growing subsectors in the tourism industry and a fundamental element of the tourism
product (Sharpley, 2000). It represents the cornerstone of both the international and
domestic tourism markets and accounts for a major component of total tourist spending
(A. J. Morrison & Thomas, 1999; Statistics New Zealand, 2015; UNWTO, 2015). This

subsector incorporates a very large number of businesses which vary greatly in the type

29



and scale of both management and the product on offer. (European e-Business Market
Watch, 2003). The accommodation sector is characterised by considerable uptake of
new ICTs in areas such as bookings, property management and back-office functions
(Milne et al., 2004). Considering the importance of the accommodation subsector in the

tourism industry it has been selected as the basis for investigation in this study.

2.3.1 Nature of the tourism industry

Although the core product of tourism is in almost every case a physical service, tourism
services are increasingly dominated by information to a greater extent than other
business services (Page, 2014; Sheldon, 2003; Werthner & Klein, 1999). This highly
information intensive nature of tourism creates a challenge for businesses in this
industry that are aiming to provide a seamless integration of information and physical
services. Through mass customisation of tourism products, ICTs help to configure
complex and flexible bundles of tourism offerings and enable individualised marketing
through knowledge management tools (Clemons & Row, 1991; Sheldon, 2003; Werthner
& Klein, 2005).

Unlike durable goods, intangible tourism services cannot usually be physically displayed
or inspected at the point of sale before purchasing (Papatheodorou, 2006). They are
often bought before the time of their use and away from the place of consumption
(Werthner & Klein, 1999). At the moment of decision-making and the related
contractual agreement, an abstract model of the product, e.g. its description, is
available. Thus, decision-making and consumption are often separated in time and
space. This distance can only be overcome by information about the product, which is
available in advance and can be gathered by the consumer (Inkpen, 1998; Poon, 1993;
Sevrani & Elmazi, 2008). Thus, the tourism product is a confidence good. To increase the
consumers’ confidence in buying the tourism product businesses need to provide
consumers with comprehensive set of information using widely available channels
(Gregori, Daniele, & Altinay, 2014). ICTs, particularly the Internet, provide a platform for
businesses to make available a rich array of information in an easily accessible way for
their potential customers. Moreover, tourism products are considered highly perishable
(Lai, 1994; Perdue, 2002), hence unless consumed when planned, they are wasted. Every

empty seat on a flight or unoccupied accommodation unit means lost revenue for the
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business. Therefore businesses in this industry need highly efficient distribution
channels to sell the products at the market’s pace or in advance (Pearce & Schott, 2011)
plus efficient communication channels to convey information such as last-minute seat
sales and last-minute accommodation discounts in order to minimise the risk of
products perishing (Pearce, Tan, & Schott, 2007). In addition to its perishability tourism
is also characterised by seasonality. While there may be excessive demand for tourism
products during certain seasons, at other times of the year businesses may have to
operate with little demand. Such fluctuations in demand make it a challenge for
businesses to maintain their revenues. One way businesses address this is by
implementing effective planning and promotional programmes which make consumers
aware of the advantages and availability of off-peak season holidays. This is where ICTs
can play a major role, allowing tourism businesses to reach potential travellers through
various communication channels such as online travel review sites and social media.
Further, due to the tourism product being mostly a cross-border product there is a high
risk for consumers in the quality of the product that they are going to receive. ICTs,
particularly social media, are helpful in reducing this risk through the provision of
interaction with consumers who share their experiences (Buhalis & Law, 2008; Standing,

Tang-Taye, & Boyer, 2014).

While the tourism product is communicated to the market in terms of product
information flowing to the potential customer, the underlying business processes
themselves are also highly information intensive (Aral & Weill, 2007; Sheldon, 2003;
Werthner & Klein, 1999). The total tourism product is assembled by various market
participants (e.g. airlines, tour operators, hotels etc.) including consumers. Information
flow amongst these stake holders creates a tourist information network tying together
all market participants, and each player in the chain adds specific information, which
eases the decision for the consumer. An improved flow of information among all the
stake holders reduces the risks, on both sides of the network, for the consumer and the
suppliers (Guillemette & Paré, 2012).Tourists use ICTs and the Internet to speed up and
enhance information searching and vacation planning and to access desirable
opportunities and services (Buhalis, 2003; Central Bank of Sri Lanka, 2014; Poon, 1993;

Sheldon, 2003; Werthner et al., 2015). The diversity of the tourism sector places high
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demands on technology support and the performance of information systems (Sevrani &
Elmazi, 2008). A consumer in New Zealand wanting to stay in a remote hotel in Sri Lanka
needs up-to-date information about transport and activities on offer. The Internet
enables the providers of all these types of products and services to interact directly with
consumers around the world at a relatively low cost. Using ICT to exchange information
about products and services enables all actors involved in tourism to be aware of what
services are on offer. Therefore tourism has been recognised as an information-based
and information-intensive industry that can benefit from ICTs in many ways
(Benckendorff et al., 2014; Karanasios & Burgess, 2008; Law et al., 2013). To gain a fuller
understanding of the information-intensive nature of the tourism industry and to
explore how ICTs can effectively be utilised, it is necessary to appreciate the relevant

business processes.

2.3.2 Tourism business processes
Business processes are actions that firms engage in to accomplish some business
purpose or objective. Thus, business processes can be thought of as the routines or
activities that a firm develops in order to get something done (Porter, 1991). Business
processes are an essential value-creation element for any organisation (Alford, 2005).
Therefore it is important to identify the nature of these business processes in tourism
and how ICTs can support them in order to increase business value. Tourism production
systems and business process mapping have been identified as useful guides to
extracting the tourism business processes. The following sections introduce and critically
evaluate the tourism production system and tourism business process mapping to

identify a set of key tourism business processes.

Tourism Production Systems

According to Britton (1991), a tourism production system includes: (a) those economic
activities geared to producing and selling travel and tour products; (b) the social groups,
cultural features, and physical elements which are incorporated into travel and tourism
products as attractions; and (c) agencies for regulating the commercial behaviour and
social externalities associated with such production. Some literature which defines

tourism as “a production system that is composed of an array of economic activities
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aimed at producing and selling tourist products, the tourist product itself and the
institutions that regulate the system” also supports Britton’s argument (Terhorst &

Erkus-Oztiirk, 2011).

According to Poon (1993), tourism possesses a dual production system that comprises
both services and information. As tourism services are not usually capable of physical
inspection at the time of sale, dissemination of information regarding appearance, price,
special promotions, location, availability etc. is very important (Buhalis & Law, 2008;
Werthner & Klein, 1999). Information provides the key to product quality and
availability. As such, the provision and distribution of information becomes crucial for
the competitiveness of industry players as well as the provision of services themselves
(Poon, 1993). Therefore Poon (1993) described the business processes in tourism as core
information functions and core service functions using four main categories: service
production, management, distribution and sales, and service delivery. Figure 2.1 shows a

graphical representation of the tourism production system by Poon (1993).

Service Production

*  Product development

= Packaging

* Risk brokerage

=  Procurement

= Pricing

= Technology & systems
development

F 3

Management

= General management
®  Planning

= Finance & accounting

The = Legal affairs
Tourism =  Human resources
Production deue_lopment Core
System = Quality control information Core
. Service
P Functions Functions
Distribution & Sales
= Marketing &
promation

= Advertising & PR

= Reservations & sales

= Trade show
participation

Services Delivery

= Customer service

= Customer satisfaction

= Complaint
management

Figure 2.1: Tourism production system (Poon, 1993)
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Service production and service delivery are considered core service functions which
involve more human activities and less use of ICTs (Poon, 1993). Services produced by
the industry include air, sea and land transportation, hotel bed-nights, packaged tours,
travel information, and other destination services. Service delivery comprises the final

visible services that are delivered to customers.

Management and distribution and sales are considered the core information functions
and make the greatest use of ICTs (Poon, 1993). The core management functions
constitute the internal information functions of the tourism production system.
Distribution and sales is the link between the producers of tourism services and their
customers (Gartner & Bachri, 1994). Because of the information-intensive nature of the

tourism industry, the process of distribution and sales has a major role to play.

Based on the academic merit it gained throughout the last two decades, the dual
production system developed by Poon (1993) has been identified as a strong foundation
for extracting the key business processes in tourism. According to Google Scholar, Poon
(1993) had been cited in 2,053 articles and books up to May 2016. This includes more
than 700 articles and books published in the year 2012 and after. Although it was
written in a period in which the Internet was not yet widely used, the validity of the
content is demonstrated by recent ICT and tourism-related articles which cite the Poon
model (Benckendorff & Zehrer, 2013; Bentz, Lopes, Calado, & Dearden, 2016; Cabiddu,
Lui, & Piccoli, 2013; M. C. Hall & Page, 2014; Mowforth & Munt, 2015; Neuhofer,
Buhalis, & Ladkin, 2013b; Sigala & Chalkiti, 2013).

Although the Poon model has not been specifically criticised, production systems in
tourism have attracted criticism in general. Terhorst and Erkus-Oztiirk (2011) claim that
due to its multi-product and multi-service character tourism is difficult to conceive as an
industry and the use of production systems implies a too narrow focus on economic
actors. Further they argue that production systems failed to emphasise tourism as a
system and to bring in “space” in a systematic way. Although this criticism is

acknowledged, for the purpose of this study, the dual production system developed by
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Poon (1993) has been identified as an appropriate basis as it clearly introduces the
business processes in tourism.
Apart from the production systems concept another tool that can be used to identify key

business processes is business process mapping.

Business Process Mapping
Business process mapping is a management tool used to improve existing processes or
to implement new processes in a business organisation (Law, Chan, & Goh, 2007). It is a
technique where a business process or workflow is converted into a visual, step-by-step
diagram in order to both better understand an existing process and develop a new more
effective process (Reynolds, 2012). Every step in each business process is described with
the purpose of fully understanding the process and finding the cheapest and most
efficient way to reach a goal.
Process mapping in a business involves four main steps (O'Connor, 2003):
1. Process identification —attaining a full understanding of all the steps of a process;
2. Information gathering— identifying objectives, risks, and key controls in a process;
3. Interviewing and mapping —understanding the point of view of individuals in the
process and designing actual maps; and
4. Analysis —utilising tools and approaches to make the process run more effectively
and efficiently.
Research on business process mapping in tourism can be found in tourism supply chain
management literature (Alford, 2005; Dong, Zhang, Liang, & Guo, 2011). Alford (2005),
in a study of the tourism supply chain, described the generic business processes in
tourism within the contemporary business environment. He conducted focus group
interviews with key players from European car hire, hotel group, and tour operating
companies, IT systems suppliers, and Global Distribution System and consultancy
services. Members of the group were asked to map their business processes and the
resulting diagrams were then superimposed onto each other and common business
processes were identified. The four generic business processes identified were product
creation, distribution and sales, inventory and fulfilment, and accounting. In a review of
the literature on tourism supply chain management Zhang, Song, and Huang (2009)

regarded Alford (2005) as a major contribution to the tourism supply chain and business
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process re-engineering literature. No specific critique has been found of this work to

date. One limitation identified in applying Alford in this research is simplification of the

broader concepts from the total tourism industry to match the STEs who provide

accommodation services.

In deciding on the key business processes for the purpose of this study both the tourism

production system developed by Poon (1993) and key business process identified by

Alford (2005) were considered appropriate. The two models contain some similar as well

as some different processes related to the tourism industry. Key business processes

defined by Poon and Alford are compared in Table 2.2.

Table 2.2: Key business processes in tourism

Poon (1993)

Service Production

_ Product Development

_ Packaging

_ Risk brokerage

_ Procurement

_ Pricing

_ Technology & Systems
development

Alford (2005)

Product Creation

_ Finding and contracting
component suppliers

_ Contracting with suppliers

_ Pricing

_ Production of brochures
including the creation of images
and text

_ Publication of product
information on web and
reservation systems

Integrated Processes for STEs

Service Production

_ Product Development

_ Contracting with component
suppliers

_ Procurement

_ Pricing

_ Publication of product
information

Distribution & Sales

_ Marketing & promotion
_ Advertising & PR

_ Reservations & sales

_ Trade show participation

Distribution & Sales

_ Distribute the holiday product to
travel agents and direct
consumers

_ Facilitate selling the holiday
product through web distribution
and call centres

_ Booking administration

Distribution & Sales

_ Distribution of products
_ Marketing & promotion
Reservations & sales
Booking administration

Services Delivery

_ Customer Service

_ Customer satisfaction

_ Complaint management

Inventory & Fulfilment

— Acquire, control, request and
report on inventory

_ Creation and control of inventory
allocations

_ Release of allocations

_ Maintain rooming lists, tickets
and vouchers

Services Delivery

_ Creation and control of
inventory allocations

— Release of allocations

— Customer Service

_ Complaint management
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Management Accounting Management

_ General management _ Maintain financial records _ General management

_ Planning _ Collect holiday payments from _ Accounting & Finance

_ Finance & accounting travel agents — Human Resources

_ Legal affairs _ Collect holiday payments from development

_ Human resources direct consumers _ Legal affairs
development _ Distribute payments and

_ Quality control commissions to suppliers

The category “service production” in Poon’s model and the key business process
“product creation” described by Alford (2005) contain common features which are
mainly based on the development of the tourism product or service. As both authors
explain, it involves the activities of dealing with suppliers, product pricing, quality
control, new product development and any other processes involved in producing the
final tourism product.

The next common key business process identified by the authors is distribution and
sales. As it creates the link between tourism producers and its customers it can be
argued that it is the most crucial process. This involves activities which help sell the
tourism product including marketing and promotion, advertising, reservations and sales.
The two models describe the major functions of service delivery and inventory and
fulfilment which are mainly focused on the actual delivery of the tourism product to the
customer. These mainly involve the creation and control of the inventory allocations,
reporting and maintaining up-to-date inventories. Customer services and handling
customer complaints and reviews after the service are also included under this category.
The Poon model describes the broader category of management including planning,
accounting, legal affairs and other general management as its sub-activities. In the four
generic business processes described by Alford (2005), accounting is included as a
separate key business process and the activities of calculating and collecting the holiday
payments from customers, travel agents and distribution of payments and commissions
to suppliers have been identified as the main functions of this category. But for business
value it is important to consider human resources development as well as the general
management of the overall business.

The two models describe the business process in the tourism industry as a whole.
Considering the production system alone does not seem appropriate as it was

developed in a time when there was limited use of the Internet and other advanced
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communication technologies. The Alford model overcomes this limitation by considering
the contemporary business environment including Internet-based business processes.
Therefore to build a strong foundation on the tourism production system and improve
its applicability to the current business environment, the two models were combined in
this study. The modified tourism production system (Figure 2.2) contains the following

four major categories.

Service production

As described previously service production involves the development of the tourism
product. This could be the firm developing the product by itself or obtaining the product
through component suppliers. Procurement, pricing and publication of product
information are considered the other main activities in this category. Technology and
systems development in Poon’s model was not included as this study only considers

small organisations.

Distribution and sales

Under the distribution and sales category, distribution of products, marketing and
promotion, reservations and sales, and booking administration were identified as more
common in current tourism businesses. Trade show participation was not included as a

separate activity as it can be considered a marketing activity.

Service delivery

As the service delivery entails the delivery of the tourism product to the customer,
creation and control of inventory allocations, release of allocations, customer service
and complaint management activities have been extracted as the main activities under

this category.

Management
Although the Alford model identifies accounting as the final key business process, the
broader category of management from Poon’s model was chosen for the new model as

it includes human resource development and general management which have an
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impact on the business value of organisations. Accounting is also

management category with all its sub-processes.

included under the

Service Production

Product development

Contracting with component suppliers
Procurement

Pricing

Publication of product information

The Tourism

Distribution & Sales

Distribution of products
Marketing & promotion
Reservations & sales

Booking administration

Production

System

Services Delivery

Creation and control inventory
allocations

Release of allocations
Customer service

Complaint management

Management

General management
Accounting & finance

Human resources development
Legal affairs

Figure 2.2: Tourism business processes (Adapted from Poon, 1993 and Alford, 2005)

Now that the key business processes have been identified, it is important to explore how

ICTs can be utilised to improve the performance of these business processes. The

following section discusses how ICTs are currently used in the tourism industry.

2.3.3 ICTs in tourism

A range of ICTs are being adopted by all segments of the tourism industry (Buhalis &

Law, 2008), as no player in the industry has escaped the impact of ICTs (Mihalic &

Buhalis, 2013). The role of ICT depends on the information and human intensity of the

activities involved in tourism. The more information-intensive the activity, the greater

the role of ICT (Benckendorff et al., 2014; Poon, 1993; Sheldon, 2003).
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The use of ICTs in tourism started with the SABRE reservation system in the 1960s
(Copeland et. al., 1995). Computer Reservation Systems (CRSs) are normally operated by
tourism producers such as airlines, hotels and tour operators and are distributed
nationally or globally. It is evident that the online reservation systems are the dominant
technology in the tourism industry (Buhalis, 2003; Zelenka, 2009). This can be seen by
the extent of development of CRSs for the distribution of travel and tourism-related
services and the extent of their adoption by the industry (Poon, 2000). CRSs evolved to
became Global Distribution Systems (GDS), incorporating a comprehensive range of
services and products and providing a global ‘info-structure’ for the entire industry
(Buhalis, 2003; SLTDA, 2015b). GDSs satisfy the needs of consumers for easy access of
travel, lodging and leisure services, actual price and availability of these services as well
as the immediate confirmation and documentation of their reservations through the

Internet.

The Internet plays a major role in tourism marketing and promotion (Buhalis & Law,
2008). Before the emergence of the Internet it was a challenge for the tourism operator
to provide accurate localised data, while maintaining a relationship of trust with the
tourist (Pease, Rowe, & Cooper, 2005). The Internet, which offers global reach and
multimedia capability, is an increasingly important means of promoting tourism services
(ICRA Lanka, 2012). The Internet provides a rich means of distributing information which
improves the marketing and promotion of tourism activities. Tourism marketing systems
typically represent the forefront of multimedia and virtual-reality applications (Hojeghan
& Esfangareh, 2011) and systems developed to assist booking agents, followed by
computer-based and web services for tourists such as Lonely Planet and TripAdvisor
which provide personalised guides with audio, interactive multimedia and context-

aware adaptation.

The tourism industry is also characterised by offering complementary businesses such as
air travel, car hire, accommodation and tours. Third-party websites, Expedia for
example, provide opportunities to access all these services which otherwise would have
to be provided by a number of different organisations. Consumers no longer need to

search for information among a multitude of suppliers, they have more choice, can
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make reservations in a fraction of the time and cost of conventional methods (Minghetti
& Buhalis, 2010) and are able to create travel itineraries in one single application (L.
Burgess, Parish, & Alcock, 2011). These parallel trends have resulted in the development
of interactive online services, personalisation of the tourism experience, and social
sharing of visiting information (McCabe, Sharples, & Foster, 2012; SLTDA, 2015b). In
today’s society digitised information has become the norm and guidebook publishers
such as Lonely Planet are providing this service through mobile applications (Yeoman,

2012).

Recent developments show that in many websites user-generated content is an
important source of information and is used by some companies as a marketing strategy
to increase trust and customer value (L. Burgess et al., 2011). Consumer-generated
content supported through social media is “a mixture of facts and opinions, impression
and sentiment, founded and unfounded titbits, experiences, and even rumour”
(Stockdale & Standing, 2006, p. 4). Tourist communities, such as Lonely Planet and
IGoUGo, provide a platform where tourists can exchange opinions and experiences on
topics of common interest (Keutel, Michalik, & Richter, 2014). Other platforms such as
TripAdvisor include user ratings of destinations and accommodation services. It is
argued that the future of Internet-based tourism will be focused on consumer-centric
technologies that will support tourism organisations in interacting with their customers
dynamically (Buhalis & Law, 2008). Therefore use of these technologies in marketing and
promotion is unavoidable for many tourism organisations. Hence tourism businesses
have to play a role in these online tourist communities if they want to participate in
these markets (Madasu, 2013). One way of achieving this for small tourism organisations
is business collaboration (Keutel et al.,, 2014). They can enter the online markets by
registering with global tourist sites which provide a global presence for these small
organisations. When considering the global tourist sites there are two major parties that
tourism firms cannot avoid in current tourism trends (Litvin, Goldsmith, & Pan, 2008):
1. Online Travel Agents; and
2. Online Review Sites.
As one of the major segments added to tourism with the advancement of the Internet

and other technologies (Litvin et al., 2008) these two will now be discussed in detail.
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Online Travel Agents

Online Travel Agents (OTAs) are a third-party business designed to serve the tourism
industry (H. A. Lee, Denizci Guillet, & Law, 2013). These organisations have no physical
outlets, providing their services solely through the Internet. The first such online travel
booking website, named Expedia, was launched by Microsoft in 1996 (Benckendorff et
al., 2014). Other familiar examples include Orbitz.com, Priceline.com, Travelocity.com,
Agoda.com, Booking.com and Hostelworld.com. These OTAs play a crucial role in online
distribution. They have become increasingly more powerful in terms of Internet
readiness (Morosan & Jeong, 2008) and economic power, putting hotels in the
disadvantageous position of having to sell a large portion of their inventory through
third-party intermediaries at heavily discounted rates (Carroll & Siguaw, 2003).
Compared to hotels’ websites, OTAs have the advantage of offering consumers a one-
stop shop for booking hotel rooms and even buying the entire holiday. Additionally, they
have built their success on economies of scope, aggregating products and reducing costs

to provide consumers with cheaper solutions (H. A. Lee et al., 2013).

OTAs arrange bookings for inventory held by the hotel but made available to the OTAs at
agreed-on prices, for which they receive a commission on each transaction (Tranter,
Stuart-Hill, & Parker, 2009). While the main revenue is earned from commissions, some
OTAs charge a booking fee or buy bulk inventories at a discount and sell at a mark-up (H.
A. Lee et al.,, 2013). The OTA’s business involves having information about the buyer that
is unavailable to the seller and information about the seller that the buyer cannot know

directly.

Although traditional travel agents have played an important role as proxies enabling
travellers to make connections with hotels, the emergence of the Internet has changed
the traditional relationship between hotels and travel agents. Instead of a traditional
agent—principal relationship, OTAs seem to act as more than just intermediaries and

more as business partners or vendors (H. A. Lee et al., 2013).

OTAs’ main services in the tourism industry include (Benckendorff et al., 2014): the

matrix display of search results, search filters, dynamic packaging which can bundle
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several tourism products such as flights and accommodation, flexible data search and
low-fare notifications etc. While these services are very useful to travellers and tourism
businesses of all categories, small businesses and budget travellers get the most
advantages out of these OTA services. Financially and technologically, small businesses
are less capable of providing such services themselves to their guests. OTAs provide
them with a platform to overcome these barriers at an affordable price and be available

in guests’ searches for their various requirements (Inversini & Masiero, 2014).

Online Review Sites

TripAdvisor’s influence is seen as substantial in the tourism industry throughout the
world. A report in The Economist stated “What customers say on TripAdvisor can make
or break hotels” (8/9/14). It further revealed that around 260 million people visit the site
each month to read some of the 125 million reviews. These online review sites display
user-generated content regarding their travel experiences. This has become very
important as user-generated content is rapidly gaining attention as part of the travellers’

purchase decision-making process (Benckendorff et al., 2014).

With travellers paying a great deal of attention to reviews, and also being influenced by
managements’ responses to these reviews, it is very important that the hotel
management is attentive to what is being said about their business. Providing responses
is essential and even negative feedback can be transformed into an opportunity to
display a proactive and positive image of the business. A study conducted by Avant
(2013) on responding to TripAdvisor reviews found that over 60% of users would be
more likely to book a hotel whose management responded to reviews, compared to one
whose management did not. By maintaining an account with TripAdvisor (which is free),
businesses can manage the guest reviews by responding to them, requesting reviews
from the guests who made a visit, enriching the appearance with images, integrating a
Facebook page and making the business available on the TripAdvisor app for
smartphones. Although these third-party online reviews are crucial for all the tourism
businesses regardless of their size (Phillips, Zigan, Santos Silva, & Schegg, 2015), they are
more important for small tourism businesses that do not have an established brand

name.
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Apart from the applications discussed above which are mainly used in external
information-intensive activities, a range of ICTs aid tourism organisations in carrying out
their internal management functions. Garbin (2006) described ICTs used for
management in tourism mainly in front-office automation for prompt correspondence
and back-office systems for internal data processing such as accounting and
recordkeeping. Integration of ICTs used in internal operations (service production,
service delivery and accounting) and external operations (distribution, marketing and
sales) form a total information system for tourism. Poon predicted in 1993 that this
comprehensive system of information management would become a very powerful tool
for the tourism industry. Fulfilling this prediction, currently ICTs are leading the tourism
industry to improve efficiency of production and quality of services, generate new
services such as flexible holidays and spread new industry best practices (Law, Buhalis, &
Cobanoglu, 2014; Neuhofer, Buhalis, & Ladkin, 2015). Although larger businesses
dominate the tourism industry in terms of revenue, as mentioned in the introduction
(Section 1.1), small enterprises are considered the dominant form of business in terms
of numbers in the industry (Mihalic & Buhalis, 2013). Inevitably these small enterprises
can gain a great deal from ICTs. The next section defines the STEs and reviews their use

of ICTs.

2.3.4 Small Tourism Enterprises (STEs)
One of the early debates in the tourism literature was about establishing agreed
definitions of “small and medium enterprises” in tourism (Thomas et al., 2011).
Definitions vary between countries but usually refer to the number of people employed
and the availability of capital (Thomas et al., 2011). For example in the European Union
enterprises qualify as small or medium-sized enterprises based on staff headcount and a
turnover ceiling. When the staff headcount is fewer than 50 and turnover less than or
equal to 10 million Euro they are considered small while if the figures are 250 and 50
million they are characterised as medium-sized enterprises. Sri Lanka considers the
number of fulltime employees and defines the firm as small if it is between 0 and 20,
and medium if it is from 21 to 50 (SLTDA, 2015a). On the other hand, the United States
considers SMEs to include firms with fewer than 500 employees. Following the other

studies conducted in the Sri Lankan context (Fernando, Bandara, & Smith, 2012; N. King,
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1998), for the purposes of this research STEs are defined as those employing between 0
and 20 fulltime employees. Further in this study the terms small enterprise, small firm

and small business will be used interchangeably.

Different authors have used different acronyms to refer to small businesses in tourism.
These include STEs (Small Tourism Enterprises) (Buhalis, 2003), SMHO (Small and
Medium Hospitality Organisations) (Buhalis & Main, 1998), SHEs (Small Hospitality
Enterprises) (Alonso & O’Neill, 2009) and SMTE (Small and Medium Tourism Enterprises)
(Ashari, Heidari, & Parvaresh, 2014). In this research, the acronym STE will be used to

represent the small tourism enterprises.

2.3.5 ICTsin STEs
Buhalis (1998) argues that STEs have no alternative than to incorporate modern
technologies and seek competitive advantages by understanding their markets and
initiating changes in their management and technology. Therefore, STEs should regard
technology as a pivotal strategic issue and an opportunity. They should also identify how
IT can assist them in achieving sustainable prosperity, as well as adding value to their
products and enhancing consumers’ experience and satisfaction. Although traditionally,
smaller tourism operators lag behind their larger counterparts in terms of technology
adoption, the Internet has been described as empowering even for very small tourism
organisations (S. Burgess, 2015). Further, Schott (2007) claims that particularly small
businesses recognise the help of the Internet in improving product education for both
the consumers and intermediaries. The Internet facilitates STES’ representation in the
electronic marketplace, bringing opportunities to offer direct bookings, reduce
advertising costs, global distribution 24 hours a day and greater interactivity with
customers (Anckar & Walden, 2001; Buhalis, 1999; Buhalis & Zoge, 2007). Dogac et al.
(2004) argue that the Internet enhances the level of collaboration between tourist
operators and brings about greater levels of interoperability with internal and external
applications, which were previously only available to the major players in the industry

via proprietary systems.
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The challenges and limitations to technological innovation in small enterprises have
been well researched. Concerning Internet adoption, the most commonly cited
obstacles are the costs involved with adopting and using the technology, and the lack of
relevant knowledge and skills (Kuwayama, 2001; Purcell, Toland, & Huff, 2004; Rizk,
2006; Uwamariya, Cremer, & Loebbecke, 2015b). Nevertheless, STEs have many
opportunities to apply ICT tools and even smaller companies can use affordable and
simple solutions such as software service applications and a range of distribution
solutions to participate in the marketplace (IFC- World Bank Group, 2013; Paraskevas &
Buhalis, 2002).

2.4 Value of ICTs in STEs
ICTs enable STEs to have a global presence as well as to form partnerships with
organisations around the world in an efficient and cost-effective manner (Buhalis, 2003).
The Internet offers STEs opportunities to improve their competitive position in relation
to their larger counterparts by giving them representation in the global marketplace,
become independent of intermediaries and to promote and distribute their own
services, keep their doors open 24 hours a day at minimal costs to customers all over the
world, give customers the choice to view and self-book services at a distance, and

automate many business processes (Anckar & Walden, 2001).

Main (2002) has demonstrated that integrating technology into the business process
and operating in an e-business environment can offer STEs many advantages in
operational, tactical and strategic management. More importantly, Apulu, Latham, and
Moreton (2011) highlighted that STEs need to ensure that the technology implemented
is appropriate to the needs and management of their business. However, several studies
provide evidence that there is only a small minority of STEs taking full advantage of the
electronic marketplace and benefiting from the opportunities ICTs provide, because STEs
frequently perceive ICTs as a problem or challenge (Anckar & Walden, 2001; Buhalis,
2003; Madasu, 2013). These authors suggest that STEs need to take advantage of the
emerging ICTs in order to reduce their marginalisation from the mainstream tourism
industry and to make their products available to institutional and independent buyers.
They may be able to achieve competitive advantages if they manage to develop and
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position their niche products as unique and authentic (Buhalis, 2003). Innovative small
entrepreneurs who appreciate the power of new media can use web marketing to give
their STEs a suitable presence in the electronic marketplace and thereby compete with

some of their larger competitors.

2.5 The Knowledge Gap

This chapter has drawn together literature from two domains — ICT business value and
ICTs in tourism — to provide a thorough understanding of the existing knowledge on ICT
business value and the utilisation of ICTs in the tourism industry. Although prior studies
give some indications as to how business value is gained through ICTs, the majority of
these studies are focused on large-scale organisations. There is a gap in the research
regarding ICT business value for small businesses in general and in particular for tourism.
Further, in both the domains most of the studies have been conducted in developed
countries; there is little research on the business value of ICT for small businesses in
developing countries. By combining the two research domains, and considering tourism
as a highly information intensive and unique industry, the literature review identified a
gap in the knowledge on business value of ICTs for small tourism businesses. This gap
has been more fully expanded into three sub areas:

1. Business value of ICTs for small businesses in general;

2. Business value of ICTs for small businesses in tourism; and

3. Business value of ICTs for small businesses in developing countries.
The convergence of the knowledge gap on business value of ICT and ICTs in tourism

within the context of developing countries is illustrated in a Venn diagram (Figure 2.3)

and will be elaborated further.
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Business value of ICT

3
Developing countries

The knowledge gap: Business value of ICTs for Small Tourism Enterprises (STEs) in

developing countries

Figure 2.3 : The knowledge gap

1. Business value of ICT for small businesses
As discussed in detail in section 2.2.1, the business value of IT has been widely studied
and it is now well established that IT does add value to businesses. However, it is clear
that these studies were primarily focused on large-scale businesses. Small businesses
have unique features and fundamental to this is the recognition that a small firm is not a
“scaled-down” version of a large firm (Gibbons & O'Connor, 2003; Sainaghi, Phillips, &
Corti, 2013). Hence the widely available knowledge regarding how to gain business value
from ICTs which stems mostly from larger organisations may not be readily applicable or

highly useful for small businesses.

A few studies have identified the benefits of e-commerce and adoption of Internet for
small businesses; these studies basically focused on the overall implementation of ICTs
in the business. No studies were found which look at the mediating role that business
processes play between ICT implementation and business value. The studies tend to
investigate what ICTs are being used or not used, and what benefits have been achieved

from those ICTs (Parker & Castleman, 2007). They do not look at how the processes of
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the small businesses have changed and how to use ICTs in the processes of small
businesses. Therefore as illustrated in Figure 2.3 the first gap identified in the ICT

business value literature is in relation to small businesses overall.

2. Business value of ICTs for small businesses in tourism
The tourism industry has been recognised as highly information intensive and the
tourism product itself has some unique features as well its own unique business
processes. A wide range of ICTs are used in all segments of the tourism industry and it is
considered one of the industries most highly affected by information and
communication technologies. While there is a rich body of literature on the application
of ICTs in tourism, only a few studies were found which focused on performance effects
of ICTs in tourism. Those available were also predominantly focused on large-scale
businesses (Cohen & Olsen, 2013; Melidn-Gonzdlez & Bulchand-Gidumal, 2016). The
literature on small firms in tourism was mostly focused on the challenges and barriers to
adopting ICTs. Research which examined the contribution of ICT to business value
particularly for small tourism businesses was lacking. This is illustrated in Figure 2.3 as
the second area of the gap identified in the ICT business value literature in relation to

small businesses in tourism.

3. Business value of ICTs for small businesses in developing countries
The established knowledge on ICT business value provides some indicators that the
macro level factors of a country affect the level of business value gained by ICTs
(Melville et al., 2004). There are also some counter-arguments that although facilities
and context are important, they do not have a significant effect on gaining business
value from ICTs (Silvius, 2012). However, it was evident that the majority of these
studies were conducted in the context of developed countries. Hence to determine
whether SMEs in developing countries use ICTs differently and experience the business
value of ICTs differently, studies which deepen the understanding in the context of
developing countries are still needed. This is illustrated in Figure 2.3 as the third area of

the gap identified in the literature in relation to the business value of ICTs.
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By addressing the three major areas of the knowledge gap identified and by converging
the two domains — ICT business value and ICTs in tourism — this research contributes to
the body of knowledge by addressing the question of how ICTs contribute to the

business value of STEs in Sri Lanka.

2.6 Chapter Summary
The aim of this chapter was to discuss the theoretical foundations of this study by
reviewing the literature in the two research domains of business value of ICT and
tourism. Section one of the chapter discussed the definitions of ICT and the concept of
value along with the business value of ICT. Section two explored the tourism industry as
a whole and the impact of ICTs on tourism. The crucial areas in tourism in which ICT
makes a great contribution to their performance were identified through the tourism
production system by paying special attention to STEs. Building on the strong foundation
discussed in this chapter, the following chapter brings together the two main sections
and develops a conceptual framework that will be used as a theoretical lens for the

research.
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Chapter 3 - Theoretical Basis and the Conceptual Framework

3.1 Chapter Introduction
The purpose of this chapter is to introduce the main theoretical basis of this study which
is the Resource-Based View (RBV) of the firm. Using the RBV as a guide, this chapter
brings together the main topics discussed in the literature review and introduces the
conceptual framework for this study. This conceptual framework is based on the RBV
and the integrative model of business value of IT developed by Melville et al. (2004)
combined with a set of modified business processes adopted from Poon (1999) and
Alford (2005). The chapter begins with an overview of the RBV. This is followed by a
discussion of the development of the RBV in IT business value research and the Melville
et al.’s model itself. Then the conceptual framework of this study is presented with a

detailed description of its variables. The chapter ends with a summary.

3.2 Resource Based View of the Firm (RBV)

RBV is rooted in the strategic management literature and is based on the notion that the
sustained competitive advantage of a firm derives from the resources and capabilities a
firm controls (Barney, 1991). The basic argument of RBV is that firm performance is
determined by the resources it owns. The firm with more valuable scarce resources is
more likely to generate sustainable competitive advantages (Liang, You, & Liu, 2010).
The resources of a firm have been classified by Barney (1991) into three categories:

1- Physical capital resources include the physical technology used in a firm, a firm’s
plant and equipment, its geographic location and its access to raw materials;

2- Human capital resources include the training, experience, judgment, intelligence,
relationships and insight of individual managers and workers in a firm; and.

3- Organisational capital resources include a firm’s formal reporting structure,
formal and informal planning, controlling and coordinating systems as well as
informal relationships among groups within a firm and between a firm and those
in its environment.

These resources and capabilities can be viewed as bundles of tangible and intangible

assets, including a firm’s management skills, its organisational processes and routines,
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and the information and knowledge it controls (Barney, 1991). However not all the
resources are strategically relevant. Barney (1991) specifies the conditions required for a
resource to confer a competitive advantage. If the valuable resource is rare, i.e., few
firms have access to it, it confers a temporary competitive advantage. If it is also
imperfectly imitable — for example, competitors do not know what factors lead to
success and therefore what to imitate — and there are no readily available substitutes,

the resource confers a sustained competitive advantage.

The RBV is based on two underlying assertions, as developed in strategic management
theory: (1) that the resources and capabilities possessed by competing firms may differ
(resource heterogeneity); and (2) that these differences may be long-lasting (resource
immobility) (Mata, Fuerst, & Barney, 1995). In this context, the concepts of a firm's
resources and capabilities are defined very broadly. Therefore the ability of a firm to
conceive, implement, and exploit valuable IT applications could certainly be included
under the firm resources (Barney, 1991; Mata et al., 1995). Further Lockett, Thompson,
and Morgenstern (2009) argue that, as RBV does not require many assumptions, it can
be deployed with other theories to explain strategic behaviour. This can often be seen in
IT business value research as well, where the RBV is linked with process theory, micro-
economic theories or contingency theory (Melville et al., 2004; Wiengarten, Humphreys,

Cao, & McHugh, 2013).

The basic perspective of RBV on firm resources was later extended to include additional
elements (Liang et al., 2010). For instance, Milgrom and Roberts (1995) leveraged the
concept of complementary resources to further explain the role of resources and how
these resources contribute to business value. The value of an organisational resource
can increase in the presence of other complementary resources because it is difficult for
competitors to copy the total effect (S. Bharadwaj, Bharadwaj, & Bendoly, 2007; Bhatt &
Grover, 2005; Wade & Hulland, 2004).

The RBV has been around for over two decades. During this time it has been both widely
adopted and subjected to some criticism. An early critique of the RBV was that it lacks

substantial managerial implications or operational validity (Priem & Butler, 2001).
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However later studies have confirmed the viability of the theory in empirical studies
(Armstrong & Shimizu, 2007; Kraaijenbrink, Spender, & Groen, 2010). Connor (2002)
argues that the RBV applies only to large firms with significant market power. According
to him the smaller firms with their static resources fall beyond the bounds of the RBV.
However other authors deny this argument, claiming that when nontangible resources
are included, small firms may have unique competitive advantage-generating
capabilities (Kraaijenbrink et al., 2010). The application of RBV in IT business value

research is discussed in the next section.

3.2.1 RBVinIT business value research
IT business value research examines the impact of information technology on
organisational performance (Melville et al., 2004). Researchers have adopted many
approaches to assess the mechanisms by which the business value of IT is generated.
Barney, Wright, and Ketchen (2001) suggest that the RBV has important implications for
the study of ICTs. The RBV has helped to shed some light on the controversial argument
about whether IT resources can be a source of long-term performance improvement
thereby increasing IT business value (Wiengarten et al., 2013). Wade and Hulland (2004)
argue that RBV is a robust theory that has received wide acceptance in other
management fields and is likely to uncover an enhanced role for information systems in

sustained firm competitiveness.

Hence the RBV is frequently applied in IT business value research to understand the
relationship between IT resources and organisational performance (International
Moneytory Fund, 2015; Lockett et al., 2009; Wiengarten et al., 2013). Wade and Hulland
(2004) specified the following arguments for applying the RBV in the IT business value
domain: (1) by defining sets of resource attributes, the RBV facilitates the specification
of IT resources; (2) by using the same set of resource attributes, IT resources can be
compared with one another and, perhaps more importantly, can be compared with non-
IT resources; and (3) the RBV sets out a clear link between resources and sustainable
competitive advantage through a well-defined dependent variable, providing a useful
way to measure the strategic value of IT resources. This explains why the RBV is a good

framework to apply in IT business value research. Also in support of Barney’s argument
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on ICTs and complementary resources, studies have demonstrated that IT does not
create business value in isolation but needs to be combined with other organisational
resources (Barua et al., 2010; Brynjolfsson & Hitt, 2000; Kohli & Grover, 2008; Melville et
al.,, 2004). The well-known article by Carr (2003), “IT doesn’t matter”, also raised the
issue that as ITs are so widely accessible and affordable to everyone they do not create
competitive advantage. From the perspective of the RBV, this is accepted because
technologies that can be readily transferred do not generate profit (Barney, 1991).
However, the RBV does hint at a potential source of sustainable competitive advantage
in the context of ICTs. The interface between skilled users and ICTs might prove to be
inimitable, e.g., an organisation highly proficient in translating computing power into
knowledge would be capable of developing a substantial edge over less-skilled

competitors (Barney et al., 2001).

Using the RBV, the link between IT resources and firm performance has been
investigated by a number of researchers (Bharadwaj, 2000; Gu & Jung, 2013; Luo, Fan, &
Zhang, 2012; Mata et al., 1995; Ross, Beath, & Goodhue, 1996; Weill, 1992). The ICT
literature distinguishes between several types of performance measures such as
financial performance and operational performance (Liang et al., 2010), but the findings
of the research are inconclusive. Many authors have suggested that one of the reasons
for inconsistent findings about IT payoffs might be the existence of lag effects since they
may require time to materialise or there may be mediating factors such as internal

organisational factors and external environmental factors (Bayo-Moriones et al., 2013).

Small enterprises may differ from larger firms in the way they address ICT adoption
(Haug, Pedersen, & Arlbjgrn, 2011). However, the majority of papers on ICT effects and
IT business value relate to large firms. Since the RBV focuses on a firm’s unique set of
resources, identification of those resources is equally important for the survival of small
firms. The RBV provides a framework with which small firm owners can strategise based
on those resources which will provide the basis for a sustainable competitive advantage.
Runyan, Huddleston, and Swinney (2007) suggest that the application of RBV is equally

important in small firms as it can guide the small firms to utilise their limited resources
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to improve the business value. Yet little has been done to uncover the resources which

small firms possess or utilise to gain competitive advantage (Runyan et al., 2007).

The RBV has been employed in IT business value research since its early stages
(Bharadwaj, 2000; Gu & Jung, 2013; Luo et al., 2012; Ross et al., 1996; Weill, 1992) and
recently it has been widely accepted as the predominant theory (Cao, Wiengarten, &
Humphreys, 2011; Kohli & Grover, 2008; Liang et al., 2010; Patas, Bartenschlager, &
Goeken, 2012; Vinekar & Teng, 2012; Wiengarten et al., 2013). However, in relation to IT
business value, the RBV has attracted criticism as well (e.g., Melville et al., 2004; Wade &
Hulland, 2004). For example Melville et al. (2004) highlight a limitation of the
conventional resource-based view as the RBV assumes the resources are always applied
optimally, saying little about how this is done. While RBV provides a set of necessary
conditions for the attainment of sustainable competitive advantage via a firm resource,
it does not specify the underlying mechanisms on how to accomplish it (Melville et al.,
2004; Patas et al., 2012; Vinekar & Teng, 2012). However Melville et al. (2004) suggest
that such limitations can be mitigated by integrating RBV with other secondary theory
and using the accumulated IT business value knowledge to inform understanding of how

IT contributes to organisational performance.

After a careful investigation of its strengths and weaknesses, the RBV was considered an
appropriate theoretical lens through which to conduct this study. Because of its clear
definition of resources’ attributes and the concept of resource complementarity it is
useful in explaining how and why IT creates business value, which is directly related to
the overarching question and the aims of this research. Further, as previously described
RBV is considered a better framework for small businesses to use in strategising their
unique resources to gain competitive advantage. This research focuses on small
enterprises where the application of RBV is rare in the literature. However as previously
described, rather using RBV alone, to mitigate the known limitations of this theory, this
study uses the accumulated knowledge in the IT business value research. Hence the IT
business value model developed by Melville et al. (2004) was used to develop an initial
conceptual framework for this study. The key features of this model and its suitability for

this research is discussed next.
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3.2.2 Melville et al.’s model of IT business value
Applying RBV as the primary theoretical base and integrating the microeconomics and
the related industrial organisation literature as a secondary theoretical basis, Melville et
al. (2004) derived a model of IT business value. Synthesising the internal and external
perspectives using the resource-based theory, they suggest that although the focal firm
has an influence on performance, the external environment shapes the impacts. Figure

3.1 illustrates the IT business value model by Melville et al. (2004).

Iil. Macro Environment

Country
Characteristics

Il. Competitive Environment ﬂ

Industry
Characteristics

I. Focal Firm ﬂ

IT Business Value Generation Process

IT Resources:
Technology (TIR)
& Human (HIR)

Business

- Business - P s Organizational
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Performance

Complementary
Organizational
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I

L

Trading Partner
Resources &
Business
Processes

Figure 3.1: IT Business value model (Melville et al., 2004)

This model comprises three domains: (1) focal firm; (2) competitive environment; and
(3) macro environment. Using the resource-based view as a primary theoretical lens, the
model describes how phenomena resident within each domain shape the relationship

between IT and organisational performance which leads to business value.
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Focal firm

The first domain of the model is the organisation (focal firm) which acquires and deploys
IT resources. Within the focal firm IT business value is generated by the deployment of IT
and complementary resources in business processes. As illustrated in figure 3.1,
application of IT and complementary resources may improve business processes which

ultimately may affect organisational performance (Melville et al., 2004).

Competitive environment

The second domain of the model is the competitive environment in which the focal firm
operates. It is separated into two components: industry characteristics and trading
partners. Industry characteristics include salient features of specific industries such as
competitiveness, regulation, technological change and other factors that shape the way
in which IT is applied within the focal firm to generate business value. Trading partners
increasingly affect the generation of IT business value for the focal firm (Melville et al.,
2004). For example, inefficient business processes and antiquated technology within
trading partner firms may inhibit the attainment of IT business value of an inter-

organisational system initiated by the focal firm.

Macro Environment

The final layer of the model is the macro environment. It denotes country- and meta-
country specific factors that shape IT application for the improvement of organisational
performance. Examples include government promotion and regulation of technology
development and information industries, IT talent, and information infrastructure, as
well as prevailing information and IT cultures.

The integrative model of IT business value (Figure 3.1) is considered appropriate to
adopt for this research which intends to study how ICT contributes to the business value
of STEs as it takes ICT resources owned by the firm into consideration so it can be used
to study the STEs with limited ICTs. Also the model focuses on how these resources are
utilised in business processes. This can be used as a guide to study the contribution of
ICT in tourism business processes and thereby contribute to the business value. In
addition to the focal firm, it includes the industry and country level which have an effect

on STEs. Collaboration with industry partners is considered crucial for STEs to assist in
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creating a global presence (Buhalis, 2003). As the Melville et al. (2004) model includes
trading partner resources in the competitive environment it supports the study of
industry collaboration of STEs. Different countries have different levels of government
support for ICT infrastructure developments and policies encouraging the use of ICTs in
small enterprises. These country-level factors affect the contribution of ICT. The Melville
model supports the study of the country-level effect on ICT business value by including
the country characteristics.

To further confirm the academic merit of the model an analysis of the articles which
cited this paper was conducted. According to Scopus, Melville et al. (2004) had been
cited by 724 articles (1,386 according to Google scholar) up to March 2013. Among them
more than 700 were found to be related to the domain of IT business value research
which enhanced the suitability of this model to be adopted in this study.

However most of the articles on ICT value in the tourism are based on the value chain
model developed by Porter (1985) and are at the industry level (Cabiddu et al., 2013;
Ndou & Passiante, 2005; Tajzadeh-Namin, 2012; Wagner & Weitzel, 2007). The main
focus of this study is STEs which are business entities with a limited set of resources who
utilise those resources in all their business activities. There are a few studies which take
a resource-based view of STEs (Intan Salwani, Marthandan, Daud Norzaidi, & Choy
Chong, 2009; Runyan et al., 2007). Therefore a conceptual framework for this research

was developed focusing on the resources and the business processes of the STEs.

3.3 Conceptual Framework

The literature on business value of IT and ICTs in tourism revealed a gap in the
knowledge related to how ICTs contribute to the business value of small businesses in
tourism. In order to address this, based on the RBV and using a well-accepted model of
business value of IT (Melville et al., 2004) a conceptual framework was built to guide this
study (Figure 3.2). As the focus of this study is STEs, the amalgamated business
processes in tourism by Poon (1993) and Alford (2005) (discussed in Section 2.3.2) were
incorporated into the model to better represent the STEs. The purpose of the
conceptual framework as presented in this section is to draw the reviewed literature
together in order to provide a structured overview of the possible ways in which ICTs
contribute to the business value of STEs in Sri Lanka.
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The focus of this study is the STE and the aim is to get an in-depth understanding of how
ICTs contribute to the business value of these small businesses. Hence when deriving the
conceptual framework for this study attention was given to the focal firm layer of the
original model of business value of IT. To further the understanding of how STEs
operate, business process mapping was conducted (Section 2.3.2) and specific tourism
processes were incorporated into the framework. Although the focal firm (STE) is the
major focus of this study it is essential to include the external environment as it affects
the focal firm in generating business value through ICTs. Therefore to integrate
environmental impacts the conceptual framework includes a second layer: external
environment as a combination of the competitive and the macro environments of the
original model of business value of IT. The conceptual framework displayed in Figure 3.2

consists of two layers.

The first layer of the framework refers to the focal firm which includes the
organisational variables which were used to explore the organisations in depth. It
consists of ICT resources, complementary resources, and business processes to make an

in-depth investigation of the IT business value generation process in STEs in Sri Lanka.

The second layer is the external environment which consists of the industry
characteristics, government support and trading partner resources and processes. Due
to the information-intensive nature of the tourism industry as described in Section 2.3.2,
to better represent the influence of tourism characteristics both variables in the
competitive environment of the original model (industry characteristics and trading
partner resources and processes) were included in the external environment of the
conceptual framework. The literature suggests that government assistance and the
infrastructure of a country influences the performance of small businesses (Apulu et al.,
2011; El-Gohary, 2012; Hung et al., 2011). To represent these facilities which are usually
provided by the government of a country, the “government support” variable was
incorporated into the external environment of the conceptual framework. The following
sections explain each layer of the framework and its variables in detail, connecting them

to the relevant literature and linking them to research aims.
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Figure 3.2: Conceptual framework — How ICT contributes to the business value of STEs
adapted from Melville et al. (2004); Poon (1993); and Alford (2005)
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3.3.1 Focal firm
The focal firm (STEs) is the main unit of analysis in this study. The firm owns the
resources and deploys them in business processes to gain business value (Melville et al.,
2004). The focal firm’s variables are directly linked to the three research aims and the
overarching research question. Within the focal firm the study investigates the firm’s ICT

and complementary resources, STE business processes and business value of ICTs.

ICT Resources

This study uses the categories of ICT resources defined by Melville et al. (2004) based on
the RBV. ICT resources include technological IT resources and human IT resources.
Technological ICT resources consist of the firm’s ICT infrastructure and specific business
applications. Therefore this includes both hardware and software. Human ICT resources
refers to expertise and knowledge (Barney, 1991), and denotes both technological and
managerial knowledge. This is considered especially important in STEs as the manager’s
knowledge and perception of ICT have been identified as a leading barrier to the
adoption and the effective use of ICTs in small enterprises in general as well as in STEs
specifically (Kuwayama, 2001; A. J. Morrison & King, 2002; Purcell et al., 2004; Rizk,
2006). Identification of firm ICT resources will address the first section of the second
research aim: the organisational factors that affect the STEs’ ability to gain business

value from ICTs.

Complementary Resources

It is well accepted that ICT alone cannot generate business value but should be
combined with other complementary assets of the organisation (Barua et al., 2010;
Brynjolfsson & Hitt, 1996; 2000; Hitt & Brynjolfsson, 1996; Kohli & Grover, 2008; Melville
et al., 2004). The RBV literature provides guidance regarding the classification of
complementary organisational resources. They may include non-IT physical capital
resources, non-IT human capital resources (e.g. accountants, marketing and customer
service staff), and organisational capital resources (Melville et al., 2004; Barney, 1991).
The examination of the availability of complementary resources within STEs will also

facilitate the addressing of the same research aim as the ICT resources variable.
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STE Business processes

The Melville model describes how ICT resources affect the business process, potentially
leading to improvement of business performance. This framework consists of the
business processes derived from the tourism business processes (refer to Section 2.3.2).
This variable is directly related to the first research aim: examining how STEs in Sri Lanka
use ICTs to gain business value. In the literature review it was identified that the
contribution of ICTs is made through the deployment of ICT resources in business
processes (Buhalis, 2003; SLTDA, 2015b). Examining the ways in which ICTs are utilised in
STE business processes also assists the third aim of the research: finding reasons why

different businesses gain different levels of business value from ICTs.

Business value of ICTs in STEs

In this study the business value of ICTs is defined as the “impact of IT on overall
organisational performance, whether the performance is financial or nonfinancial and
whether it is tangible or intangible in aspect”. This study investigates how ICT
contributes to each tourism business process separately and how it collectively
contributes to the business value of ICTs in STEs overall in order to answer the

overarching research question.

3.3.2 External environment
Under the external environment of this model, industry characteristics, trading partner
resources and government support were studied. Industry characteristics are considered
important because of the nature of the tourism industry. They consist of diverse
characteristics such as: global markets and the salience of destinations; high volumes of
transactions and customised products; structured, standardised data; and multimedia
representations (Favre-Bonté & Tran, 2015; Law, Qi, & Buhalis, 2010; Poon, 1993). These
characteristics have a positive effect on the contribution of ICTs to increasing the
business value of tourism enterprises (Buhalis, 2003). Government support for small
businesses is considered crucial for small businesses in terms of financial assistance,
training facilities and infrastructure development (El-Gohary, 2012; RantSo, 2016). This
study investigates how tourism industry characteristics, the business partner resources,

and government support affect the contribution of ICTs. This layer of the framework is
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directly linked to the second section of the second research aim: to examine external
factors that affect the ability of STEs to gain business value from ICTs. It also addresses
the third aim by understanding the reasons for the varied levels of business value gained

by STEs.

3.4 Chapter Summary
The purpose of this chapter was to introduce the RBV which is the main theoretical basis
and the conceptual framework of this research. The discussion of the RBV included its
significance in IT business value research and the integrated model of IT business value
by Melville et al. (2004). The conceptual framework for this study was described with
reference to relevant literature and the research aims. This conceptual framework was
used as a preliminary guide in conducting this research. The next chapter introduces the

research context; Sri Lanka and its tourism.
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Chapter 4: Research Context - Sri Lanka and its Tourism

4.1 Chapter Introduction
This chapter is dedicated to providing a comprehensive understanding of the research
context. The significance of a detailed description of the research context in case
research has been pointed out by Benbasat, Goldstein, and Mead (1987) and Yin (2009).
Further, in accordance with the post-positivist stance, in order to assess credibility and
to determine generalisability it is important to provide a detailed account describing
where the research was conducted, the procedures followed and the specific time of the
investigation (Dubé & Paré, 2003). According to Stockdale and Standing (2006), in
addition to the research context, it is also important to consider trends and
developments in the wider business environment. Thus, to more fully understand the
context of this study, a PESTEL analysis of tourism in Sri Lanka has also been carried out.
The chapter is structured in three main sections. First, it introduces the research site
with background information on Sri Lanka. The second section describes the Sri Lankan
tourism industry from its history to current status. The third section presents a generic
analysis of Political, Economic, Social, Technological, Environmental and Legal factors

(PESTEL) that affect tourism Sri Lanka.

4.2 Background of Sri Lanka - The Research Site

The Republic of Sri Lanka, formerly called Ceylon, is an island nation. It lies in the Indian
Ocean, located southeast of India (refer to Figure 4.1). Sri Lanka has a total area of
65,610 square kilometres with a coastline 1,340 kilometres long. Its terrain is mostly
low, flat to rolling plains, with mountains in the south-central interior (Pathirana, 1980;
Worldatlas, 2014).

Sri Lanka's climate can be described as tropical, with year-round warm weather,
moderated by ocean winds and considerable moisture (The Climate Change Secretariat
of Sri Lanka, 2014). According to the 2012 census, the population of Sri Lanka was
20,359,439, giving a population density of 325/km?. It has an active working population,
with 67% aged between 15 and 59. A great emphasis is given to education and the
overall literacy rate is 95% for those aged 10 and over (Department of Census and

Statistics, 2012).
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The Sinhalese make up 74.9% of the population (Department of Census and Statistics,
2012) and are concentrated in the densely populated south-west and central parts of
the island. The Sri Lankan Tamils, who live predominantly in the north and east of the
island, form the largest minority group at 11.1% of the population. Other minorities
include Moors, Indian Tamils, Malays and the Burghers. Buddhists make up 70.1% of the
population and the rest consists of Hindus, Muslims and Christians.

The main economic sectors of the country are apparel and textiles, tea export, tourism,
and rice production and other agricultural products (Central Bank of Sri Lanka, 2014).
Figure 4.1 presents a map of Sri Lanka.

In 1948 Ceylon (as Sri Lanka was previously known) received independence from its
British colonial rulers and power transferred to the country’s own government. Since
then, due to its multi-ethnic nature, the country has faced several issues concerning the
sharing of power among the Sinhala majority and other minorities. The ethnic conflict in
Sri Lanka came to a head in the early 1980s, with the altercations that occurred in Sri
Lanka between majority Sinhalese and the Tamil minority. An armed group of Tamil
youth called Liberation Tigers of Tamil Eelam (LTTE) began violent activities towards the
government and non-Tamils, demanding independence for Tamil people. After a
prolonged war lasting over 2 decades, the Sri Lankan army defeated the LTTE in 2009
and re-established a peaceful environment in the country (Aaronson et al., 2012).
Following the end of the civil conflict in May 2009, the Sri Lankan economy experienced
strong annual growth at 6.4% over the course of the five years from 2009 to 2014, well
ahead of its regional peers (SLTDA, 2014). While growth was mostly private sector
driven, public investment also contributed through investment in infrastructure,
including post-war reconstruction efforts in the North and Eastern provinces. Tourism
has been a high priority in the government’s development programmes since the year
2009 (Wij, 2011). A national tourism development strategy (2011-2016) was
implemented (Ministry of Economic Development, 2010) along with supporting

investment promotions and infrastructure developments (refer to Table 4.9).
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4.3 Overview of Tourism Sri Lanka
This section provides a brief history of tourism in Sri Lanka, its economic significance to

the country, and the demand and supply sides.

4.3.1 Sri Lankan tourism - A brief history
Tourism is one of Sri Lanka’s oldest economic sectors. Since the Silk Route merchants
travelled to the east, Sri Lanka has always been a favoured destination to visit. The first
attempt to develop tourism in Sri Lanka was made by the colonial government prior to
the Second World War. Although initiatives to develop the tourism industry were taken
in 1937 with the establishment of the first tourism bureau, closed economic policies and
a rigid foreign exchange system did not favour the tourism sector during the 1950s and
1960s (Fernando et al., 2012). With the opening of the economy in 1977, the tourism
industry, like other export-led industries, boomed. There were large numbers of tourist
arrivals, as well as increased foreign exchange earnings, and increased employment was
generated from tourism related activities. Figure 4.2 shows the tourist arrivals from

1970 to 2014.

Tourist Arrivals to Sri Lanka 1970-2014
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Figure 4.2: Tourist arrivals to Sri Lanka 1970-2014

Sources: SLTDA, Central Bank of Sri Lanka (2014).

In 1983, however, this changed, as the civil war caused Sri Lanka to become less

attractive to foreign tourists. National security issues related to ethnic conflict caused
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major fluctuations in tourist arrivals from 1983. In 2002 the ceasefire agreement
between the government and militant groups created a peaceful environment and
tourist arrivals began to increase. In addition to the effects of the political environment,
the tsunami of 2004, one of the most severe natural disasters ever to afflict Sri Lanka,
also adversely affected its tourism (Nawaratna, 2011). With a stable peace since 2009,
tourist arrivals have been rapidly increasing. In 2010, immediately after the end of the
war, Sri Lanka saw a growth of 46% in tourism arrivals (SLTDA, 2011a). International
tourist arrivals grew by 4.7% in 2014 and were the highest in South Asia with a new
record of 1,527,153 arrivals in 2014 (SLTDA, 2014). In addition to international tourist
arrivals, numbers of domestic tourists also increased, especially between the northern
region and the rest of the regions of the country, mainly due to curiosity to visit the
areas which had until 2009 been restricted (UNWTO, 2013). Despite the natural and
political setbacks during the course of the latter 20t century, the Sri Lankan tourism
sector has been growing significantly, contributing substantially to GDP and

employment.

4.3.2 Tourism as a major economic activity of Sri Lanka
Tourism is considered a key instrument of economic development in Sri Lanka
(Welgamage, 2015). The main positive economic impacts of tourism relate to its foreign
exchange earnings, contributions to government revenues, and generation of
employment and business opportunities (UNEP, 2015). The direct contribution of Travel
& Tourism to GDP in 2014 was LKR462.1bn (USS$S3.5bn), which is 4.8% of GDP (WTTC,
2014). Its relative contribution to foreign exchange earnings is vital. Tourism is the third
largest source of foreign exchange, after private foreign remittances and textiles and
garments (SLTDA, 2014). Its growth is rapid, moving from sixth to third in only 5 years.
Table 4.1 shows the relative importance of tourism as a foreign exchange earner for Sri

Lanka.
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Table 4.1: Top 10 sources of foreign exchange for Sri Lanka 2009 & 2014
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Source: SLTDA (2010, 2014) and Central Bank of Sri Lanka (2014)

Travel and tourism attracts a large amount of investment to the country, for example it

attracted capital investment of LKR115.7bn (USS 0.87bn) in the year 2014 (WTTC, 2014).

Public sector institutions derive revenue from tourism in a variety of ways: direct and

indirect taxes, fees and levies, profits from business undertakings etc. (SLTDA, 2014).

However, statistics of revenue collections are readily available only for few sources, such

as the tourism development levy, embarkation tax, income of Tourism Development

Authority, entrance fees to Cultural Triangle, wildlife parks, museums, botanical gardens

etc. Table 4.2 shows the public sector revenue from various tourism sources from 2011

to 2014.
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Table 4.2: Public sector revenue from tourism (in Rs. Million) 2011-2014

Source of Revenue 2011 2012 2013 2014
Tourism Development Levy 649.7 809.4 1,014.2 | 1,005.6
Tourism Development Authority Income 110.1 130.3 136.4 149.3
Embarkation Tax on Foreign Tourists 1,041.7 1,161.7 1,604.8 | 1,779.8
Cultural Triangle 998.2 1,330.7 1,727.1 | 2,178.5
Botanical Gardens 253.9 279.0 314.9 369.8
Zoological Gardens 470.2 480.7 550.9 745.8
WWildlife Parks 301.0 424.8 578.4 831.6
Museums 14.2 16.8 14.9 15.8
BMICH 178.3 239.2 233.7 400.2
Total 4,017.3 4,872.6 6,175.3 | 7,476.4

Source: SLTDA (2010, 2014)

Being a service-oriented and labour-intensive industry, tourism also contributes
substantially to employment generation. Travel & Tourism generated 129,790 jobs
directly in 2014, contributing to 4.3% of the country’s total employment (SLTDA, 2014).
This consisted of employment by hotels, travel agents, airlines and other passenger
transportation services. Almost 80% of the total employment was in the accommodation
and catering sector. According to reviews by SLTDA, one job is created for every five

tourist arrivals. Table 4.3 shows direct employment numbers in the tourism industry for

the year 2014.

No. of

Table 4.3: Direct employment in the tourism industry 2014

Managerial

Technical Total

Category of : : e . . ELTTETR S
Establishments Establish Scuentlf_lc & Clerical Allufad Operative

ments Professional and Supervisory
Hotels and Restaurants | 2,040 14,889 50,853 39,259 105001%*
Travel Agents and Tour
Operators 678 2,394 5,830 868 9092*
Airlines 29 896 3,826 1,214 5936*
Agencies Providing
Recreational Facilities 71 179 372 267 818*
Tourist Shops 63 224 1,287 169 1,680%*
Guides - - 4,420 - 4,420%*
National Tourist
Organisation 4 190 212 196 598*
State Sector 18 673 708 864 2,245%*

Source: SLTDA (2014) (*estimated)
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4.3.3 Tourism demand
Tourism demand is defined as the total number of persons who travel or wish to travel,
and use tourist facilities and services at places away from their places of work or
residence (Cooper, 2008). The demand for Sri Lanka as a tourism destination (by
international tourists) in terms of its key markets, seasonality of arrivals, average
duration of stay, purposes of visits and major tourist attractions is described in the

following sections.

4.3.3.1 Key markets.
Since the beginning of the tourism industry, even before its formal institutionalisation in

1937, Sri Lanka has been a popular destination for Western European travellers. More
recently (2006—-2010), Western Europe was considered the primary source region for
tourism in Sri Lanka. However, Sri Lanka has also experienced increasing demand from
other regions such as South-East Asia, Australasia, North America and the Middle East.

Table 4.4 shows the top ranked market regions for Sri Lankan Tourism.

Table 4.4: Relative importance of market regions (2012, 2013 & 2014)

Percentage Share

Western Europe 37.1 33.0 31.4
Asia - South 24.6 25.6 24.2
Asia - North-East 7.4 8.1 12.2
Eastern Europe 7.2 9.9 10.1
Middle East 5.9 6.3 5.8
Asia - South-East 5.8 6.3 5.8
North America 5.9 5.1 4.8
Australasia 5.7 4.8 4.3
Others 0.7 0.9 1.4
World 100.0 100.0 100.0

Source: SLTDA (2014)

Although Western Europe is the top market region, as an individual country India
dominates the Sri Lankan tourism industry as the leading source of tourists to the
country. The UK is in the second place. While these two countries remain the leading
source markets for Sri Lanka, arrivals from the US, Canada, Germany, Australia and
Japan have increased considerably since 2009. The top 10 markets accounted for almost

65 of the total tourist traffic to the country in 2014. Table 4.5 provides the numbers of
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tourist arrivals and their percentage share from the top 10 markets during 2013 and

2014.

Table 4.5: Top ten source markets (2013 & 2014)

2013 2014

Market Z(:::llals Market Total Arrivals

India 208,795 16.4 India 242,734 15.9
UK 137,416 10.8 UK 144,168 9.4
Germany 85,470 6.3 China 128,166 8.4
Middle East 80,509 6.3 Germany 102,977 6.7
Maldives 79,474 6.2 Maldives 86,359 5.7
France 64,388 5.1 France 78,883 5.2
China 54,288 4.3 Russia 69,718 4.6
Australia 54,252 4.3 Australia 57,940 3.8
Russia 51,235 4.0 USA 39,371 2.6
Ukraine 38,607 3.0 Japan 39,136 2.6
Total 854,434 63.4 Total 989,452 64.8

Source: SLTDA (2014)

Identification of key markets and source regions is important to small businesses as it
can help them to make business decisions such as choosing distribution channels and
marketing methods. Tourists from different regions have unique characteristics and
patterns of online behaviour. Further, the dominance of OTAs also varies according to
the regions. For example, Agoda.com caters mainly for the Asian market, while Expedia
is considered the most established OTA in Europe (Buultjens, Ratnayake, & Gnanapala,

2015).

4.3.3.2  Seasonality of tourist arrivals to Sri Lanka.
The tourist season in Sri Lanka is considered to be between November and March, with

arrivals peaking in November and December. There is a secondary peak in July-August, a
shoulder period in September-October and a low season in May-June. The five peak
months of the season account for nearly 50% of the annual total arrivals with the
months of November and December accounting for nearly 25% of the yearly arrivals’
aggregate. Figure 4.3 shows the seasonality of tourist traffic in Sri Lanka in the year

2014.
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Figure 4.3: Seasonality of tourist traffic 2014
Source: SLTDA (2014)

Seasonality of tourist arrivals affects the use of technology in small businesses.
Businesses should give more priority to increasing their visibility in online searches of

potential guests during peak periods.

4.3.3.3  Purpose of visit of travellers to Sri Lanka.
The prime motivation for travel to Sri Lanka is for pleasure, such as holiday, recreation

and site-seeing, for over 68% of the total tourist population (SLTDA, 2014). Visiting
friends and relations is the second most common reason, accounting for 28% of visitors,
and most of those from India (SLTDA, 2014). Private and official business, conventions
and meetings, religious and cultural activities, health and sports are the other reasons
for travellers to visit Sri Lanka. The majority (45%) of pleasure travellers are from
Europe, followed by Asia.

It is important for businesses to identify the purpose of visits and the regions of their
guests so that they can customise their tourism services and decide on marketing media.
They can focus on a market segment with a common set of purposes and specialise in
providing such services. For example, small hotels based on their regions can specialise
in different types of recreational activities such as surfing, adventure travel or

meditation and site-seeing, using ICTs such as websites, social media, and user review
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sites to promote these specialisations to potential travellers (Howison, Finger, &

Hauschka, 2014).

4.3.4 Tourism supply
Tourism supply is the provision of the key elements of the tourism industry by the host
governments or destinations resources. Tourism resources that are necessary for
tourism supply range from natural to man-made (Goeldner & Ritchie, 2007). Related to
the tourism supply of Sri Lanka, major tourist attractions, accommodation
establishments, capacity and occupancy of accommodation establishments are

described in the following sections.

4.3.4.1 Major tourist attractions of Sri Lanka
Sri Lanka has a diversity of tourist attractions and resources within its relatively compact

area. These include beaches, a warm tropical climate, historical and religious vestiges,
scenic beauty and other resources such as precious gems, bio-diversification and
Ayurveda medication. These are some of the main factors in attracting international
tourists to the country. Domestic tourists also avail themselves of these resources
though they have a greater preference for the cultural attractions such as religious
festivals (Shantha, 1999). These attractions are spread throughout the country and can
be put in to three main categories:

1. Beaches;

2. Natural resources and scenic beauty;

3. Cultural heritage.

Based on these major tourist attractions, the SLTDA has defined seven major resort
regions, namely, Colombo City, Greater Colombo, South Coast, East Coast, High Country,
Ancient Cities and Northern Region. Figure 4.4 illustrates the seven regions and is

followed by Table 4.6 which provides a brief description of each region.
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Table 4.6: The seven tourist regions of Sri Lanka
1. Colombo City Colombo is the capital city of Sri Lanka. With 37.31 square
kilometres of land area, it has the largest population with 2.2
million people. The only international airport, Katunayake Airport
is located next to Colombo, allowing easy access to the capital city.
The city also has the highest number of tourism accommodation
establishments (WTTC, 2012). Colombo City is identified as a
separate resort region because of its importance to business
travellers by being the commercial city and the gateway for all

international tourists.

2.Greater Colombo | While Colombo City mostly facilitates business travellers, Greater
Colombo includes famous beaches and other resources such as
Mount Lavinia Beach, the Galle Face Green and the national
zoological garden. Most of the beaches in Greater Colombo are
crowded by both domestic and international tourists alike (SLTDA,

2014).

3. South Coast The South Coast includes many popular beaches with well-known
international destinations for board-surfing and water sports. It is
also famous for delivering Ayurveda medication which is an
ancient art of healing in Sri Lanka. The South Coast is the home to
the main marine national park of Sri Lanka. The park contains a
fringing coral reef with a high degree of biodiversity. Its beaches
and night life make it a popular tourist destination. Further, this
region includes the Dutch fort of Galle, which is a world heritage
site and considered the most popular destination for international

tourists (SLTDA, 2014).

4. East Coast Since the end of the civil war in 2009 and the completion of
tsunami rehabilitation projects, the east coast has become a
popular tourist destination among locals and foreigners alike. This

is because this region is known to have one of the longest
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stretches of shallow coastline in the world. People can walk
kilometres into the sea because the water is only a few inches
deep and the current is relatively weak compared to the rest of Sri
Lanka’s coasts. This region includes not only the beaches but also
many other tourist attractions such as lagoon tours, bird watching,

elephant watching and archaeological sites (SLTDA, 2014).

5. High Country

The High Country region includes one of the most prominent
tourist cities in Sri Lanka, Nuwara Eliya. The city is called ‘Little
England’ because of the prevailing climate of the city. The cool
weather along with its scenic beauty means this region focuses
more on luxury tourism (SLTDA, 2012a). This region is also home to
the Horton Plains national park and the Singharaja rain forest,
which are world heritage sites and are visited by both international

and domestic tourists alike (SLTDA, 2014).

6. Ancient Cities

The Ancient Cities region or the cultural triangle includes the
famous cultural cities of Sri Lanka. This region contains five of the
eight world heritage sites in Sri Lanka. The cultural capital Kandy,
the sacred city of Anuradapura, the ancient city of Polonnaruwa,
the rock fortress of Sigiriya, and the golden rock temple of
Dambulla are in this region, all of which are frequented by tourists.
Kandy is the home of The Temple of the Tooth Relic, one of the
most venerable places for the Buddhist community of Sri Lanka
and all around the world. Esala Perahera (the festival of the tooth)
is the grand festival of Esala held in Sri Lanka. It is a unique symbol

of Sri Lanka and a major tourist attraction (SLTDA, 2014).

7. Northern Region

The northern part of Sri Lanka which was completely out of action
under the civil war is now becoming an important tourist
destination. Though it has natural resources, due to rehabilitation
projects and lack of accommodation facilities international tourism

is not well established in this region yet.
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The seven tourist resort regions represent a diverse collection of tourist attractions with
different types of tourism businesses in these regions. These seven regions were taken
as the basis for the selection of the cases researched in this study. The selection of
businesses from these regions is further described in Chapter 5, which deals with

research methodology.

4.3.4.2 Accommodation establishments.
As defined by SLTDA, there are several categories of accommodation establishments in

Sri Lanka. Table 4.7 provides a brief description of these different categories.

Table 4.7: Accommodation establishments in Sri Lanka
Category Description ‘

Tourist hotels Tourist hotels provide paid lodging, usually on a short-term

(star category and | basis. They have high standards and an extensive range of first-
small hotels) class guest services with comfortable, clean rooms and high

quality furnishings depending on the star rating of the hotel.

Guest house Guest houses range from low budget rooms to luxury

apartments, and are similar to small hotels in larger cities.

Bed and breakfast
units

These units are usually family owned. The family generally lives
on the premises and provides services to tourists.

Boutique villas/
boutique hotels

An accommodation establishment that provides unique facilities
and highly personalised services to guests which are normally
classed as luxury.

Heritage homes/

Heritage Homes are old ‘Walawwas’, residences and thematic

bungalows bungalows that were built at least 100 years ago. The homes, set
on a large block of land, have a colonial or aesthetic architecture.

Homestay A stay at a residence by a traveller and especially by a tourist
who is hosted by a local family to learn about the local lifestyle.

Rented A room or suite of rooms designed as a residence and generally

apartments/ houses

located in a building occupied by more than one household.

Although these different categories are classified separately, some categories such as
small hotels, guest houses, and bed and breakfast units share common features. Except
for the star category tourist hotels, all other types are mostly run by small business
operators (IFC- World Bank Group, 2013). These accommodation establishments are
spread throughout the country in different tourist resort regions described in the Table

4.6.
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4.3.4.3  Capacity and occupancy of accommodation.
By the year 2014 the total number of graded accommodation (star category tourist

hotels) units available throughout the country was 334, with 18,510 rooms (SLTDA,
2014). In addition to these, another 1,265 supplementary units guest houses, B& B units
and homestays were also available. These accommodation establishments are not
evenly distributed among the resort regions. Out of the seven tourist regions the South
Coast has the highest number of accommodation establishments (36.3%), as well as the
highest rate of growth in the number of new establishments added after the year 2009
(SLTDA, 2014). Colombo City, Ancient Cities, Greater Colombo and High Country are next
in order respectively. Table 4.8 shows the accommodation capacity (rooms) and regional

distribution from 2005 to 2014.

Table 4.8: Accommodation capacity (rooms in graded accommodation) and its regional
distribution from 2005 to 2014

Resort
Regions 2005 2006 2007

Colombo City | 2,926 3,209 3,209 3,188 3,190 3,141 3,086 3,054 3,170 3,633
g(;?:rfsgo 2,490 2,520 2,555 2,651 2,494 2,640 2,573 2,856 2,913 2,883
South Coast 4,431 5,112 5,505 5,370 4,940 5,099 5,037 5,660 5,868 6,717
East Coast 178 184 184 230 230 238 238 296 628 842
High Country 709 726 734 772 928 847 940 743 838 789
Ancient Cities | 2,428 2,467 2,417 2,582 | 2,679 2,749 2,779 2,901 3,217 3,595
North Region - - - - - - - - 21 51

All Regions 13,162 | 14,218 | 14,604 | 14,793 | 14,461 | 14,714 | 14,653 | 15,510 | 16,655 | 18,510

Source: SLTDA (2014)

The overall annual room occupancy rate of tourist hotels in Sri Lanka is 74% (SLTDA,
2014). Ancient Cities, South Coast, Colombo City, and Greater Colombo have a higher

rate of occupancy when compared to the other regions.

4.3.5 Summary of the Sri Lankan tourism industry
A brief history and its current status of the tourism industry was described in this
section. The importance of the industry as a main contributor to the economy by means
of attracting foreign exchange as well as increasing the employment opportunities was
highlighted. Tourism demand in terms of key markets, seasonality, duration of stay, and
purpose of visit was discussed. These factors are significant for the use of technology in

the accommodation businesses, which is the focus of this study. The major tourist

79



attractions of the country were described along with the seven tourist resort regions
defined by the SLTDA which will be taken as a basis for case selection. Finally, the
current tourism supply in terms of the available accommodation categories, the number
of establishments and their occupancy were detailed. In order to obtain a broader
understanding of tourism in Sri Lanka a PESTEL analysis of the tourism industry of Sri

Lanka was undertaken.

4.4 PESTEL Analysis - Tourism in Sri Lanka
PESTEL is an analytical tool that considers external factors and their impacts on an
industry or a business (Scholes & Johnson, 2002). The analysis includes the Political,
Economic, Social, Technological, Environmental and Legal factors that affect the
operations of an industry. An organisation’s success is influenced by factors operating in
its internal and external environment and the organisation can increase its success by
adopting strategies that manipulate these factors to its advantage. A successful
organisation will not only understand existing factors but also forecast change, so that it
can take advantage of change within the environment in which it operates (Babatunde &
Adebisi, 2012). Therefore PESTEL analysis is considered a useful tool to pick up trends
and developments in the external environment that can be used to inform longer term
planning and strategy formation (Yiiksel, 2012).
Further, Johnson, Scholes, and Whittington (2008) define PESTEL analysis as a model to
analyse the factors affecting international companies. As the tourism industry deals with
invisible exports and operates in the international market, this type of analysis can be
applied to the businesses in the tourism industry as well. However, many of the factors
considered in a PESTEL are linked together (for example technological developments
may simultaneously change economic factors by creating new jobs), and hence overlap
can occur (Scholes & Johnson, 2002).
In this study, PESTEL analysis has been applied to Sri Lanka with the aim of focusing on
factors affecting the tourism industry and its small businesses, to find out how ICTs
contribute to business value. This analysis discusses the political, economic, socio-
cultural, technological, environmental and legal factors related to Sri Lanka’s tourism
industry. How these factors of the external environment affect the STEs in their business
operations is further discussed in section 6.3.
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4.4.1 Political factors
Political factors mainly refers to the role of the government of a country and its
initiatives that would influence business (Scholes & Johnson, 2002). Sri Lanka is a
democratic, socialist republic and a unitary state that is governed by a mixture of a
presidential system and a parliamentary system. Stability of the political environment
and the attitudes of political parties or movements affect the tourism industry of any
country. Sri Lanka has gone through a changing political scenario over the years and
experienced ethnic related terrorist problems from 1983 to 2009. Since the end of the

civil war in 2009 the country has gained considerable political stability.

Positive political effects on tourism industry

Due to the lack of demand for tourist accommodation during the civil war period even
luxury hotels had to offer very low prices to attract the limited number of tourists
entering the country. Although there was a sudden increase in demand for hotel rooms
in Colombo and other regions just after the war, the low prices of hotel rooms had a
negative effect on the revenue of the industry and small hotels were finding it difficult to
survive in such a competitive environment. Identifying this crisis in the industry, the
government introduced minimum rates for the graded hotels in Colombo City according
to the star classification of the hotels (lanka business online, 2009). The hotels in
Colombo were then required to charge above or equivalent to the minimum rates for
each type of customer segment, as specified by the government (Nawaratna, 2011).
Although the policy changes at first received considerable resistance from tour
operators and had an adverse effect on large hoteliers in the short term, they helped
bring the room rates to sustainable levels (Nawaratna, 2011). They also benefited small
businesses as well as the industry as a whole in the long term.

The government was also involved in developing the infrastructure of the country in
order to create opportunities and support the tourism industry. These projects consisted
of the development of highways, airport development projects and port development.
Road development and expansion projects included the Southern Highway Project,
Colombo-Katunayake Expressway and National Highway Sector Project (Nawaratna,
2011). These development projects had a positive effect on the tourism industry by

providing connectivity to various cities and tourist destinations. In particular the
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Colombo-Katunayake expressway provided an enhancement to the transport of tourists
to Colombo City from the airport.

As a special tourism infrastructure development, a One-Stop-Unit (OSU) for tourism
under the SLTDA was established in Colombo to fast track the approvals required for
hotel and resort projects and encourage investments in tourism. The functions of the
OSU include the provision of information to potential investors regarding tourism
projects, and acting as liaison in obtaining all approvals required for a project from
various ministries and agencies and obtaining incentives such as tax breaks and
exemption from import duties for the project (Wij, 2011). Table 4.9 presents

government’s initiatives to develop the tourism industry after the year 2009.

Table 4.9: Sri Lankan government initiatives to develop the tourism industry after 2009

Establishment of e Unification of the regulatory environment and creating a single
policy framework to authority for tourism promotion named SLTDA

support investors and | e Simplification of the investment approval process by setting up of
the industry a ‘One-Stop-Shop’ at SLTDA for tourism related investments
(2010-2013) e Streamlining the process of alienating government land for

tourism development projects

e Reduction of the high electricity tariffs

e Attracting internationally reputed tourist hotels

e Implementation of a new visa rule and facilitating online visitor
visa processing

e Establishment of the Tourist Police ensuring both local and foreign
tourists have a safe, pleasurable and memorable travel experience

in Sri Lanka
A conducive taxation Profit / income is subject to a 12% upfront cost of investment in
strategy for tourism leisure and tourism related activities and plant and machinery and
(2013) branded consumer products are subject to low taxes. Duties on
vehicles have been reduced to promote tourism related services
Development of Airports
infrastructure to meet | e Building of a new passenger terminal with segregated departure
the industry and arrival areas, new parking aprons, and additional area with
requirements duty free retail at the existing Katunayake Airport
(2010-2014) e Development of a second airport in Hambantota with a capacity
to handle 1 million passengers in the south of Colombo
Ports:

e Expansion of the existing Colombo port, under the Colombo South
Port Project

Roads:

e Development of the Southern highway and Colombo-Katunayake
Expressway

Power:

e Development of Coal Fired Power Plants in four major areas to
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improve uninterrupted power supply

Supporting STE sector | e Concessions are given for STEs when participating in events

(2010) organised by the SLTDA (only 25% of the actual cost is charged to
attending a recognised trade fair).

e Introduction of minimum rates by the government for the star
rated hotels in the capital city of Colombo

Human resources e Meeting the human resources gap of the accommodation

developments of the industry: Providing training for four major sectors, namely: a)

industry Food & Beverage, b) Professional Cookery, c) Housekeeping and d)

(2010) Front Office Operation. Sri Lanka Institute of Tourism and Hotel
Management is providing programmes specialising in these areas
and

e Providing training for tour guides, home stay hosts and other
formal and informal sector service providers

Marketing and Visit 2011 campaign
promotion e In the visit 2011 campaign, Sri Lanka Tourism focuses on eight
(2010-2014) product categories under the theme ‘Eight wonderful experiences

in eight wonderful days’ and launched the programme
internationally

Web Portal

e Sri Lanka Tourism has developed a web portal for tourism that is
accessible to any potential tourist who needs information about
the country, attractions, events, accommodation, tours
organisers, transport etc.

Promoting domestic tourism

e Increase government investments in large scale domestic rest
houses.

e Creation of awareness about lesser-known attractions using
different media accessible to the domestic tourists such as TV
documentary series narrated by popular artists.

Sources: (Ministry of Economic Development, 2010; Nawaratna, 2011; SLTDA, 2014)

Negative political effects and risks to tourism industry

Even though the war has come to an end the government is still facing human rights
issues, and these factors affect the country’s image and influence the tourism industry in
a negative manner (Pluss, 2015). Frequent elections have also created a threat to the
tourism industry because during the election period curfews were implemented in some

places to control the situation.

When political risk introduces additional elements of uncertainty into the rules
governing tourism investment projects, the risk of capital loss is also raised for longer
term projects (Nawaratna, 2011). Political risk also negatively influences the timing and
pricing of the tourism production process. The negative image of the country, lack of

foreign exchange for tourism development, weak institutional frameworks for tourism
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planning, political instability caused by communal violence, and civil war conflicts are

some of the political risks and inhibitors to tourism development in Sri Lanka.

Impact of political factors on technology

Political factors affect technology in terms of infrastructure and other facilities such as
training and awareness programmes available for the businesses to operate smoothly.
One of the six main post-war goals set by the government was converting Sri Lanka into
a technology hub in the region. Targeting this, several initiatives have been taken to
develop ICT infrastructure in the country and to provide ICT training programmes to
improve ICT literacy, especially in rural regions. With the development of infrastructure,
access and affordability of the Internet and other technologies for businesses were
improved (Central Bank of Sri Lanka, 2014). Before 1996, all the telecommunication
services of the country were centralised to Sri Lanka Telecom. Liberalising the authority
in telecommunication allowed private businesses to enter the industry, which provided
a great improvement in coverage and availability of the services throughout the country.
It also reduced prices, making telecommunication services affordable for small
businesses. The government launched e-Sri Lanka, a national development initiative in
2003, with the aim of enhancing growth and equity through improved access and use of
information communication technology, in particular of the knowledge industry and
SMEs (refer to Table 4.10). Under this Information and Communication Technology
Agency (ICTA) of Sri Lanka initiated training centres for communities called ‘Nana Sala’.
Training programmes conducted in these centres and ICT support programmes in
schools also positively affected the use of technology in an effective manner in society
as well as in businesses (ICTA, 2010). Table 4.10 presents recent government initiatives

to promote ICTs in Sri Lanka.

Table 4.10: Sri Lankan government initiatives to develop ICTs in the country

(Establishment of the ICTA ICTA was created in 2003 as the body in charge of the
(established in 2003 and implementation of ICT policies for Sri Lanka. The agency is
expanded in 2010) responsible for the main programmes:

¢ |CT Policy, Leadership, and Institutional Development;
¢ Information Infrastructure;

e Re-engineering Government;

¢ ICT Human Resource Development;

84



¢ ICT Investment and Private Sector Development; and

e E-Society
Develop high-speed Telecom Regulatory Commission of Sri Lanka (TRCSL)
broadband services in Sri commenced its broadband initiative in 2010
Lanka and increase its usage | A unit has been established to monitor broadband quality and
(2010) the speeds of services, which publishes its findings regularly to
raise public awareness
e-Sri Lanka Initiative ¢ Establishment of the Lanka Government Network (LGN) to

(extended e-Launch in 2011) | provide the necessary infrastructure to connect government
organisations and local bodies.

¢ Launching the Lanka Gate to provide online information and
services relating to Sri Lanka.

¢ Introduced a new Electronic Travel Authorization Visa called
ETA VISA for a short visits to Sri Lanka.

ICT skill development The Nenasala Project
(2011) Provide facilities for rural primary schools throughout the
country.

Telecentres or knowledge centres

Provide ICT services to rural and semi-urban communities.
Connect a School, Connect a Community

Telecommunication regulation commission of Sri Lanka with the
International Telecommunication Union (ITU) inaugurated a
project in 2011 to connect schools in rural areas using a public-
private-people’s partnership. Telecommunication operators and
NGOs have joined the project as partners to provide access to
education through ICTs.

eNable project

ITU and the National Information Society Agency of the Republic
of Korea are implementing a joint programme on Korean IT
Volunteers in 2012 to provide ICT training for disabled and rural
communities.

Sources: (ITU, 2012), (Department of Census and Statistics, 2014), (ICTA, 2010)

4.4.2 Economic factors

Economic factors in the PESTEL refers to the macro economic factors such as economic
growth rates, unemployment rates and exchange rates etc. that affect an industry and
businesses (Scholes & Johnson, 2002) .

According to the International Monetary Fund (IMF), Sri Lanka is recognised as a fast
growing middle income country. It has a yearly gross domestic output of US$67.2 billion
as of 2013 and a GDP of USS$158 billion in terms of purchasing power parity. It recorded
a GDP growth of 8.3% in 2013 (International Moneytory Fund, 2015). The Sri Lankan
tourism industry is one of the fastest growing sectors of the economy with an average

annual revenue of USS$2,400 million (SLTDA, 2014). At present, nearly half a million
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international tourists visit the country every year. Tourism makes an immense
contribution to the country’s economy.

With the aim of converting the tourism industry into the largest foreign exchange earner
in the economy by 2020, the Sri Lankan government has initiated several programmes
and projects to promote the industry. Implementing a favourable taxation policy for
investors and the promotion of the Homestay project are two such projects to improve
the tourism industry after the war (SLTDA, 2014). The Homestay project was introduced
with the objective of empowering local communities by creating tourism related
employment and distributing economic benefits through tourism and to support the
demand for supplementary accommodation in urban areas. (SLTDA, 2011b). To promote
the project, an interest free loan and free comprehensive training was given for eligible
home owners. During the first year of the launch of the programme, 125 homestays
were registered at SLTDA with more than 300 rooms (SLTDA, 2011b).

For other investments, the government currently offers a 4- to 12-year-tax holiday
depending on the nature and scale of the project (BOI, 2015). Foreign investors are given
very attractive incentives for investments, including income tax exemption on interest
on foreign loans including investor friendly rules and regulations (KPMG, 2015). The
incentives provided by the government have mainly attracted investment in the hotel
sector. The present hotel capacity of the country is 16,223 rooms. Through the
investment incentives it is expected that the present hotel rooms’ capacity will be
increased by up to 21,000, which will accommodate the target of 1 million tourists by

2016 (Ministry of Economic Development, 2010).

4.4.3 Socio-cultural factors
The socio-cultural environment consists of the whole range of behaviours and
relationships in which individuals engage in their personal and private lives, including the
characteristics of the population (e.g. age, sex, race or ethnicity, class), values and
attitudes, lifestyles and relationships (Scholes & Johnson, 2002).
Sri Lanka is a multicultural nation with a population of 20 million. The culture and the
society of Sri Lanka revolves around religion, which has a long history of over 2500 years.

There are many Buddhist temples in Sri Lanka and many mosques, Hindu temples and
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churches. Most of these religious and ancient places are tourist destinations that attract
both local and international tourists.

There are unique food and culinary arts available in Sri Lanka. The country offers a
variety of food and tropical fruits, which is one of the main parts of the stay of an
international tourist in Sri Lanka. Many hotels use this as a strategy to attract more
customers as many travellers have a preference to taste local foods as a part of their
travel experience. Another major attraction is the tea culture in Sri Lanka. Being one of
the largest and best tea producers in the world, Sri Lanka offers various types of tea for
its international guests.

The tourism industry of Sri Lanka suffers from a shortage of skilled labour in all areas of
work. Considering this issue, SLTDA implemented several programmes to fill the human
resources gap. Specifically in order to meet the human resource gap of the
accommodation industry it provides training for three major sectors, namely,
professional cookery, housekeeping and front office operation (SLTDA, 2015a). Sri Lanka
Institute of Tourism and Hotel Management and the University of Colombo provide the
programmes specialising in these areas (Nawaratna, 2011). To provide the human
resources for related services in tourism, SLTDA also conducts training programmes for
tour guides, homestay hosts and other formal and informal sector service providers
(SLTDA, 2011b).

Although tourism revenues help maximise economic benefits to local communities, the
continuous growth of this sector and large number of tourist arrivals has negative
impacts on society and culture as well. Tourists may not be aware of local customs and
traditions and they may not be informed of cultural differences and what is deemed
acceptable behaviour within a traditional Sri Lankan community (Nawaratna, 2011).
Unawareness of these customs may cause tourists to face difficult situations and result
in a bad holiday experience in Sri Lanka. These factors can lead to a decrease of
international tourists as well as causing long term social and community issues within
the country (Pluss, 2015).

Recent social changes in Sri Lanka as well as globally have meant that customers’
attitudes towards new technology and how they interact with their social groups have
had a direct impact on technology as well as the tourism industry. For example travellers

are getting more skilled and advanced in using technology and this has a major impact
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on the tourism businesses. Domestic travellers are also keen to use the Internet as a
source of information for their travel searches within the country. As mobile phone
usage with Internet facilities has greatly increased among the population (Central Bank
of Sri Lanka, 2014) these changes are also increasingly affecting how businesses use

technology in their key business processes.

4.4.4 Technological factors
Technological factors refers to the rate of new inventions and developments, changes in
information and mobile technology, changes in the Internet and e-commerce and
government spending on research (Scholes & Johnson, 2002).
In recent years Sri Lanka has achieved a commendable increase in the use of ICTs in
economic activities. The sharp growth in Internet services was the key highlight of recent
developments in the ICT sector in Sri Lanka (Central Bank of Sri Lanka, 2014). Internet
penetration grew by 9.8% in the year 2013. This has been largely supported by the
accelerated growth in mobile internet connections, followed by fixed internet
connections. Considering the rapid expansion in the coverage of Third Generation (3G),
Fourth Generation (4G) and fixed line internet services by mobile and fixed line
operators, it is expected that the drive for growth in Internet penetration will continue
in the years to come (Central Bank of Sri Lanka, 2014). Furthermore, according to a
report published by the International Telecommunication Union in May 2013, Sri Lanka
ranks first in the world for the lowest entry level fixed broadband charges. This is also
another factor that facilitates the growing trend of increasing use of the Internet in
economic and other general activities.
Other than technological infrastructures, the rest of the market in Sri Lanka in terms of
devices and software is dominated by Microsoft Corporation. Microsoft’s partnership
with Sri Lanka has firmly established itself as an integral part and significant contributor
towards the local IT industry (Microsoft Sri Lanka, 2015). The company is an active
participant in the government’s ICT development programmes in the country. Therefore,
from devices to software and training facilities in all the areas of ICTs, their influence is
widespread throughout the country.
Technological changes in the country along with the global trends have made major

changes in how the tourism industry operates. Due to the fact that reservations are
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mostly done through online means, it can be seen that the role played by the traditional
travel agents has greatly diminished. Especially among the small businesses, OTAs are
becoming much more established and traditional agents seem to be limited to grade

and luxury hotel services.

4.4.5 Environmental factors

Environmental factors refers specifically to ‘green’ issues such as pollution and wastage
and the influence made by regulations related to environmental issues (Scholes &
Johnson, 2002).

Sri Lanka is a beautiful tropical island in the Indian Ocean with an abundance of natural
resources. Sri Lanka has been a tourist destination for centuries because of its strategic
location and uniqueness. It is identified as one of the most popular tourist destinations
in the region due to its unique mixture of golden beaches, rich cultural heritage, diverse
landscapes and a significant number of wildlife destinations (SLTDA, 2012a) (SLTDA,
2012b). While the environment is a motivating factor for the tourism industry, the large
number of tourist arrivals also adversely affects the country’s natural environment. With
increasing tourists in coastal areas, which leads to development of mass tourism and
luxury tourism, there are negative outcomes such as social division, inflation of property
prices, congested traffic and increased environmental pollution (Nawaratna, 2011).

In order to establish a sustainable and environment friendly tourism, the government of
Sri Lanka has taken initiatives to promote “ecotourism”. Ecotourism resorts aim to
preserve the environment, culture and heritage, and benefit local communities who play

an active role in conserving biodiversity (SLTDA, 2013a).

4.4.6 Legal factors
The current legal system of Sri Lanka is a highly complex one. It is a blend of diverse legal
systems originating from Rome, England, Holland, South Africa, Arabia, South India and
Old Ceylon (Bary, 2003; Ministry of Justice of Sri Lanka, 2014). In recent years, there
have been many significant legal changes in Sri Lanka that have affected businesses in
many industries. The rules and regulations governing the tourism industry have also

been affected by these changes.

89



Sri Lanka’s tourism industry, which was institutionally set up in 1966 under the Ceylon
Tourist Board act No. 10 of 1966, operated together with the Tourism Development Act
number 14 of 1968 for over 40 years (ICRA Lanka, 2012). This law on tourism determines
the principles, regulations and measures on the establishment, activities and
administration of tourism, with the aims to promote, develop and extend tourism in
sustainable ways (Nawaratna, 2011). The key central government agencies for tourism
include:

e Ministry of Tourism
e Sri Lanka Tourism Development Authority (SLTDA)
e Sri Lanka Tourism Promotion Bureau (SLTPB)
e Sri Lanka Institute of Tourism and Hotel Management (SLITHM)
e Sri Lanka Convention Bureau (SLCB)
Figure 4.5 illustrates the structure of these government establishments

MINSTRY OF TOURISM

Office of the
Tourism Tourism

Advisory

Tourist
Police

Sri Lanka Tourism Sri Lanka Tourism Sri Lanka Institute of Sri Lanka
Development Promotion Bureau Tourism & Hotel Convention
Authority Management Bureau

Figure 4.5: Institutional structure of tourism authorities in Sri Lanka.

Source: (SLTDA, 2013b)

The principal organisation for tourism projects is the SLTDA of the Ministry of Tourism.
The organisation aims to transform Sri Lanka into Asia’s foremost tourism destination.
Some of its major activities include the following: Identifying and developing tourist
specific, unique products and services; formulating and implementing tourism
development guidelines; and facilitating and implementing the legal and administrative

process for new product and service development. Most of the tourist attractions are
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owned by the Government of Sri Lanka. They are managed with the control of several
government ministries such as Cultural Affairs, Tourism and Natural Resource
Management. Private business organisations in tourism that meet at least the minimum
standard criteria can be registered with SLTDA and avail themselves of its services.

Recent changes to the laws related to the tourism industry include:

Changes to the Sri Lanka tourist visa rule

Sri Lanka attracted a large number of visitors because of the easy access to the country.
Up until 2012 foreigners visiting the country could get an on-arrival visa, except those
from Singapore and the Maldives who are exempted from visa requirements. In January
2012, Sri Lanka implemented the Electronic Travel Authorization (ETA) for all travellers
visiting Sri Lanka, with a visa fee of US$15 for South Asian countries and USS30 for all
other countries ("Sri Lanka Electronic Travel Authorization System," 2012). Sri Lankan
hoteliers had initially expressed serious concern over this government move to charge
for visas for foreigners visiting the country (Nawaratna, 2011). However, with everything
going online it provided the visitors a convenient service to obtain visitor visas to Sri

Lanka.

Establishment of the tourist police

To ensure the safety of both local and foreign tourists, a fully-fledged tourist police force
has been established at SLTDA premises. It functions as a network of tourist police
stations in key areas for both local and foreign visitors. The division is responsible for
safeguarding Sri Lankans from negative practices such as the use of children for
commercial sex, drugs, and other undesirable activities as well as safeguarding
international tourists from harassment from locals (SLTDA, 2012b). The establishment of
the tourist police not only ensures the safety of the tourists but also ensures business
owners keep records of their guests. For security purposes accommodation
establishments are required to maintain at least basic information about their guests
such as their names, country, passport number and some form of contact details. The Sri
Lankan government has made arrangements to provide a facilitating legal environment
to both the tourism investors as well as the international tourists who arrive in the

country.
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The PESTEL analysis provided an overview of tourism and ICTs in Sri Lanka. In order to

provide a comprehensive context, the next section provides an overview of Sri Lanka’s

ICT and tourism performance compared to the neighbouring countries in the South

Asian region (refer to Table 4.11). These countries have a similar economic,

technological and social background to Sri Lanka.

Table 4.11: Overview of Sri Lanka’s ICT and tourism industry performance compared to
other countries in the South Asian region

Development Indices

Sri Lanka

Maldives

Country

India

Pakistan

Nepal

Bangladesh

ICT Development Index - overall 3.77 5.04 2.69 2.35 2.50 2.35
value/ world rank 116 86 138 146 142 145
ICT Access sub-index / world 4.51 6.22 3.32 3.39 3.16 3.06
rank 113 80 139 136 143 145
Fixed-telephone subscriptions per | 12.0 6.1 2.0 1.6 3.0 0.5
100 inhabitants
Mobile-cellular subscriptions per | 112.8 206.7 78.8 66.9 96.7 83.4
100 inhabitants
International Internet bandwidth | 13886 88008 5725 11907 2700 | 6181
Bit/s per Internet user
Households with a computer (%) | 24.2 68.5 14.1 19 8.9 8.2
Households with Internet access 18.1 49.6 20 24 6.3 11.0
at home (%)
. 1.70 4.30 1.25 1.09 1.35 1.02
ICT Use sub-index / world rank 131 7 142 148 139 139
Individuals using the Internet (%) | 30 54.5 26.0 18.0 17.6 14.4
Fixed-broadband subscriptions 3.1 6.5 1.3 1.0 1.1 2.4
per 100 inhabitants
Active Mobile-broadband 15.8 63.6 9.4 13.0 21.1 13.5
subscriptions per 100 inhabitants
. . 6.41 4.15 4.29 2.78 3.50 3.51
ICT Skills sub-index / world rank 75 126 122 150 138 137
Gross enrolment ratio (Tertiary) 20.7 13.2 23.9 10.4 15.8 13.2
Mean years of schooling 10.8 5.8 5.4 4.7 33 5.1

The Travel & Tourism 3.80 Not 4.02 2.92 3.27 2.90
Competitiveness Index/ world rank 63 listed 52 125 102 127
Direct contribution to GDP (USS bn) | 3.5 1.4 41 7.4 0.8 5.2

% of total GDP 4.6% 52.4% 2% 2.8% 1% 2.4%
Total contribution to employment 798.1 94.5 37315 | 3638.4 918.5 | 2346.2
(‘000 jobs) / % of total employment | 9.8% 60.4% 8.7% 6.2% 6.9% |4.1%

(Sources: ITU — Measuring the Information Society Report, 2016; WTTC — travel and tourism economic

impact South Asia, 2015; The travel & tourism competitiveness report, 2015)
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The ITU’s ICT Development Index (IDI) is a unique benchmark of the level of ICT
development in countries across the world. The IDI combines eleven indicators on ICT
access, use and skills, capturing key aspects of ICT development in one measure that
allows for comparisons across countries and over time (ITU, 2016). The ICT Access sub-
index captures ICT readiness and includes five infrastructure and access indicators. The
ICT Use sub-index captures ICT intensity and includes three intensity and usage
indicators. The ICT Skills sub-index captures capabilities or skills which are important for
ICTs and include three proxy indicators (refer to Table 4.11). When compared to Sri
Lanka, as shown in Table 4.11 the overall rankings of the countries in the south Asian
region show a similar level of ICTs while Maldives has a somewhat higher rank. For
mobile, broadband, and household internet connectivity and facilities the figures reveal
that the countries in this region have a common level of accessibility to these facilities
with slight variations among the countries. It should be noted that Maldives has
consistently ranked higher in all indices except for ICT skills which is lower than for Sri
Lanka and India. While Bangladesh and Pakistan are ranked relatively low in several sub-
indexes, all the countries in this region are between 100 and 150 in the world ranking of

175 countries.

While having a common ICT background within the region, tourism also provides
common ground for the region while again highlighting Maldives as the country which
receives the highest contribution from tourism to its economy. As a region, South Asia
possesses many valuable tourism resources and attractions, which could be important
vehicles for reducing the widespread poverty in South Asia (Rasul & Manandhar, 2009).
The region has a great potential for tourism development and demand has been growing
fast at a rate of 6.7% (WTTC, 2015). Its centuries old civilisations, rich and unique
cultural and biological diversity, diverse and vast array of geographic features, attractive
oceans and beaches, mountain ranges and very hospitable people, make the region a
very attractive place for intra-regional as well as international tourists. South Asia is the
‘Buddhist Heartland’ and the history, iconography and art associated with Buddhism are
found in numerous important archaeological sites in Sri Lanka, Nepal, India, Bhutan and

Bangladesh, and are major attractions for Buddhists all over the world (Rasul &
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Manandhar, 2009). Hence, tourism is considered a key revenue generating sector in the

economies of this region.

The Travel & Tourism Competitiveness Index (TTCI) covers 141 economies and provides
a comprehensive strategic tool for measuring the contribution of the travel and tourism
sector to the development and competitiveness of a country (Blanke & Chiesa, 2015). In
this ranking (where Maldives is excluded), all these countries are ranked above 125 of
the 141 countries considered. The economic impact of travel and tourism reports on
each country by the WTTC provide a clear picture of the contribution of tourism to the
economies of the countries in this region (refer to Table 4.11). In this regard, Maldives
stands out from all the countries in the region. Although not as high as Maldives, the
rest of the countries also receive a considerable contribution from tourism to their
economies ranging from 2 to 10% contribution to GDP and the total employment.
Therefore, tourism is seen as an important means of economic growth for the countries

in the South Asian region.

4.5 Chapter Summary
This chapter has explained the need for a detailed account of the research context in
line with the philosophical stance behind the research. First, it provided a general
overview of the country where the research was conducted. Next, the tourism industry
of Sri Lanka was described in more detail to provide a better understanding of the
research context including its different tourist regions. Finally, a PESTEL analysis of
tourism Sri Lanka was presented in order to provide a clear picture of the current
situation of the country and its tourism industry followed by an overview of the tourism
and ICT performance of other countries of the South Asian region. The next chapter
explains the design and methodological approach used for the empirical phase of the

research.
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Chapter 5: Research Methodology

5.1 Chapter Introduction
This chapter explains the methodological approach and design used in this research. The
chapter begins by identifying the research paradigms commonly used in IS research.
Then it justifies the choice of the post-positivist approach as the research paradigm for
this study, followed by an outline of the research design and process. Subsequently,
Section 5.3 details the case study research method including the rationale for choosing
the multi-case design followed by a description of the unit of analysis and case selection.
Section 5.4 details how data collection was performed in order to obtain the information
required to address the research question and aims. Section 5.5 introduces the
analytical framework that guided the template coding for data analysis and
presentation. Section 5.6 describes the ethical considerations of the study followed by a
detailed description of the validity and reliability of the study in section 5.7. The chapter

concludes with a summary.

5.2 Research Paradigm and Approach
A research paradigm is a belief system based on epistemological and ontological beliefs
which represent a worldview that defines, for its holder, the nature of the world, the
individuals placed in it and their possible relationships to that world and its parts (Guba
& Lincoln, 1994). Ontology is concerned with the form and nature of reality and what
relationships exist whereas epistemology is concerned with the nature of knowledge,
what valid knowledge is, and how valid knowledge is acquired (Guba & Lincoln, 1994).
Understanding the research paradigm in a study is important as it informs the choice of
research methodology. In the IS research field there are four commonly applied research
paradigms: positivist, post-positivist, interpretive, and critical (Myers, 1997; Orlikowski &
Baroudi, 1991; Walsham, 2006). These four paradigms are briefly described in the next

section followed by a justification of the research paradigm applied in this research.

Positivism is considered the dominant paradigm in information systems research (Liu &

Myers, 2011). Positivist researchers take the ontological stance that there is one
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knowable and observable reality. Epistemologically, positivism follows the natural
sciences and researchers take a scientific and objective perspective. Positivists generally
assume that reality is objectively perceived and can be described by measurable
properties which are independent of the observer and his or her instruments (Myers,
1997). A research methodology aligned with the positivist paradigm focuses on
developing and testing falsifiable propositions that specify relationships between
concepts occurring in the world (Orlikowski & Baroudi, 1991). Further, IS research is
classified as positivist if the research includes formal propositions, involves the
quantifiable use of variables, and seeks to test hypotheses and/or draw inferences from
a sample to the general population (Orlikowski & Baroudi, 1991).

Post-positivism has similar ontological and epistemological beliefs to positivism;
however it challenges the concept of positivism and suggests that when studying human
behaviour and actions, researchers cannot be certain about claims of knowledge
(Creswell, 2003). The limitations of positivist concepts are addressed by carrying out
inquiries in more natural settings, collecting more situational information, and
reintroducing discovery as an element in inquiry (Guba & Lincoln, 1994). In the post-
positivism paradigm, researchers must be able to see the whole picture, and rely not just
on facts but also on the context within which those facts occur (Ryan, 2006). While post-
positivist researchers continue to focus on reductionism, they also take into account a
broader picture than that of the traditional positivist. These aims are accomplished
largely through the increased utilisation of qualitative techniques (Guba & Lincoln,
1994).

The interpretive philosophy assumes that people create and associate their own
subjective and inter-subjective meanings as they interact with the world around them
(Orlikowski & Baroudi, 1991). Interpretive studies usually attempt to understand
phenomena through the meanings that people assign to them (Myers, 1997). Hence
while other researchers enter the field with informing theory, interpretive researchers
aim to avoid preconceptions. Interpretive methods of research in IT are aimed at
producing an understanding of the context of the information system, and do not
predefine dependent and independent variables, but focus on the full complexity of

human sense making as the situation emerges (Walsham, 1995a).
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On the other hand, critical researchers assume that social reality is historically
constituted and that it is produced and reproduced by people (Myers, 1997). Critical
research focuses on the oppositions, conflicts and contradictions in existing society, with
the aim of transforming society for the better. Critical research is common in social

science but very uncommon in the field of information systems (Liu & Myers, 2011).

Research paradigm of this study
Paradigm choice for a research project is influenced by three main considerations (Guba
and Lincoln, 1994; Orlikowski & Baroudi, 1991):

1) The basic belief system of the researcher,

2) The nature of the phenomenon of interest, and

3) The research questions.

The post-positivist research paradigm most closely aligns with the basic belief system, or
worldview, of the researcher in this study. Eagleton (2003, in Ryan, 2006) asserts that
the post-positivist worldview, though still objective and believing in a single reality,
considers not just the factors, but also recognises the importance of context in deriving
meaning and understanding of a situation. Thus, context is an important factor in
making sense of the world (Creswell, 2003). Ryan (2006) argues that post-positivists
“learn from”, rather than “test” reality. This fits comfortably with the aims of this

research as well as the way in which this researcher acts within the world.

The phenomenon of interest of this research was the business value of ICT and the
purpose is to extend the existing theory on ICT business value towards small enterprises.
The literature on ICT business value provided a strong basis for the study. The initial
guideline for this study uses the IT business value framework developed by Melville et al.
(2004) based on the theory of the resource based view. Thus, in keeping with the post-
positivist stance of commencing a study with some element of established theory
(Creswell, 2003), the researcher was able to identify a broad range of priori factors
applicable in ICT business value research, which form the basis of this study. The
adoption of the Melville et al. framework also supported the exploration and analysis of

the study findings to discover what role is played by these priori factors. This prior
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theorising from the literature provided an orienting framework from which overlaps,
contradictions, refinements, and qualifications to the existing theory could be developed
(Miles & Huberman, 1994, p. 22) in order to expand the theory into the context of small

businesses.

Although the overarching research question of this study “How do ICTs contribute to the
business value of STEs?” is exploratory, the literature review has identified several
aspects of business value of IT that are assumed to be generally applicable in the context
of larger organisations, yet it also implies that small businesses do not necessarily
experience the same contribution from their limited ICT resources. They may use
different strategies and face different barriers to utilising ICTs and gain business value
differently. The post-positivist approach accommodates the need for an in-depth
understanding of a study within a specific context. Accordingly, a combination of a priori
factors and the context within which they are studied formed the basis of the findings of
this study. Furthermore, Sri Lanka is the research context and this strongly affects the
sample and therefore the findings of this study may not necessarily be applicable to
other settings. A post-positivist approach acknowledges these limitations by accepting
that research findings are inherently connected to their research context. Although
internal generalizability of data can be achieved, this does not necessarily result in

universal generalizability (Yin, 2014).

This study is exploratory and needs in-depth understanding and is specific to the context
of Sri Lanka, hence it goes beyond a solely positivist approach. Interpretive exploratory
studies which have used a deductive approach also have some provision to use
conceptual elements of theory for a thematic analysis of data (Andrade, 2009). For
example, a study of an ICT initiative intended to bring development to rural
communities in Peru used a thematic analysis informed by the conceptual elements of
actor-network theory (Andrade & Urquhart, 2010). However, in this exploratory study,
the conceptual framework was used extensively to guide the research throughout the
entire process: from data collection to the drawing of conclusions. This approach went

far beyond the use of the deductive approach in the interpretive paradigm. Hence the
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interpretive stance was not considered an appropriate paradigm choice for this
particular study.

The phenomenon of interest, business value of ICT to STEs, might be amenable to an
interpretive stance, since different people might interpret business value differently.
However the underlying conceptual framework focuses on ways in which ICTs could be
used in business processes to gain business value by forming a set of business strategies.
A business strategy is not a social construct since it involves actual observable actions
taken by owner-managers in utilising their ICT resources. Since the focus of this research
is not on people’s different interpretations of these strategies, but rather the activities
which can be proven by evidence, an interpretive approach was not felt to be
appropriate to address the research question. Critical research is not considered suitable

for this study as social improvement is not a major focus of this study.

In summary, the post-positivist research paradigm supports both the focus of this study
as well as the methodological approach taken to answer the research questions by
acknowledging the subjective impacts of individual perceptions on IT business value, yet
also being concerned with the prior theorised literature. The next section describes and

justifies the method chosen to conduct this research.

Research Method

To conduct this exploratory study under the post-positivist paradigm a multi-case study
was identified as appropriate. This study requires an in-depth understanding of how ICTs
contribute to the business value of STEs. Quantitative methods such as surveys are less
appropriate in this type of exploratory study as description is difficult to acquire using
these methods. Furthermore, the literature review showed that, though a rich body of
research on the business value of ICT exists, the findings are inconclusive and there is a
lack of research in the context of small organisations. Therefore, a qualitative
methodology was chosen for this study. Qualitative research methods were developed
in the social sciences to enable researchers to study social and cultural phenomena.
Examples of qualitative methods which can be used based on a post-positivist

epistemology are action research, case study research, ethnography and grounded
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theory (Myers, 1997). Out of these methods, the case study approach, a comprehensive

research strategy defined by Yin (2003), was chosen for this study.

According to Orlikowski and Baroudi (1991) and Liu and Myers (2011), the case study is
one of the primary research designs for IS research along with surveys. In fact, case
study research is the most common qualitative method used in information systems
research (Orlikowski & Baroudi, 1991; Palvia et al., 2004). Yin (2003) defined a case
study as an empirical enquiry that investigates a contemporary phenomenon within its
real-life context, especially when the boundaries between phenomenon and context are
not clearly evident. This study involves a complex phenomenon which is still under
debate and findings so far are inconclusive. Studies on the business value of ICTs are
considered complex as ICT creates value in different ways and it is difficult to isolate and
separate the value created by ICT specifically. Moreover based on the literature review it
is evident that research focusing on ICT business value for STEs is lacking, which makes

the case study method a better choice for the research method of this study.

Case study research can be carried out within any of the research paradigms: positivist,
post-positivist, interpretive, or critical (Myers, 1997). Positivist and post-positivist forms
are currently the most popular, followed by interpretive, whereas there are few
examples of critical case studies (Dubé & Paré, 2003). Post-positivist case studies
present objective facts which should ultimately lead to generalizable findings. Literal and
theoretical replication techniques facilitate the generalizability of case study research
findings (A. S. Lee, 1989; Yin, 1994). Eisenhardt (1989) and Eisenhardt and Graebner
(2007), from a positivistic/ post-positivist perspective, affirm the usefulness of the case
study approach for building and extending theory, which is expected to be strongly
attached to empirical reality. The main difference between positivist and post-positivist

case studies is that the latter have a more exploratory element (Ryan, 2006).

Case research has been identified as a particularly suitable research method for
exploratory studies asking “How” or “Why” questions for investigating phenomena
within their natural settings (Yin, 2003). By having the overarching research question

(RQ) of how ICTs contribute to the business value of STEs and by analysing reasons for
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(RA3) why small businesses gain varied levels of business value from ICTs, this research
satisfies both the conditions specified by Yin, qualifying the case study as the
appropriate method to conduct this research. Table 5.1 depicts the key characteristics of

case studies according to Benbasat et al. (1987).

Table 5.1: Key characteristics of case research (Benbasat et al., 1987)

Phenomenon is examined in a natural setting

Data are collected by multiple means

One or few entities (person, group or organization) are examined

The complexity of the unit is studied intensively

Case studies are more suitable for the exploration, classification and hypothesis

development stages of the knowledge building process; the investigator should have a

receptive attitude towards exploration.

No experimental controls or manipulation are involved

7  The investigator may not specify the set of independent and dependant variables in
advance

8 The results derived depend heavily on the integrative powers of the investigator

9 Changes in site selection and data collection methods could take place as the investigatior
develops new hypothesis

10 Case research is useful in the study of “why” and “ how” questions because these deal with
operational links to be traced over time rather than with frequancy or incidance

11 The focus is on contemporaray events

ua b WN -

(o))

As illustrated in Table 5.1 (Benbasat et al., 1987; Yin, 1994) one of the key characteristics
of case study research is the need for the phenomenon to be examined in a natural
setting. To better understand the contribution of ICTs to business value, it should be
studied in a natural environment where ICTs are being used in the business processes of

STEs and no experimental controls or manipulations are involved.

Case study research can involve either single or multiple cases. Yin (1994) suggested
that a single case study is appropriate for studies where the case is unique or where the
research problem is exploratory in nature. Single cases enable researchers to investigate
phenomena in depth to provide rich description and understanding (Walsham, 1995b).
However, single case study research has been criticised as an inadequate methodology
in terms of inferring generalizability from the sample to a general population (A. S. Lee,
1989). To overcome the limitation of the single case study, research can be extended to

multiple case studies.
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Multiple-case designs allow cross-case analysis and the investigation of a particular
phenomenon in diverse settings (Darke, Shanks, & Broadbent, 1998). Multiple cases may
also be selected to predict similar results or to produce contrasting results for
predictable reasons (Yin, 2003). A multi-case study enhances the external validity of
findings by showing that the theory generated is applicable in more than a single
instance (Benbasat et al., 1987). The authors further suggest that multiple-case designs
are desirable when the intent of the research is description, theory building, or theory
testing as well as the extension of theory. Yin (1994) suggested that if research is to be
focused on building a theoretical framework and exploring its implications in different
settings, multiple case studies are important. The objective of this study is to explore
how small tourism can gain business value through ICTs and revise the existing business
value of IT framework towards the small organisations in similar contexts. Further,
multiple case studies enable the comparison of evidence, better data triangulation (Yin,
1994), and the use of procedures for coding and analysis (Guba & Lincoln, 1994; Miles &
Huberman, 1994). Hence multiple case design was chosen for this study to facilitate the
cross-case analysis and thereby mitigate the issues related to generalizability and validity

of qualitative research.

5.3 Research Process
The research process follows a sequence designed by Dubé and Paré (2003) to improve
the rigour of case study research in information systems. Their guidelines cover each

phase of the process: the research design, data collection, and analysis of the data.

Phase one of the research consisted of identifying the research gap and question and
aims of this study based on the literature review, as outlined in Chapters 1 and 2. This
was followed by the identification of the theoretical lens and development of an initial
conceptual framework to provide high-level concepts and their relationships to guide
the research design, data collection, and analysis. Then the theoretical and empirical
literature was located to verify that a post-positivist multi-case study was appropriate to

address the research question.
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Phase two involved the research design. First, it was necessary to gain a comprehensive
understanding of the research context including insight into the types of small tourism
businesses in Sri Lanka and circumstances in which they operate their businesses.
Without this knowledge, an appropriate selection of cases would not have been
possible. Using this knowledge, theoretical and practical criteria for case selection were
determined. Then based on the research question the case study protocol was
developed including an interview protocol and other appropriate additional data
sources. Using the interview protocol a pilot study was conducted using five cases. This
enabled the research design to be reviewed, assessed, and refined prior to the full data

collection.

In phase three of the research process, 35 semi-structured in-depth interviews were
conducted with owner-managers of STEs selected from each of the tourist regions of Sri
Lanka. In parallel with interviews, data were collected from other sources such as
documents, archival records and websites to verify and support the data collected at the

interviews.

At the beginning of phase four of the research, an analytical framework was developed
based on the conceptual framework to guide the data analysis and presentation in
template coding. Then an overall analysis of the 35 cases and a cross-case analysis were
performed. Finally, the results were interpreted and the initial conceptual framework
was revised in order to reflect how ICTs contribute to the business value of small
tourism organisations in Sri Lanka. Figure 5.1 illustrates the research process and the

purpose of each phase. Each of these phases are discussed in the following sections.
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Business value of IT
Tourism

ICTs in tourism

Small Tourism Enterprises

Identify the research gap, research
questions and set objectives

Resource Based View of the firm
Business Value of IT model by
Melville et al. (2004)

Tourism production system by
Poon (1993)

Tourism business processes by
Alford (2005)

Identify the theoretical lens and
formulate the proposed concepts
informing the research design and

data analysis

&
<«

Study the research context

Providing a comprehensive
understanding of the research
context

Develop interview schedule and
case protocol

Ensure research question and the

aims are addressed

Pilot study of five cases

Verify the case study protocol

35 semi-structured in-depth
interviews with owner-managers of
STEs

Collect appropriate data to address

the research questions

Data analysis framework

Develop a framework to guide the
data analysis based on the
conceptual model

Overall case analysis

Presents the findings in order of the
constructs in the conceptual model
focusing on each of the research aim
and answering the “How” question

Cross case analysis

Compare and contrast the findings
and answer the “Why” question

Discussion

Interpret results and revise model
for business value of IT for STEs

Figure 5.1: Research process
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5.4 Case Design
Case study design involves identifying the unit of analysis, choosing criteria for case
selection, determining an appropriate number of cases, selecting appropriate methods
for collecting data pertaining to each case, and designing data collection instruments
(Yin, 2003). The data analysis phase also involves design decisions. For example, should a
pre-defined framework of categories or analytic codes guide data analysis, or should the
analysis be purely inductive? The following sections describe how this study addresses

these issues.

5.4.1 Unit of analysis
In case study research, the unit of analysis determines the ‘case’ under investigation
(Yin, 2003), and sets a boundary around the phenomenon of interest (Miles &
Huberman, 1994). The unit of analysis can be any bounded phenomenon such as an
individual, group, role, process, project, activity, event, organisation, nation,
intervention, or geographical location and should be determined by the research
guestion (Miles & Huberman, 1994). The research question of this study is how do ICTs
contribute to the business value of STEs? Therefore, following the advice of Miles and
Huberman (1994) on case selection, the unit of analysis in this study was primarily
determined by the research question, which is a study of organisations (STEs). The
information intensive nature of tourism which enhances the ability of ICTs to contribute
to businesses in this industry and the significance of small tourism businesses to the
economy of Sri Lanka were described in detail in Section 1.4 and Section 2.6 which

guided the choice of organisations for this research.

5.4.2 Case selection
Both theoretical criteria and practical constraints guided the case selection. Theoretical
criteria ensure that cases selected have the potential data to answer the research
guestion whereas practical considerations constrain the nature and number of cases

(Eisenhardt, 1989; Yin, 2003).
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Theoretical Case Selection Criteria
Theory-based case selection is a recommended practice in multi-case study research
when working in the post-positivist paradigm (Eisenhardt, 1989). This is done through
the replication logic suggested by Yin (2003). Each case must be carefully selected so
that it either (a) predicts similar results (literal replication) or (b) predicts contrasting
results but for predictable reasons (theoretical replication) (Yin, 2003, p. 47). Following
Yin (2003), in this study cases were selected to predict similar results and to facilitate
cross-case analysis by comparing like with like. Therefore out of the different categories
of accommodation (as described in Table 4.6) only small hotels, guest houses, bed and
breakfast units and homestays were considered when selecting the cases. These
categories of accommodation mostly share common features regardless of the resort
region and market focus. Therefore the findings from these organisations will be
applicable in general to STEs. These business types are evenly spread throughout the
resort regions thereby facilitating a representative choice from each region. Literal
replication cases met the following theoretical criteria:
e Registered as a small tourism enterprise
STEs selected as a case should be registered as a business under the Tourism
Development Authority of Sri Lanka (SLTDA). To obtain the registration
businesses need to maintain SLTDA set standards which in turn provided an

appropriate selection of businesses as cases for investigation.

e Comes under the category of accommodation
The business should be in the category of accommodation under the tourism
sector profiles of a guest house, small hotel, bed and breakfast unit or a
homestay. Out of the various sectors of tourism businesses, the accommodation
category was selected as it is one of the major contributors to tourism and a
tourism sector that increasingly uses ICTs in business processes (refer to Section

2.3).

e Number of fulltime employees between 0 and 20
As described in Section 2.3.4 one of the criteria to define a small business in Sri

Lanka was that the number of employees is fewer than 20. Therefore a business
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selected for the study could be a zero-employee enterprise which is managed
and operated by the owner him or herself or with labour input provided by fewer

than 20 employees.

e Uses ICTs at least in one business process- The business should use any kind of
ICT in operating the business which may vary from maintaining records in a
personal computer to conducting business online. This criterion was used to

ensure ICTs are contributing to the businesses at least at a minimum level.

Practical Case Selection Criteria

Eisenhardt (1989) argues that the number of cases in post-positivist case study research
should be between four and ten for the practical reasons of controlling time and
managing complexity. However, Yin (2014) argues that one of the main considerations in
multiple case studies is deciding on the number of cases sufficient for the study. Yin
further suggests that based on the literal and theoretical replications the researcher
should decide on the number of cases deemed sufficient for answering the research
guestion. The cases selected for this study are small organisations which have 0 or fewer
than 20 employees and are mostly managed by the owner of the business. Therefore
each case could be covered in one in-depth interview with either the owner or the
manager of the business. Miles et al. (2013) suggest that when data collected from each
case is thin (not rich and complex) 20 to 30 cases should be studied for sampling
adequacy. Following this advice, based on the number of STEs registered at SLTDA (refer
to Table 5.2), 35 organisations were considered appropriate to provide enough cases to
support the theoretical design discussed in the previous section, and to provide enough

meaningful data to answer the research question.

Another practical constraint in selecting cases was the selection of sites for the 35 cases.

The application of theoretical replication in selecting the case sites is described next.
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Table 5.2: Registered tourist accommodation businesses in resort regions of Sri Lanka

. Boutique
Tourist Hotels (Star Bangalows/
Hotels/
Rated) i) . Rented Homes
= | Villas ®
S & Apartments | §
Resort Region District ‘é ‘T:, A 7 ;
2|82 5|, £ 2 B
9138 | T | = > v |0 g ©®
22|53 8|83 3¢
* = |lz2|a’| 8| 8| v|®|aE
Plels|.| [BlEIB 2|2|5|5(52
* [ *lil3|+]|o|0|@a|a|a | T|a|x
1 Colombo City
Colombo 6| 4| 3| 2| 9| 12| 41| 40| 3 1| 48| 25| 15
Colombo City (Total) 6] 4| 3| 2| 9| 12| 41| 40| 3 48| 25| 15| 209
2 Greater Colombo
Gampaha 0|l 0] of 3| 3] 11| 33| 27| 1 1 7| 10 3
Negombo 1 1| o] 2| 1f 12 12| 8 O 1] 5 2 1
Greater Colombo (Total) 0 5 23| 45| 35 1 2| 12| 12 4| 145
3 South Coast
Galle 2| 1| 1| 6| 4| 32| 50| 43| 10| 13| 15| 17 1
Hambantota o o] 1 2| 2| 9 8| 16 2| 3 1 0
Kalutara 2| 2| Of 4| 1| 17| 24| 22| 1 2| 7| 8 0
Matara of o 1f 1| 1| 6] 15| 18] 1 o 5 2 0
South Coast (Total) 4] 3| 3| 13| 8| 64| 97| 99| 12| 17| 30| 28 1| 379
4 East Coast
Ampara Of O] Of O Of 2| 4 19 O 0| 28/ O 0
Baticaloa 0O o] of of o 4 4 5 1 1 0 0
Trincomalee O 1f of 2| o 3] 7/ 4 O 0 1 3 0
East Coast (Total) 0 1| o 2 of 9| 15| 28 1 1 29 3 0 89
5 High Country
Badulla Of O] Of 0o of 7/ 10| 16| O o 71 7 0
Monaragala o 1f of o] 11 4 7| 6 O o O 0 0
Nuwara Eliya 0Ol 2| 2 Of 4 4 11| 6] O 4 6| 2 0
Ratnapura 0O O of 1 1} 1f 10| 7 1 0O O 1 0
High country (Total) 0 3| 2| 1| 6| 16| 38| 35| 1 4] 13| 10 0| 129
6 Ancient Cities
Anuradhapurd 0| O] 1| 1 2| 3| 10| 11| 1 o 2 4 0
Dambulla 1 of 11 of of ©Of Of 0O O o 1] O 0
Kandy 2| 1| 1| 5| 3| 13| 24| 18| 1 4| 22| 18 0
Kegalla Of 0o O O o 1] 16 7/ O o0 0O O 0
Kurunagala O of of 1 1} 0] 11| 18 O 1 0 0
Matale 1 1 2| 2| 1f 7f 13| 5 2 1l 2 1 0
Polonnaruwa o 2 1 1f 1} 4f 11} 5 0 0 0 0
Ancient Cities Total 4 4| 6| 10| 8| 28| 85| 64| 4 6| 27| 23 0| 269
7 Northern Region
Jaffna 0ol O of of 1 7| 10 0o O
Vanniya 0O 0] of 0] 0O 3] 2 O o0 0 ©O 0
Northern Region (Total) 0O Oof of] of of 1/ 10| 12| O 0 0o O of 23
Grand Total 30| 32| 28| 66| 70(306(662|626| 44| 62| 318| 202| 40|1243

Source: SLTDA & IFC World Bank (2013)
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Case Site Selection

Once the number of cases to be selected was established, the next step was the site
selection. Site selection for this study was guided by type (b) replication logic. Each case
was carefully selected so that it predicts contrasting results but for predictable reasons
(Yin, 2003, p. 47). This facilitated the selection of cases from different tourist resort
regions which have unique attractions. Further Benbasat et al. (1987) suggest that the
organisation-level phenomena require site selection based on the characteristics of
firms. These may include the company size, the nature of the businesses, organisational
structure, and geographic coverage and so on. Since this study is about organisations in
the tourism industry, following Benbasat et al. (1987) and Yin (2014) this study
considered the types of tourism accommodation businesses and their geographical

distribution in Sri Lanka when selecting the case sites.

When considering the seven resort regions of Sri Lanka, greater Colombo Region, South
Coast, East Coast and the Northern Region can be put into one major category as their
main tourist attraction is beaches and other coastal resources. The other three regions
are unique in their tourist attractions they offer such as Colombo City by being the
gateway to tourists and for its business importance, the High Country for its natural
resources and scenic beauty and the Ancient Cities for their cultural heritage. Among the
regions which are famous for their beaches, the Northern Region and the East Coast are
yet to be developed for international tourism. Though the greater Colombo Region
includes well-developed accommodation and other facilities for the tourism industry,
the largest region among the four is the South Coast and it has been the most prominent
tourism destination since the beginning of the tourism industry in Sri Lanka (Tranter et
al., 2009). Further, this region contains the highest number of registered tourism
accommodation businesses. Therefore the South Coast can be considered broadly as a
representative of the other three regions which have common tourism attractions of
beaches and coastal resources. Hence three unique regions, along with the South Coast
were selected as the case sites for this study: Colombo City, High Country, and Ancient
Cities. The distribution of the accommodation STEs in major resort regions is depicted in

Figure 5.2.
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m High Country

m Ancient Cities

= Northern Region

Figure 5.2: Distribution of accommodation in resort regions of Sri Lanka

Based on the theoretical criteria described above a list of organisations was generated
representing the selected categories of accommodation for each region. The number of
organisations selected from each category was decided on the basis of their percentage
distribution in each region. A systematic technique was used in order to select
organisations which best represent each category of accommodation (O'Leary, 2009).
From the list of each category of STEs arranged in alphabetical order every third
organisation was selected. If the selected organisation was not willing to participate the
next in the list was selected until the required number was reached. The distribution of

the selected 35 organisations among the four regions is depicted in Table 5.3.

Table 5.3: Distribution of cases selected from resort regions

Type of Business
Region Small Guest Home- Bed & Total
Hotels | House stays Brealffast
Units
Colombo City 1 2 1 2 6
South Coast 2 5 2 5 14
High Country 1 2 1 1 5
Ancient Cities 2 4 1 3 10
Total 6 13 5 11 35

5.5 Data Collection
Yin (2003) explains six main sources of evidence that can be used to collect data in a

case study: documentation, archival records, interviews, direct observation, participant-
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observation, and physical artefacts. This method of collecting data from different
sources is a recommended practice in post-positivist case research as well as making
data triangulation possible (Benbasat et al., 1987; Dubé & Paré, 2003; Eisenhardt, 1989).
The primary method of data collection for this study was semi-structured interviews
which followed a pre-designed schedule including closed and open-ended questions. In
addition to interviews, other sources of data such as documents, notes and sketches
were collected. The data collected from these additional sources along with the archival
data and organisation websites were used to facilitate triangulation. The next sections
describe how each of these methods was applied in data collection and what purpose

they served in answering the research question.

Interview Protocol

Semi-structured interviews were undertaken to obtain information directly from the
respondents. A semi-structured approach is considered less formal but enables the
researcher to take “control over the line of questioning” by using the checklist of
guestions (Creswell, 2003, p. 186). As the interviews were the main method of gathering
data, interview questions were crucial to the success of the study. Therefore following
Yin (2003), the interview protocol was developed by directly linking to the conceptual
framework and focusing on the research question and aims. Table 5.4 illustrates the

interview protocol sections with their intended purposes.

Table 5.4: Interview protocol sections

Conceptual Sections of the Interview Protocol Purpose
Framework
Firm Profile
e Interviewee details including the name, age, and | To obtain firm’s and
role in the organisation its owner-manager’s
e Organisation details, including the category, size, | Packground
market focus, duration and structure of the information
organisation
Focal Firm | ICT Resources Focus on first
e Organisation’s technological ICT resources; research aim; to
devices software and ICT Infrastructure identify the
e Organisation’s human ICT resources organisational factors
Complementary Resources Focus on fi'rst
e Organisation’s complementary resources research aim:
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Business Processes exploring how ICTs
e Key business processes of the organisation and are being used in
the use of ICTs in them STEs

Industry Characteristics
e Industry trends and changes in the business after | Focus on second

the civil war in 2009 research aim:
e Industry characteristics which influence the identifying the
operations of the organisation external factors

External

i Trading Partner Resources and Processes
environment

e Trading partners of the organisation and their
collaboration with the business

Government Support
e Assistance received from the government for

STEs
Busi Business value of ICT Focus on overarching
usiness e How ICTs contribute to the business value of the research question
Value of ICT . S -
in STE organisation and third aim: finding
in STEs . . . . .
e Participant’s view about the role of ICTs in their reasons for varied
business and in the tourism industry in general business value gained

The protocol was reviewed by two academics with experience in ICT and tourism before
it was used to collect data. Then, a pilot study was conducted with the purpose of
confirming whether the case protocol, data gathering procedures and instruments were
fit for their purpose. Selection of the pilot case was based on convenience, thus five STEs
from Colombo City representing different categories of accommodation were used in
the pilot study. The pilot study identified that the business processes of the STEs in Sri
Lanka are a simple set of combined processes. Due to the nonexistence of complex
business processes and the inability of owner-managers to detail the processes
separately, the questions related to detailed business process mapping were slightly
modified. The questions were simplified in order to improve the clarity of questions for
owner-managers to understand and the questions were re-ordered to provide a better
flow to the protocol. The interview protocol used for the post-pilot cases is provided in

Appendix A.
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Website

The official organisational websites provided information about the organisations. These
sites provided background information about the organisation, facilities, complimentary
services, contact details and maps. Some sites provided direct booking through websites
and links to guest reviews in TripAdvisor or directly displayed reviews on the website.
Analysis of the website content was performed in order to verify the data collected from
the interviews. In addition to the business website, data from trading partners’ websites
were also collected. Using the TripAdvisor website an analysis of reviews was performed

to support the findings of the interview data.

Documentary evidence

Corresponding data was gathered through analysis of relevant documents. According to
Yin (2014), documentary information is relevant for every case study topic except for
studies of preliterate societies. The term ‘documents’ covers a wide range of different
kinds of sources: personal documents, official government documents, official
documents from private sources, and mass media outputs (Yin, 2014). In this research,
relevant documents included business documents such as strategic plans, manual
records of business accounts and customer databases. Documents created using ICTs
such as promotional flyers and restaurant menus for daily display were also examined.
Official government documents such as policies, reports, and announcements, ICT
project progress reports, and other official records such as statistics from the SLTDA on
tourist arrivals and accommodation as well as some economic indicators from the
Central Bank of Sri Lanka were also collected and examined. This documentary evidence
was important for verifying the data collected from interviews. Yin (2014) explains that
documents can provide specific details to corroborate information from other sources.
Thus, the analysis and review of documents provided a rich source of information with

which to complement and supplement data collected through interviews.

Sketches
Although structured business process mapping was not performed due to the nature of
the STEs, sketches of key business activities were made during the interviews to identify

critical points where ICTs could contribute to those business processes. Some
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participants also made sketches and explanatory diagrams to describe how ICTs were
being used in their businesses. These sketches were stored as field notes for each case
file.

Multiple sources of evidence as described above were used to complement and
triangulate data gathered through the semi-structured interviews, which enhanced the

rigour of data collection and added credibility to the study.

Data Collection Process

Following the case selection criteria outlined in Section 5.4.2, contact details for the
owner-managers of the STEs were obtained from the business registry of SLTDA. Initially,
an email was sent to each owner-manager inviting them to participate in an interview
with a short description of the research. Just over half (50-60%) of the emails were
replied to within a week, asking the researcher to make contact over the phone. An
immediate phone call was made to the owner-managers who replied to the email to
arrange an interview. For the organisations who did not reply to the email, a phone call
was made in the second week requesting an appointment for an interview. Almost all
(90%) of the phone invitations were accepted and interviews were arranged. The rest of
them were also willing to participate but it was difficult to schedule time for an
interview due to their business activities and conflicts with the researcher’s other
interview appointments. A second round of emails and phone calls were made until the
required numbers of interviews for each region were fulfilled. Every effort was made to
suit the participant’s work schedule when organising the interviews. Considering the
convenience of the interviewee, all the interviews were conducted in their respective
business premises. The process was continued until the required number of interviews
had been conducted. Data were collected during the three months from April to June
2014. Starting from the Ancient Cities region interviews were conducted in each region.
This helped to build understanding of the regional dynamics of the cases.

Before the interview, a copy of the participant information sheet and the participant
consent form were sent (see Appendices B and C) attached to an email message.
However, a hard copy was always carried with the researcher in case the document was
not printed by the participant. Twenty-seven interviews were conducted in English and

eight were in the Sinhalese language. All interviews took between 40 minutes to 1%

114



hours. After the interview, a thank you email was sent to the participant. All the
participants gave permission to record the interviews; however some participants did
not want to include their comments on government activities in the transcripts so those
comments were removed. Transcripts were sent to the participants for verification
(steps taken to ensure the validity of data collection are illustrated in Table 5.6). After all
interviews in one region were completed, an initial analysis was conducted using memos

to reflect on the particular characteristics of the region.

5.6 Data Analysis

Data analysis is the process of organising and reducing the raw data so that the
researcher can bring meaning to it (Miles et al., 2013). The two main approaches for
data analysis are inductive and deductive. Inductive analysis is defined as deriving
themes and understanding from collected data whereas deductive analysis uses
predefined codes (Thomas, 2006). Miles et al. (2013) present a detailed account of data
analysis which is consistent with the inductive approach, comprising three phases: data
reduction, data display, and conclusion drawing. The purpose of the inductive analysis is
to allow findings to emerge from the data without enforcing the constraints of a
particular methodology. On the other hand, deductive analysis allows the researcher to
begin with a coding scheme agreed in advance based on the conceptual framework and
research questions. In alighment with the post-positivist stance which begins the
research with an established theory but allows new themes to emerge (Creswell, 2003),
this study analysed the data using a combination of inductive and deductive analysis.
The deductive analysis was guided by N. King (1998) template coding and the inductive
analysis outlined by Miles et al. (2013). This method of analysis is in alignment with Yin
(2014) who recommends a combination of two analytic strategies when a case study has
20 or more cases. The steps taken to ensure the validity of data analysis in post-positivist
case studies are illustrated in Table 5.7.

As outlined in phase four of the research process, the data analysis began by developing
an analytical framework to guide it. The analytical framework was based on the
conceptual framework. The analysis consisted of two phases for overall case analysis
and the cross-case analysis. Figure 5.3 illustrates the analytical framework with the
sequential steps followed in analysing the data.
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Activity

Outcome

‘ Data Collection = Transcribing=> Coding
Phase 1

Focal Firm

Initial Template
for analysis

B . 4
0 > The level of available ICT
e |CT Resources and complementary
e Complementary resources resources in STEs
-
> contribute to their
¢ Distribution and Sales performance
¢ Service delivery
-

¢ Management

Competitive Environment

Trading Partner Resources

¢ Online travel agents
¢ Online review sites

¢ Industry trends
¢ Government initiatives
¢ Customer trends

Industry Characteristics

The effect of OTAs

Research aims focused

resources and processes on
STEs

7

Effect of online review sites

on STEs

—>

Effect of industry
characteristics on STEs

Phase 2

\ 4

Case clustering

e Life style Vs Profit oriented

e International Vs Domestic
Focus

¢ Tourist region

¢ |CT resources

e Complementary resources
o |CT strategies

» Drawbacks and barriers

Cross Analysis

—>

Determine the basis for
clustering the cases

—>

Reasons for varied levels of
business value gained

Final Template

-->

ol BN

Answer the research question (RQ) and revise the initial conceptual model of business

value of IT for STEs

Figure 5.3: Analytical Framework
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Starting from the preparation of data for analysis, the following section describes how

each step of the analytical framework was followed in this research.

Preparation of Data

The primary data source was the audio-recordings of interviews. Data collected through
interviews needed to be transcribed in order to refine them into text conducive to
analysis (Miles & Huberman, 2013). The researcher transcribed all 35 recordings. Out of
the 35 interviews eight were conducted in the Sinhalese language and translated into
English by the researcher. Translations were validated using a professional translator.
Completed transcriptions were sent to the participants to ensure the accuracy and two
weeks’ time was given for confirmation. Twenty-five participants replied confirming the
accuracy of transcripts and as mentioned in the message sent to the participants, the
rest were considered to be confirmed at the end of the two-week period. Transcriptions
and data from all other sources were organised and stored according to region. For each
region, an individual computer folder was allocated with a subfolder for each case which
stored electronic records including audio files, transcripts, contact information and
website addresses. Once the participant check was completed, the transcripts were
uploaded to the qualitative data analysis tool NVivo. An initial template of codes was
built based on the conceptual framework of the study. Although initial coding was done
using the NVivo tool, the data were later transferred to a Microsoft Excel file. Each
element of the theoretical framework could be better addressed by the utilisation of
tables and charts for the overall analysis and visualisation of the data was easier in cross-

tabular format in Excel for the cross-case analysis.

5.6.1 Template coding
Template analysis is a type of thematic analysis that balances a relatively high degree of
structure in the process of analysing the textual data with the flexibility of adapting it to
the specific needs of the study. In template coding, the researcher produces a list of
codes (a template) representing themes identified from the existing theory which are
defined a priori, but they are modified and added to as the researcher reads and
interprets the texts (Guillet & Law, 2013, p. 118). King further suggests that whether to

start with tightly defined and largely predetermined codes or with only a few defined
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codes which use the template in a flexible way should be determined by the
philosophical orientation of the researcher. Therefore under the post-positivist stance
selected in this research, codes in the initial template were broadly defined and kept
flexible so the template could be modified with emerging codes from the interview data.
Developing the template for data analysis involved several steps including setting up the
initial template and revising and finalising the template. Each of the steps followed is

described below.

Creating the initial template
As suggested by N. King (1998), deciding how extensive the initial template would be

was important as too many prior codes could restrict the analysis and prevent
exploration of more pertinent issues. On the other hand, too few codes could lead to a
lack of clear direction and an overwhelming mass of rich and complex data. Therefore,
King suggests the use of an interview topic guide as a better way to start the initial
template. Interview questions were mainly based on the conceptual framework.
Therefore the variables of the conceptual framework were used to generate initial codes
for the template. The main questions from the interview guide were used as the higher-
order codes. Higher-order codes were subdivided into several levels of lower-order
codes based on their relative importance to IT business value thereby increasing the

depth of the analysis.

Revising the template
Once the initial template was constructed, data from the interview transcripts were

coded. At this stage, inadequacies in the initial template were revealed, requiring
changes to existing codes or the addition of new codes. Following the guidelines of
Guillet and Law (2013) this modification process was performed iteratively to develop
the final template. Modifications of the template included insertion of new codes,
deletion of irrelevant codes, changing the scope of codes, and changing higher-order
classification as described below.

Insertion: when there were any concepts and views presented by owner-managers
which were of relevance to the research question, but not covered by any existing codes

in the template, those items were added as a new code.
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Deletion: When an initially defined code was either not applicable or substantially
overlapped with other codes it was deleted at the end of the process of template
construction. Some initial codes related to key business processes were deleted at the
end as they were not applicable to the context of Sri Lankan STEs.

Changing Scope: When the initial codes were found to be either too narrowly or too
broadly defined, such codes were redefined at a lower or higher level according to their
relevance and importance to the research question. For example, the broader code
defined initially for the business value of IT was later divided into several sub-codes
representing owner-managers’ perspectives.

Changing higher-order classification: When some codes were later identified to be a
better fit as a subcategory of a different higher-order code than the one to which they

were initially classified, their higher-order classification was changed.

The final template
According to King (1998), there is no specific criterion to identify whether the template

is finalised; this is unique to a particular project and the researcher. In this study, the
template was considered final once all the relevant data gathered through interviews
were coded and included in the template. To ensure that all the relevant codes were
included, interview transcripts were read several times before finalising the template.
The finalised template code with a transcript was sent to another five researchers (two
PhD students conducting Information Systems research and three university academics
from Sri Lanka involved in Information Systems and tourism research) to cross-check the
coding reliability. A 98% coding reliability was achieved in this member checking and no
significant changes were suggested. Hence the template was considered complete

(Appendix D).

Interpreting and presenting template analysis
King (1998) suggested three main methods to interpret and present the finalised

template:

i. Asetof individual case studies, followed by a discussion of differences and
similarities between cases;

ii. An account structured around the main themes identified, drawing illustrative
examples from each transcript as required;
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iii. A thematic presentation of the findings, using a different individual case study to
illustrate each of the main themes.
In this study, the data analysis process was carried out as an iterative process of

modifying the template. Guidelines for analysis of data in multiple case studies by Yin
(2014) was used in collaboration with the methods suggested by N. King (1998) to
analyse and interpret the template. As the template was built based on the theoretical
propositions derived from the conceptual framework, the elements of the framework
were used to structure the analysis and presentation of the findings. The analysis was

carried out in two main stages: overall case analysis and cross-case analysis.

5.6.2 Overall case analysis
As the study consisted of 35 cases, a within-case analysis of each individual case was not
practicable. Further, in answering the research question it was important to consider the
country as a whole and analyse the data accordingly. Therefore focusing on each aim of
the research, data were analysed based on the elements of the theoretical framework
developed for the study. In support of this overall analysis, a PESTEL analysis (Section
4.4) of tourism in Sri Lanka was also conducted prior to the analysis of the research data.
The major role of the PESTEL analysis was to deepen the understanding of the
competitive environment, particularly of the industry characteristics and external factors

affecting the STEs in using ICT in their business processes.

Reporting the overall analysis began by providing an overall case profile. Then using the
finalised coding template, data were analysed following the structure of the conceptual
framework and incorporating the newly emerged themes from the research data. Some
data were quantified in terms of percentage values and counts in order to provide
stronger evidence for claims. To bring in the voice of the participants, quotes from

interviews were used where appropriate.

Data were analysed in relation to the focal firm (STEs) and the external environment.
The availability of ICT and complementary resources within STEs and their use in key
business processes were analysed first. Then the integration of trading partner

resources was examined. The barriers and drawbacks emerged as an outcome of the
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analysis. Once the overall analysis was completed the findings were analysed across the

tourist regions.

5.6.3 Cross-case analysis
Cross-case analysis is a research method that facilitates the comparison of
commonalities and differences in the events, activities and processes that are the units
of analysis in case studies (Denzin, 2001). It involves comparing, contrasting, or
combining data from all cases to improve the robustness, generalizability, and
applicability of findings in other contexts (Miles et al., 2013; Yin, 2009). As illustrated in
the analytical framework (Figure 5.3), in addition to increasing the generalizability of
findings within the cases another purpose of the cross-case analysis of this study was to
deepen the understanding and explanation of how ICTs contribute to the business value

of STEs in Sri Lanka and in turn address the third aim of this research.

The two basic approaches to cross-case analysis are the case-oriented and variable-
oriented approaches (Miles et al., 2013). A case-oriented strategy is used where the
replication strategy (Yin, 2014) is used in selecting multiple cases. A theoretical
framework is used to study the cases and approach the comparison by forming types or
families of cases that share certain patterns or configurations (Miles et al., 2013). In a
variable-oriented approach, the themes that cut across cases are highlighted by
minimising or the case dynamics (Miles et al., 2013). Both Miles et al. (2013) and Yin
(2014) recommend using both case-oriented and variable-oriented approaches. This
strategy is also aligned with the post-positivist stance which recommends a mix of
strategies in data analysis to maintain rigour in post-positivist case studies (Ryan, 2006).
Hence this study employed an integrated approach for the cross-case analysis. The

process of cross-case analysis which began with clustering cases is described next.

First, alternative options for clustering the cases were considered. Three potential
criteria of business motives, market focus and tourist region were identified. After
analysing their strengths and limitations as discussed in Section 7.2 the tourist region
was chosen as the most appropriate base for clustering the cases. After clustering the

cases the next phase was the actual analysis of data across cases.
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One tactic suggested by Eisenhardt (1989) for searching for patterns within cross-case
studies is identifying dimensions or constructs from the literature, and then looking for
within-group similarities and inter-group differences. Further, McGuiggan and Lee
(2008), suggest the use of cross-tabular design to compare several categories and allow
graphing of continuous measurement scales and iterative comparison of theory to data
to provide construct validity. Therefore the cross-case analysis of this study was again
based on the propositions of the conceptual framework. Considering the elements in the
conceptual framework, the findings of the overall analysis was further analysed using
cross-tabulation and charts to display the commonalities and differences among the four

clusters.

Once the overall case analysis and the cross-analysis were completed the findings were
compared with the literature to address the objectives of the research and answer the
major research question. Based on the discussion of findings, the theoretical framework

of the business value of ICTs was modified.

5.7 Ethical Considerations
This study involved human participants and their organisational knowledge; therefore
approval from the Victoria University of Wellington, School of Information Management
Human Ethics Committee was obtained before any formal contact was made with STEs
(Appendix E). All research data were confidential to the participant, the researcher, and
the research supervisors. In addition, data were stored securely to maintain the privacy
of individuals and organisations. Following the principle of informed consent, owner
managers of STEs signed a consent form to allow the study of the use of ICTs in their
businesses. When a participant requested removal of some of their comments on
government policies etc. they were deleted from the transcripts. Such transcripts were
reviewed and authorised by the owner-manager. Organisations and the participants

were given pseudonyms in the thesis.

5.8 Validity and Reliability
Validity and reliability are considered to be essential tools in post-positivist
epistemology. Reliability concerns whether the result is replicable, while validity
concerns whether the means of measurement are accurate and whether they are
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actually measuring what they are intended to measure (Yin, 2003). Benbasat et al.
(1987) suggest that to make the research conclusions a sound basis for future research,
a study should achieve accepted standards for both validity and reliability. According to
Yin (2003), case study research should examine the construct validity, internal validity,
and external validity, along with reliability. The next section describes each of these

constructs and how they were achieved in this research.

Construct Validity: identifying correct operational measures for the concepts being used
(Yin, 2003). Tactics for achieving construct validity should be applied mainly in the data
collection phase of the case study research and the following recommendations are
made by Yin (2003) and Dubé and Paré (2003):

e Use multiple sources of evidence (triangulation);
e Establish a chain of evidence (e.g. use a research protocol); and
e Have key informants review draft case study reports.

In this study, triangulation is achieved by using multiple sources of evidence, as
explained in the Section 5.5 (Data Collection). Establishing a ‘chain of evidence’ allows
an external observer of the case study to follow the derivation of any evidence from
initial research question to the research conclusion by tracing the steps in either
direction from conclusion to the question or from the question to the conclusion (Yin,
2003). As suggested by Yin (2003) and Dubé and Paré (2003) this was achieved by
creating and following a case study protocol. Participants were asked to review
interview transcriptions to confirm the validity. As recommended by Miles et al. (2013),
when the inductive and deductive coding was carried out, care was taken to maintain a

logical link back to their original transcripts.

Internal validity seeks to establish causal relationships which explain how one event
leads to another. Yin (2003) notes that only explanatory or causal case studies are
concerned with internal validity, not descriptive or exploratory case studies. This study is

an exploratory case study where causal links are not a major focus.

External validity is concerned with the generalizability of the findings to a larger
population. One of the major barriers to doing case studies is their limited
generalizability. However, the findings can be presented in a way that allows readers to
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assess their prospective applicability to other contexts (Miles et al., 2013). To ensure
that type of generalizability in case studies Yin (2003) suggests the use of multiple cases
and replication logic in selecting multiple cases. As described in section 5.4.2, this study
used literal and theoretical replication to ensure the generalizability of its findings. By
having a clear description of the research context and explanation of the data analysis
process, readers can decide about the applicability (external validity) of the findings to

other similar situations.

Reliability demonstrates that the operations of a study can be repeated, with the same
results. To ensure the reliability of case studies Yin (2003) recommends using a case
study protocol and a data repository. A case study protocol is a guide for conducting the
case study including an overview, field procedures, case study questions and outline of
the case report. A data repository contains the raw material including interview
transcripts, researcher’s field notes, documents collected during data collection, survey
material, coded data, coding scheme, memos and other analytic material, and data
displays (Dubé & Paré, 2003). To ensure the reliability of this study, this Chapter
presented the detailed research process (Figure 5.2). It described protocols for data
collection and how transcripts were verified with the participants. The data analysis was
illustrated using the analysis framework (Figure 5.3) and coding was member-checked
and achieved 98% reliability. A data repository was maintained throughout the research
process as an electronic database. All records related to a particular region or a case
were labelled with a unique identifying code and stored in a structured file system for
convenient access.

To achieve rigour and address the validity in case studies, particularly under the post-
positivist stance in IS research, Dubé and Paré (2003) describe 34 practices. In
developing these practices they follow the quality criteria specified by Benbasat et al.
(1987), Eisenhardt (1989), A. S. Lee (1989), and Yin (1994) who have had a strong
influence on the conduct of case study research. Adapting the criteria relevant to
exploratory case studies from Dubé and Paré (2003) and following the style of Strode
(2012), the following three tables summarise how rigour was achieved in the research

design, data collection and data analysis phases.
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Table 5.5: Rigour in the design phase, adapted from Dubé and Paré (2003) and Strode

(2012)
Attribute Purpose How used in this study
Clear research |e Provide a specific focus for the study |e There is one major research question
questions and indicate where the practical and with three research aims
theoretical contributions are likely
e Addresses reliability (Miles &
Huberman, 1994)
A priori e Assists in the initial research design e Aninitial conceptual framework was
specification of by providing initial concepts of developed based on the Resource
constructs interest Based View of the firm and literature
on the business value of ICT and
tourism
Clean e Reduces bias in the study analysis e The initial conceptual framework was
theoretical e Reduces the likelihood of the based on two well recognised
slate researcher placing limitations on the frameworks in business value of IT by

findings

Melville et al. (2004) and tourism
production system by Poon (1993)
and tourism business processes by
Alford (2005) and it described
concepts and relationships at a high
level (Figure 3.2)

Multiple case
design

Improves the robustness of the
research conclusions which will be
applicable beyond a single case

Case comparison is enabled and case
differences enhance theoretical
breadth

e 35 cases selected from four major
tourist regions representing the
country were used in this study

Replication
logic in multiple
case design

Cases are selected because of their
substantive nature or theoretical
relevance

Addresses external validity (Yin, 2003)

e (Cases were selected using a set of
criteria that includes different
categories of businesses with varied
market focus which will lead to similar
and/or contrasting results

Unit of analysis
(UoA)

Relates the case to a broader body of
knowledge

Sets a boundary on both the data to
collect and the applicability of
research conclusions

o UoA is the small tourism enterprises
representing different types of small
accommodation establishments

e Applicability of the framework is at
the level of small organisations

Pilot case

A case selected to determine the
appropriateness of the UoA and refine
the case protocol and any instruments
used

e Five cases were used in the pilot
study to trial the case study protocol
and interview schedule which made
modifications to the interview
schedule by adjusting the business
process mapping questions
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Table 5.6: Rigour in the data collection phase, adapted from Dubé and Paré (2003) and

Strode (2012)

Attribute Purpose How this attribute was met in this study
Elucidation e Ensures external parties can e The methodology Chapter fully
of the data understand how data were describes the data sources, data
collection accumulated, what sources were collection procedures, and how each
process used and why, and how each source source contributed to the findings

contributed to the findings (Figure 5.1 Research Process)

e Addresses reliability (Miles &

Huberman, 1994) by ensuring

another person could follow the

same procedures and arrive at the

same conclusions
Multiple e Enables convergence of evidence by | ¢ Multiple data sources include: in-depth
data providing more than one source of interviews, notes and sketches recorded
collection evidence for a phenomenon during interviews, organisational
methods e Addresses construct validity (Yin, websites, and secondary data from

2003) government authorities
Mix of e Provides a different perspective on e Majority of data is qualitative; however
qualitative the data and may contribute to to provide evidence for claims made,
and better theoretical explanations some qualitative data were quantified

quantitative
data

along with industry statistics gained
through government authorities

Data
triangulation

e Strengthens evidence for findings as
they are based on more than one
source of evidence

e Addresses construct validity (Yin,
2003)

e Whenever possible evidence from more
than one source is used to confirm a
finding

Case study e Ensures external parties can e The case protocol includes these
protocol understand what procedures were documents:
followed, how data were o Participant information sheet
accumulated, what sources were o Participant consent form
used and why, and how each source o Interview schedule for the owner-
contributed to the findings manager
e Contributes to both validity and e Detailed explanation of the research
reliability of the study (Yin, 2003) process
(Figure 5.1 Research Process)
Case study e Contributes to the reliability of a e Data pertaining to each case is stored
database study as findings can be traced to electronically in an easily searchable

original data sources (Yin, 2003)

form and the hard copies of documents
given to the researcher were filed
manually for individual cases
(promotional flyers, name cards etc.)
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Table 5.7: Rigour in the data analysis phase, adapted from Dubé and Paré (2003) and

Strode (2012)

Attribute Purpose How this attribute was met in this study
Elucidation of | e Contributes to an auditable trail of e The data analysis process is fully described with
the data evidence from data to research an analysis framework (Figure 5.3)
analysis conclusions. Improves reliability and
process reduces bias
Field notes e Provides evidence to confirm or e Notes and sketches on business processes were
extend interview data made during interviews
e Observations of expressions to emphasise some
facts were written down during or shortly after
the interviews
Coding and e Contributes to an auditable trail of e Analytical codes were used in the NVivo
reliability evidence from data to final theory; application to categorise source data into
check improves reliability and reduces bias concepts

A reliability check was performed using 3 other
researchers from Sri Lanka and 3 PhD students
from the school

e Translations and transcripts were verified

Data displays

Contributes to an auditable trail of
evidence from data to final theory;
improves reliability

e Tables were used to display quantified data out
of the interview transcripts

Several charts and graphs were created to
support the analysis across cases

Logical chain e Improves reliability of information e Interviews are transcribed and organisation ID
of evidence presented codes attached to quotes so findings can be
e Addresses construct validity (Yin, traced to their source.
2003) e All written material is kept in a research
database and ID codes identify the case
e Participants’ claims were verified against
statistical evidence from government
authorities where possible
Modes of e How data is analysed and interpreted e The method of explanation building from
analysis is described pattern-matching and textual explanation was

More important in the context of
exploratory studies

carried out relying on the propositions of the
initial theoretical framework developed for the
study

Searching for

Search for similarities and differences

e Cross-case analysis is used to compare the

cross-case between cases by selecting categories findings from each tourist region (which is
patterns or dimensions for comparison justified as the basis for clustering)

e Addresses internal validity (Yin, 2003)
Quotes e Provides evidence for the e Quotes are used throughout the overall case,
(evidence) development of theoretical concepts and across-case analysis to support findings

and their relationships

Project e Validate factual information and e For each case, the interview transcript was sent
reviews improves reliability to the participant to verify its accuracy

e Addresses construct validity
Comparison e Contributes to internal validity e Findings from extant research studies are used
with extant e Strengthens the findings of a study to extend the theory in Chapter 8’s section 8.7
literature because other studies either support

the findings, or do not support the
findings indicating the theory explains
more than previous theories
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5.9 Chapter Summary
This chapter has described the research paradigm and the research methodology used
to address the research question. A justification for the post-positivist multi-case study
was provided first. The research process was described in detail with a diagram to
illustrate each phase of the research. Then detailed descriptions of case design and data
collection were presented. The data analysis was illustrated in a framework and each
step was described in detail. Ethical considerations and the approval for data collection
were outlined. Finally, the steps taken to ensure validity, reliability and relevance of this
exploratory post-positivist case study were discussed against the accepted standards for
providing evidence from each phase of the study. As guided by the conceptual
framework and the analysis framework the next chapter presents the overall analysis of

the cases followed by the cross-case analysis in Chapter 7.
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Chapter 6: Findings - Overall Cases

6.1 Chapter Introduction
This first findings chapter aims to provide an overview of the cases. The findings are
presented using the structure of the conceptual framework developed for this study. As
described in the Section 5.5.2 the overall case analysis and presentation is guided by
(Yin, 2014) in collaboration with the methods suggested by King (1998). In this chapter
findings are presented based on the topics of the conceptual framework on which the
interview questions were developed. The findings are presented in two main sections,
one for the focal firm and the other for the external environment. The section on the
focal firm includes an overall case profile and covers ICT resources, complementary
resources, and the key business processes of STEs. The external environment section
presents the effects of industry characteristics, government support and trading partner
resources and processes. OTAs and online review sites are discussed as the main trading
partners of STEs. The chapter concludes by identifying the drawbacks and barriers for

STEs to implement ICTs.

6.2 The Focal Firm - STEs in Sri Lanka
The focal firm for this study was STEs in Sri Lanka. Cases were selected based on the
criteria specified in the methodology in Section 5.3.1. Using the concept of the focal
firm, this section presents a general case profile and overall findings on ICT resources,

complementary resources and business processes of STEs.

6.2.1 Case profiles.
While all the cases satisfied the criteria specified in the methodology, they had slight
variances in their size, nature, and the business duration. These variances were found to
have effects on the use of ICTs in performing business activities. During the interviews
data about the case background was collected, including accommodation category, age
and gender of the owner-manager, number of employees, number of rooms/beds, and
number of years in the business, and their market focus. A summary of the 35 cases is

provided in Table 6.1.
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The 35 cases were selected from four tourist regions representing the main tourist
attractions and geographical locations of Sri Lanka (Detailed in Chapter 4). All the
businesses were selected from the category of accommodation. Under this category
there were different types of accommodation, namely guest houses (37%), B&B units
(31%), small hotels (18%) and homestays (14%). In addition to these categorisations,
70% of the owner-managers informally recognised them as budget accommodation
according to their registration type with OTAs.

The number of full time permanent employees of these businesses varied depending on
the number of rooms and units of accommodation available in the business. 37% of the
businesses had 10-15 rooms and the rest had fewer than 10 rooms. Therefore the
majority of the cases (57%) were in the range of one to five employees and the rest
were in the range of six to 20 employees. Only a few businesses had part time
employees while the rest had full time permanent employees (see Table 6.1).

While providing accommodation is the main business activity of all the cases, a majority
of them provided many other services such as food and beverages, Ayurveda
treatments, airport pickups and drop-offs, excursions, organised tours, tour guide
services etc. Many of these services were provided free of charge as a complementary
service to accommodation or at a discounted rate.

Among the 35 cases, the majority of the businesses (57%) catered for both international
and domestic tourists. Of the remainder only one STE was focused on solely domestic
tourists and the rest focused only on international tourists. However, even the
businesses who were focused on both market segments also gave high priority to the
international market and the domestic segment was promoted mainly to cover the off
peak periods for international tourists. Only one case focused mainly on domestic
tourists. One of the reasons for this is that the criteria specified when selecting cases
specified that the business should be registered in the SLTDA as an accommodation
establishment. SLTDA have strict rules on the standards of the services provided by the
businesses in order to be listed in their business registry. Most of the accommodation
establishments who focus on domestic only clients are not concerned about maintaining
these standards as they have a perception that registration with SLTDA is necessary only

if they want to attract international tourists.
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Table 6.1: Summary of the Case Profile

Owner-
Manager’s

Business
Duration

Case

Market
Reference

No of
Rooms

No of
Accommodation Employees

Category of

Ancient Cities Region

Gender/Age

AC1 Guest house 2 5 1.3 International M/B
AC2 B&B unit 18 6 1.5 International M/B
AC3 Guest house 8 10 5 International M/B
AC4 B&B unit 10 5 3 Both M/B
AC5 Guest house 3 10 8 International M/A
AC6 Small hotel 6 12 3 Both M/A
AC7 Homestay 5 7 3 International M/B
AC8 Guest house 12 11 12 Domestic M/A
AC9 B&B unit 8 15 21 Both F/A
AC10 Small hotel 18 9 10 Both M/A
High Country Region
HC1 B&B unit 5 8 9 Both M/A
HC2 Guest house 10 15 11 Both M/A
HC3 Small hotel 19 13 3 Both M/A
HC4 Homestay 4 4 1 Both M/A
HC5 Guest House 6 8 8 Both M/A
South Coast Region
SC1 B&B unit 2 5 1 Both M/B
SC2 B&B unit 4 2 21 International F/A
SC3 Small hotel 7 15 35 Both M/B
SC4 Guest house 3 13 2 Both M/A
SC5 B&B unit 3 6 2 International M/A
SC6 Homestay 3 4 4 International M/B
SC7 Guest house 6 13 8 Both M/A
SC8 Small hotel 5 9 31 International M/B
SC9 Homestay 2 7 21 International F/B
SC10 Guest house 5 2 8 International M/A
SC11 B&B unit 6 6 12 Both M/B
SC12 B&B unit 3 5 5 International M/A
SC13 Guest house 19 15 5 Both F/B
SC14 Guest house 2 10 10 International M/A
Colombo City Region
Cc1 Small hotel 5 4 2 International M/B
CcC2 B&B unit 4 3 3 Both M/A
Ccc3 Guest house 11 11 1 Both M/A
CC4 B&B unit 3 3 11 International M/A
CC5 Guest house 2 7 24 Both F/A
CCé6 Homestay 2 6 2 Both M/A

*Owner-Manager’s Gender / Age: Gender: M (Male) F (Female), Age: A (Above 40) B

(Below 40)
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Out of the 35 cases considered, most businesses (46%) had been in operation for one to
five years and the rest of the businesses had been in business for over five years, with
17% for more than 20 years. The reason for higher number of businesses in the category
one to five years was due to the increased motivation to enter the tourism industry after
the end of the civil war in Sri Lanka in the year 2009. The owner-managers of these
businesses agreed that their main drive to start the business was the positive future of
the tourism industry they could see with the advent of peace in the country, as well as
to obtain the support provided from the government to promote the tourism industry
(see Table 4.9).

The majority of the owner-managers were male (86%) and older than 40 (66%). While
gender did not seem to have any effect on the use of ICTs and investment decisions it
was evident that the perception of ICTs and the knowledge and skills on the use of ICTs
varied depending on the age of the owner-manager.

Out of the businesses who had been in the industry for more than 10 years, the majority
(70%) identified themselves as lifestyle tourist businesses. They operated their
businesses as a family heritage or as a pleasure activity rather than for profit. This study
found that these lifestyle motives affect the use of ICTs in these small businesses (see
Section 7.2).

Examining the profiles of the 35 cases, it was evident that the cases selected for this
study represented different varieties of STEs in Sri Lanka. The next section describes the

availability of ICT resources within these businesses.

6.2.2 ICT resources in STEs
This section presents the findings on the availability of ICT resources under the two
categories of technological and human IT resources. By analysing the availability of ICT
resources within these small businesses, this section focuses on identifying the internal
organisational factors affecting their ability to gain business value through ICTs. Hence
this section presents the findings related to the first section of