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Abstract

The goal of this study is to reveal the main factors influencing the e-business adoption by the small
tourism firms in Bulgaria with a special attention on the role played by the shadow economic
practices in this process. These practices relate to undeclared work, undeclared deals, and sales
underreporting by legally registered firms. The research is based on data gathered from 282 small
tourism firms’ managers through a structured questionnaire. The exploratory factor analysis
provided five factors as antecedents to the e-business adoption. These factors reflect the
perceptions of environmental pressure, organisational readiness, shadow economic practices in the
sector, and managers’ attitudes (positive and negative) towards the e-business. The effects of the
factors on the e-business adoption are assessed by a multiple regression model, which include also
manager experience and firm size as control variables.

The findings suggest that environmental pressure, organisational readiness, and positive
expectations are more likely to enhance the e-business adoption. The manager experience and the
firm size influence positively this adoption too. On the contrary, negative expectations and
particularly the perceptions of the spread up of shadow economic practices in the sector were more
likely to work against the e-business adoption by small tourism firms.
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Introduction

During the past ten years the tourism sector
experienced a huge rise in online bookings and
travel. This was supported by sophisticated
networks, based on the new ICT
developments. In 2010, over 50% of leisure
trips, 40% of business ftrips, and 30% of the
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global travel market each were booked online
(WTTC, 2011: 22, 23). While the internet
booking by the European travellers in 2013
increased to 76%, compared to 13% ten years
ago, the booking by travel agencies decreased
from 65% to 18% for the same periods
(European Travel Commission [ETC], 2013b).
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The tourism is an important sector of the
Bulgarian economy. In 2012 it accounted for
13.6% of the country GDP, and it was forecast
to rise by 1.9% yearly until 2023 (The World
Travel and Tourism Council [WTTC], 2013). At
the same time the key markets for Bulgaria as
tourism destination (Germany, UK, Russia,
France, Romania, and others) demonstrated a
significant increase in tourism online sales
(ETC, 2013a). The scope of the internet users
in Bulgaria also increased - in 2013 more than
half of the population (51.2%) regularly used
internet. The travel and hotel reservations in
2013 took a second place (32.9%) in online
purchases after clothing and sportswear
(National Statistical Institute [NSI], 2013). For
the 2006-2012 period the volume of online
sales of tourism products in Bulgaria increased,
although at slow pace — from about 46m euro
to 64m euro. The part of online sales in 2012,
however, barely reached 10%, compared to the
whole travel retail sales (600m euro)
(Euromonitor Report, 2011). The share of
enterprises using e-commerce in 2013 was
also small (only 8% received orders online and
6.8% purchased online). The research of 249
websites  of  Bulgarian  tourism  firms
demonstrated that the majority were well
presented in terms of the variety of tourism
products and services, quality of information,
and playfulness. What was missing most often
was the lack of full e-business services,
including online payment  (Vladimirov,
2012:179-180). This situation requires better
understanding of the factors, which stimulate
the inclusion of the small tourism firms in the
online market.

Few innovations have such an immense
potential as the e-business for increasing firms’
efficiency and sales (Turban et al., 2006; Blake
et al, 2006), improvement of internal
processes, cost saving, and greater customer
satisfaction (Kaynak et al., 2005; Falk, 2005).
In spite of the proven advantages, the use of e-
business in small firms is still insufficient
(Beekhuyzen et al., 2005; Eikebrokk & Olsen,
2007; Chong, 2008). Most often this was
explained by small size related shortages such
as weaker resources (Riemenschneider et
al., 2003), less complex information system
management (Ramdani & Kawalek, 2007: 49),

specific cultural, economic and commercial
reasons (Liew, 2009: 17), etc.

In the global online touristic market today many
small tourism firms (STF) are threatened by
disintermediation. It reflects the process of the
elimination of intermediaries within the
distribution channel by electronic means that
enables consumers to transact directly with
suppliers and destinations (Buhalis, 2003).
Although a partial disintermediation is
inevitable, there will be sufficient market share
for tour operators and fravel agents who can
deliver personalised and competitive holiday
packages (Buhalis & Jun, 2011:18-19). To
prevent the disintermediation, the retail travel
agencies have to become more customer-
oriented (Bennett & Lai, 2005). Thus the
traditional intermediaries have to shift their role
to consumer advisors by utilising internet tools
for delivering personalised tourism products.
Otherwise they will be unable to compete in the
future (Buhalis & Jun, 2011: 30; Werthner &
Ricci, 2004: 103).

Among the factors influencing the e-business
adoption by small tourism firms less attention
was given to specific institutional conditions,
under which the firms operate. An important
institutional dimension, in the emergent and
transition economies, is the variety of shadow
economic practices. Many STFs in these
economies succeed to survive out of the online
tourism market. In some cases it is due to
specific products, like a religious tourism in
Egypt (Abou-Shouk et al., 2012: 206, 208), or
other cultural features (Gong, 2009: 92; Tan et
al., 2007: 342). In other cases, however, the
non-adoption of the e-business might reflect a
very specific institutional feature: the
opportunity of the small firm manager to keep a
business non transparent in order to avoid
taxes or paying full social security. This
behaviour is facilitated by the weak institutions.
To our knowledge, however, there were no
researches on the connections between the e-
business adoption by small tourism firms and
the spread up of the shadow economic
practices in the sector.

While in less developed countries the informal
sector refers to unregistered small businesses,
in the developed countries, including the EU
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ones, the informality refers mainly to shadow
economic practices such as undeclared work,
undeclared transactions, and sales under-
reporting by legally registered firms. According
to Schneider (2012:6) the shadow economy
includes all market-based legal production of
goods and services that are deliberately
concealed from public authorities in order to
avoid: 1) payment of income, value added or
other taxes; 2) payment of social security
contributions; 3) having to meet certain legal
labour market standards, such as minimum
wages, maximum working hours, safety
standards, etc.; and 4) complying with certain
administrative obligations, such as completing
statistical questionnaires or other administrative
forms.

This paper has been guided by the idea that
the e-business adoption itself is a distinct,
critical, and growing topic in e-business
researches. Under its umbrella many research
questions can be investigated, “such as
adoption factors, adoption barriers, adoption
theories, and adoption differences across units,
regions, and cultures” (Chen & Holsapple,
2013:262). Most of researches on the SMEs e-
business adoption explore the factors (barriers
and drivers) that influence SMEs owner-
manager adoption decisions. As Gibbs et al.
(2007) stated, however, there is a need to

develop further an integral theoretical
framework for explaining the IT adoption by
small firms. Thomas et al. (2011) also

underlined the necessity of more empirical
researches on the e-business adoption by
small tourism firms in different contexts. The
paper aims to contribute to the knowledge of
the factors influencing the e-business adoption
by STF with an accent on the role played by
the shadow economic practices on this
process. It is based on data of 282 small
tourism firms in Bulgaria. The study attempts to
answer the following research questions:

1. What are the main factors, which impact
positively or negatively the e-business adoption
by STF?

2. What is the influence of the perceived
shadow economic practices in the sector on the
e-business acceptance by STF?

For this purpose an exploratory factor analysis
was run, followed by a multiple regression
model. The paper is organised as following:
next is the literature review, followed by
research methodology, results and discussion,
and conclusion.

Literature review

E-commerce and e-business

The notion of e-business is larger than that of
e-commerce (Simpson & Docherty, 2004) as
the latter comprises only “the process of buying
and selling products or services using
electronic data transmission via the Internet
and the www” (Grandon & Pearson 2004:197).
According to many researchers if the e-
commerce deals mainly with the transactions of
a firm’s customers, the e-business enlarges the
connectivity of the organization to include
suppliers, employees and business partners
(Rodgers et al., 2002; Pavic et al., 2007). Wang
and Cheung (2004:43) define an e-business as
a use of Internet technologies to manage
business processes, such as sales and
purchase, supply chains, and customer
relationships. Zhu and Kraemer (2005:61)
consider the e-business as a use of internet for
performing and maintaining business activities
through the value chain. The most
encompassing definition of the e-business is
given by the World Tourism Organisation
(WTO) (2001:10-11): for the tourism studies the
e-business includes the “improved connectivity
both externally, through the Internet, and
internally, through intranets”. The external
dimension links tourism suppliers to the
customers and their own suppliers, which
results in e-marketing, e-commerce, and e-
procurement. The internal dimension reveals
the organisational transformation, enabling it to
work in a fully integrated way through the use
of common systems.

Stages of e-business adoption and e-business
models

The stages of e-business adoption overlap to
some degree with the development of e-
business models. The higher the stage of e-
business adoption, the more sophisticated the
e-business model might be (Timmers, 1998:10;
Rao et al., 2003:15). This does not mean that
the small firms follow always the linear
adoption of different component of e-business -
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as a Model of Internet Commerce Adoption
(MICA) (Cooper & Burgess, 2000). Many
authors considered that conventional business
models were inadequate given the hesitancy of
small owner operators towards e-business
adoption (Morrison & King, 2002:107; Levy &
Powell, 2002:508). Taylor and Murphy (2004)
contrasted the linear model of e-business
adoption by SMEs with the more realistic “PIT”
model (Foley & Ram, 2002). If the linear model
suggests that engagement with the e-business
technology is sequential and progressive, the
nonlinear model demonstrates that firms must
cross two digital divides. The first divide
involves acquiring basic IT skills and
technology, while the second digital divide is
the “threshold to e-business proper, and
requires advanced technology and IT skills...”
(Taylor & Murphy, 2004:283). Lawson et al.
(2003:274) also demonstrated that having a
Web presence that encompassed Stage 1 and
elements of Stage 2 [of MICA model] could be
accomplished alongside existing business
practices, while the movement from Stage 2 to
Stage 3 appeared to be a hard barrier.

The “business model” usually includes:
architecture for the product, service and
information flows; description of different

business actors and their roles; potential
benefits for these actors; description of the
sources of revenues (Timmers, 1998:2; Amit &
Zott, 2001:511; Demetriades & Baltas,
2003:212-213). Timmers (1998:10) classified
eleven e-business models on the ground of
their innovation and functional integration, while
the classification of Rappa (2001) includes nine
e-business models based on the firm’ value
proposition and the way of generating revenue.
Nikabadi and Jafarian (2012:88-89, 91)
summarized the classification of various e-
business models and provided a framework for
selecting an appropriate e-business model for
SMEs.

Brown and Kaewkitipong (2009:213)
considered that the travel service sector has a
similar  structure to conventional retail/
wholesale businesses. Stakeholders include
suppliers, intermediaries such as wholesalers,
retail travel agencies, technology providers and
customers or travellers. This similarity assumes
that the tourism sector shares similar e-
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business models such as: Business to
Customer (B2C); Business to Business (B2B);
Customer to Customer (C2C); Government to
Business (G2B); Business to Business to
Customer (B2B2C); Government to Business to
Customer (G2B2C) (Wei et al., 2006; Manucci,
2010; Kabir et al., 2012:31-32). According to
Soteriades et al. (2004) the most frequently
used e-business models in the tourism industry
are: brokerage; advertising; infomediary; and e-
tailing. The last one includes: e-store; e-mall
(consisting of many e-stores); and e-broker
(providing aid to customers who search for
products). Most of these e-models have been
implemented by the big online travel
intermediaries and have been even licensed
(Law, 2001). The wholesale travel agencies
conduct their business mainly on a B2B model
(Brown & Kaewkitipong, 2009:215), while the
retail travel agencies work mainly under the
B2C model (Wynne et al., 2002; Werthner &
Ricci, 2004:101).

Different tourism organisations choose different
levels of e-business. Some firms use only email
for communication, whereas others operate
almost entirely online. The small tourism
companies can move from having a simple web
presence (making brokerage and advertising
under the B2C model) to value delivery through
higher integration of activities (becoming value
chain service provider, creating virtual business
community, and collaboration platform under
different B2B model).

Main theories of e-business adoption

Hong and Zhu (2006) found that more than ten
theories have been applied to study the e-
business adoption. Parker and Castleman
(2009:170) identified the commonly used small
firm e-business adoption theories such as:
resource-based theory; Porter's generic
strategies, industry forces; theory of planned
behaviour; technology acceptance model; and
Rogers’ diffusion of innovation theory. They
proposed an additional social network theory
(SNT), which posits that social context can
influence the motives and behaviours of
individuals and organisations (Parker &
Castleman, 2009:175). A comprehensive
review of main theories for investigating the IT
and e-business adoption by small firms was
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given by Ramdani and Kawalek (2007),
Oliveira and Martins (2011) and others.

According to the technology acceptance model
(TAM), the adoption of the new information
system depends on the users’ perceptions and
attitudes in terms of perceived usefulness and
perceived ease of use (Davis, 1993:475).
Subsequently Venkatesh and Davis (2000)
proposed a unified theory of acceptance and
use of technology, which included additional
(mainly moderating) variables (such as
experience, age, and subjective norm)
(Venkatesh et al., 2003:21; Sun & Zhang,
2006:54). Other studies, however, reported that
attitudes toward technology are influenced also
by external factors (Lee et al., 2003). Legris et
al. (2003) suggested that the TAM should be
integrated into a broader model, which could
include variables related to human and social
change processes. Sumak et al. (2012:305,
308) considered that few e-business
acceptance studies have identified external
factors separately or in order to extend the
TAM model. For that reason they proposed an
extended e-business acceptance model, which
include the TOE related factors to the TAM
model. Brown and Kaewkitipong (2009:226)
found that external factors (e.g. business
environment, customers, competitors) are the
main drivers of IT adoption by the SMEs.

The e-business implementation can be studied
for different units — from an individual consumer
to the level of organization, region, or country.
Many researchers claimed that at the firm level
the TOE framework is the most suitable. This
framework was used by Bordonaba-Juste et al.
(2012), Chong et al. (2009), Ifinedo (2011), and
others. Chen and Holsapple (2013:270) also
considered that the TOE framework is
appropriate for e-business adoption at the level
of organizations, while TAM could be used for
both individuals and organizations. According
to Ramdani et al. (2013) the TOE model is a
robust tool to predict the adoption of enterprise
applications by SMEs.

Oliveira and Martins (2011:110) showed that
most of studies on the IT acceptance at a firm
level were based on Roger’s (1995) innovation
diffusion theory (IDT); technology, organization,
and environment (TOE) framework (Tornatzky

& Fleischer, 1990); and lacovou et al. (1995)
model, or their combinations. Rogers (2003)
revealed five segments of adopters of new
technology (innovators, early adopters, early
majority, late majority, and laggards) in function
of the information spill over between users and
non-users. lacovou et al. (1995) analysed
factors for the IT acceptance such as perceived
benefits, organizational readiness, and external
pressure. The TOE framework identified three
aspects of the firm’s context (technological,
organizational, and environmental), which
impact the adoption. Below we present some of
these factors in detail (see also Appendix 3).

Technological context

Rogers (2003:229) defines relative advantage
of the new technology adoption as “the degree
to which an innovation is perceived as being
better than the idea it supersedes”. This
understanding is close to the perceived
usefulness and benefits, which influence the
new technologies adoption and use
(Gunasekaran & Ngai, 2005; Ifinedo, 2011).

Morrison and King (2002:106-107) observed
that “the adoption of ecommerce by small
tourism owner operators is shaped by factors
concerned with attitudes, motivations and
business performance”. Fishbein and Ajzen
(1975:216) viewed the attitude as “a learned
predisposition to respond favourably or
unfavourably toward something”. The attitudes
have a strong influence on both the intention to
use (McKechnie et al.,, 2006) and the actual
use of the new technology (Davis et al. 1989).
Managers’ positive perceptions influence their
attitudes toward e-commerce adoption, while
the negative ones prevent this adoption (Saffu
& Walker, 2008; Simmons et al., 2008; Pham et
al., 2011). Other studies viewed the strategic
value of e-commerce adoption as a difference
between perceived benefits and perceived
costs (Kwun et al., 2010).

The positive attitudes are related to the
expected benefits to be derived from the e-
business adoption and use (Baldwin et al.,
2004; Grandon & Pearson, 2004; Al-Qirim,
2007; Chibelushi & Costello, 2009). These
benefits are categorized as strategic,
informational and operational (Boateng et al.,
2008:564). Strategic benefits are associated
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with attracting new customers and increased
market shares (Raymond, 2001; MacGregor &
Vrazalic, 2004); operational benefits refer to
different cost reductions (Fillis & Wagner, 2005;
Teo et al., 2009); and informational benefits are
associated with improving marketing and
communication with partners and customers
(Poon & Swatman, 1999).

The negative attitudes come from the expected
disadvantages  and barriers to new
technologies such as high cost, limited funds,
and non-immediate return of investments
(Migiro & Ocholla, 2005; Johnson, 2010), lack
of trust in online transactions (Lawson et al.,
2003), loss of personal relations with clients
and suppliers (Ritchie & Brindley, 2001), lack of
online capacity of suppliers (Galloway, 2006),
and insufficient IT knowledge and skills
(Riemenschneider et al., 2003; Simpson &
Docherty, 2004). These attitudes may be
related to the spread up of shadow economic
practices, which remains an under researched
question. If the positive attitudes are
considered as enablers to the e-business
adoption (Levy et al., 2005; Hsu et al., 2006),
the negatives ones are viewed as barriers to
this adoption (Stockdale & Standing, 2006).

Organisational readiness

The organisational characteristics address firm
size, structure, and human capital. The
researches have shown a positive relationship
between the firm size and the level of the IT
use, which is explained by greater resources
(Wang & Cheung, 2004; Stockdale & Standing,
2006; Lun & Quaddus, 2011). There were
studies, however, which did not confirm the
significance of these relations (Daniel et al.,
2002; Lefebvre et al., 2005), or revealed
negative correlations with firm size in the case
of e-business adoption (Lucchetti &
Sterlacchini, 2004; Karakaya & Shea, 2008).
According to Parker and Castleman (2007)
these discrepancies may be due to the
treatment of small and medium enterprises and
e-business applications homogeneously
instead of diverse and complex entities.

The human capital refers to the employees’ IT
knowledge and skills. More educated and
young staff can facilitate the use of IT
(O’Donnell et al., 2001; Fabiani et al., 2005),
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while it would be more difficult for less
educated and older employees, who have to
learn yet new technologies. The support of the
top management is also crucial (Caldeira &
Ward, 2002; To & Ngai, 2007). Eikebrokk and
Olsen (2007:369) found that competency in IT
management is positively associated with e-
business success. Other researchers have
identified inherent to the micro-firms difficulties
to implement IT such as little or no staff training
and a lack of managers’ awareness of the
potential benefits (Wolcott et al., 2008; Jones et
al., 2011).

Environmental context

Economic environment

In general, the environmental context includes
level of competition (Baldwin et al., 2004;
Sparling et al., 2007), specific sector (Love et
al.,, 2005), pressure of both customers and
suppliers (Merhtens et al., 2001; Daniel et al.,
2002; Levy et al., 2005; Wu et al., 2006; Lee &
Kim, 2007; Shih, 2008), government initiatives
(Zhu & Thatcher, 2010) and, of particular
relevance to this paper, the institutional
environment (Kshetri, 2010). Some authors
found that the excessive competition impact
negatively the e-commerce adoption by SME
(Ludivine, 2009; Jeon et al., 2006). The service
sector, including tourism, depends stronger on
the information systems because of the greater
significance of data processing (Oliveira &
Martins, 2010). The specificity of products also
play an important role — intangible products
with a high rate of information contents like
tourism ones are more convenient to sell online
(OECD, 2004:34; Dinlersoz & Pereira,
2007:542). Firms operating on the international
markets use more intensively IT because of the
necessity of faster communication and
coordination (Bayo-Moriones & Lera-Lopez,
2007:353, 354). The e-business adoption
depends on the suppliers’ readiness too
(Raymond, 2001:414). As the internet became
the most influential information sources for
travel, the pressure on behalf customers
increased significantly  (Niininen et al,
2007:266).

Institutional environment

Government support and institutional protection
of online transactions stimulate also the e-
business diffusion (OECD, 2004:35). The
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research showed that the innovations adoption
by SMEs was significantly and negatively
linked to the high levels of taxes, regulations,
and bribes (Anderson et al., 2004:110) Non
adoption of the e-business might be a way to
avoid these burdens (Humphrey et al.,
2003:34). In the institutionally weak economies
some entrepreneurs are more prone to resort
to shadow economic practices instead of
embracing innovations. Kshetri (2010:164)
showed that around 35-40% of business
transactions in some Asian countries are
conducted in cash, and the use of credit cards
is too small to allow the growth of e-commerce.

The Visa Europe et al. (2013:14-15) reported
that the scale of the shadow economy in
Europe ranged from 8-10 percent of GDP in
Switzerland, Austria, the Netherlands and the
UK, through to nearly 30 percent of GDP in
Bulgaria, Croatia, Lithuania and Estonia. This
report revealed that undeclared work
accounted for two thirds of the shadow
economy while another third was a result of
sales under-reporting. The report suggested
that there was a clear correlation between the
size of the shadow economy and the number of
electronic payments. In countries where
electronic payments were widely used, such as
the UK and the Netherlands, the size of the
shadow economy was significantly smaller
compared to countries with less electronic
payments, such as Bulgaria and Romania.

According to the European Parliament report
(2013), the shadow economy was particularly
presented in the services sector. The OECD
tax authorities outlined that hospitality and
tourism shared the second and third place
among sectors or taxpayer groups of most
concern (OECD, 2012:23). A good part of the
tax gap in these sectors is caused by
undeclared work and undeclared sales,
reflecting the large number of cash-based
transactions in these sectors (European
Parliament, 2013:39).

Previous researchers used a combination of
theories to investigate the adoption of different
IT applications such as ERP (Pan & Jang,
2008), e-commerce (Bao & Sun, 2010), and e-
business (Lin & Lin, 2008). Most of the studies
used multiple or logistic regression models

with a few exceptions, where the structural
equation modelling (SEM) was applied. For
instance Wang and Cheung (2004:45)
explained the e-business acceptance in tourism
by external competitive pressure, innovation
orientation, financial slack, and IT resources.
Hsu et al. (2006:16) included four constructs in
their model (perceived benefits, organizational
readiness, external pressure, and
environment), which impact the e-business
adoption. Bayo-Moriones and Lera-Lopez
(2007:353-354)  suggested five  factors
influencing the IT adoption: environment; firm
characteristics; human capital; competitive
strategies; and internal organisation. Lin and
Lin (2008:137, 142) tested TOE factors (IS
infrastructure and expertise; organisational
compatibility and expected benefits;
competitive pressure and partner readiness) on
the e-business diffusion. Salwani et al
(2009:173) investigated relationships among
components of TOE model on the e-business
usage. Oliveira and Martins (2010:1339)
proposed three groups of factors (perceived
benefits, technology and organizational
readiness, and environmental pressure,
controlling for country and industry sector) to
explain the e-business adoption by the EU
firms in two sectors — telecommunications and
tourism. Abou-Shouk et al. (2013) revealed the
positive effects of external drivers and
perceived benefits and negative effects of
internal and external barriers on small tourism
agents in Egypt to adopt the e-commerce.

Summing up, most of the researches on the IT
and e-business adoption by small firms fell
under the following headings: (1) external
drivers and barriers for acceptance; (2) internal
forces and inhibitors; and (3) manager's
attitudes towards new technology. Similar types
of drivers and barriers were identified by
MacGregor and Vrazalic (2004:14), Fillis and
Wagner (2005:617), Mohamad and Ismail
(2009:5), Beckinsale et al. (2010:195, 196),
Chang et al. (2010:88), Oliveira and Martins
(2011:117), Ghobakhloo et al. (2011), Cosgun
and Dogerlioglu (2012:1668), Peixin and Xie
(2012:23), Bordonaba-Juste et al. (2012:536),
Jabeur et al. (2013:5), and others.

As it was said, however, less attention was
given to such institutional dimension as the

11
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level of shadow economy in the tourism sector
and its influence on the e-business adoption.
Except for some publications in the everyday
press, there were no systemic researches on
the role played by the shadow economic
practices in respect to the new IT acceptance.
The present paper aims at filling this gap. It is
based on the combination of TOE framework,
IDT, and lacovou et al. (1995) model, but it
adds an additional institutional characteristic -
namely the shadow economy. This dimension
is particularly important to the understanding of

small firms’ behaviour in emergent and
transition economies (Welter & Smallbone
2011).

Following the results of the literature review,
the next hypotheses are proposed:

H1. Environmental pressure (H1a),
organisational readiness (H1b), and positive
managers’ attitudes (H1c) will influence
positively the e-business adoption by small
tourism firms.

H2. The perceived spread up of the shadow
economic practices (H2a) and negative
managers’ attitudes (H2b) will impact
negatively the e-business adoption.

H3. The positive managers’ attitudes are more
likely to be correlated negatively with the
perceptions of the shadow economy (H3a) and
positively with other factors (organizational
readiness, industry environment, manager
experience, and firm size) (H3b);

H4. The negative managers’ attitudes are more
likely to be correlated positively with the
perceptions of shadow economy (H4a) and
negatively with other factors (organizational
readiness, industry environment, manager
experience, and firm size (H4b)

H5. The firm size (H5a) and the manager IT
experience (H5b) will enhance the e-business
adoption.

Table 1. Population and sample characteristics

Research methodology

In this study we use parts of a larger survey
instrument, which was developed to identify the
situation with the e-tourism development in
Bulgaria. The questions in the survey
addressed some important e-business adoption
issues, including the effects of industry
environment and shadow economic practices in
the tourism sector, organisational readiness for
online communication and transactions,
expected benefits and disadvantages from the
e-business implementation, relations with
customers and suppliers, and others. Before
the survey we conducted 30 interviews with
small tourism firms’ managers (Appendix 4).
These interviews had a twofold purpose: to
check the questionnaire and to receive in depth
information through open questions, which
could help the data interpretation (Mohamad &
Ismail, 2009). After the pre-test some questions
were slightly improved. In this paper we rely on
the responses of 7 questions with 28 items,
related to the above research questions. All of
the individual variables were scored on five-
point Likert scales, except for the firm’s size,
which was measured by the logarithm of the
number of employees. The ratio between
variables and cases was around 10:1, which is
an acceptable level (Hair et al., 2010:102).

The sample covered 282 Bulgarian small
tourism organizations, of which 36 (12.8%)
were only tour operators (TO); other 36
(12.8%) - only travel agents (TA); 67 (23.8%)
functioned as both tour operators and travel
agents; 107 (37.9%) were hotels; 21 (7.4%) -
travel companies; and 15 (5.3%) - others.
According to the national Law of Tourism, tour
operators can organise different travels and
holidays, while travel agents can only sell and
resell these products. As of 23.08.2013 the
number of registered tourism agencies and tour
operators was 2660; the number of hotels and

Tour Travel agents Tour operators and travel Hotels Travel

operators agents companies

number % number % number % number % number %
Population 561 100 1082 100 1017 100 1650 100 212 100
Sample 36 6.41 36 333 67 6.59 107 6.48 21 9.90

Sources: http://tourism.egov.bg/registrs/TORegister.aspx;

http://www.rta.government.bg/index.php?page=scategories&scategory=registry;
http://www.rta.government.bg/images/Image/registri/spravka_riskovi_kategorii_FI NAL %202013.pdf
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other places for accommodation similar to
hotels - 1650; and the number of travel
companies - 222. In light of these populations
the sample is not well representative (Table 1).

Vateva (2010) reported, however, that in 2010
more than 25% of the TO and TA had expired
insurances, but still continued to work. The
register of the TO and TA in 2013 showed that
about one third of these firms had expired
insurances too (National Tourism Register
http://tourism.egov.bg/registers/TORegister.asp
x). The field data were gathered by a
professional agency from managers of
registered firms with valid insurances, which
makes the sample better representative for
those firms. It does not mean, however, that
these firms can’t apply shadow economic
practices. The simple random sampling with
replacement in each category was used. The
prevalence of TO and TA (49% of all) was due
to the fact that these firms prevailed in the
population, as well as because they are most
treated by the disintermediation (Buhalis &
Licata, 2002). The data were processed on
SPSS 20.

To answer the above research questions, first,
an exploratory factor analysis was run to
delineate the significant factors for the e-
business adoption by small firms. Second, a
multiple regression model was applied to
identify the impacts of different factors and two
control variables (manager IT experience and
firm size) on the e-business acceptance.

The response e-business adoption is evaluated
by four aspects - availability of online
reservation and payment systems, and back-
end integration systems such as Supply Chain
Management (SCM), Customer Management
System (CMS), and Enterprise Resource
Planning (ERP). These aspects are based on
Zhu and Kraemer (2005) classification of e-
business capabilities as front-end
functionalities and back-end integration. The
first ones represent the characteristics of the
firm’s website (Salwani et al., 2009), while the
back-end integration refer to managing
relations with customers, suppliers, and internal
processes (Turban et al., 2006). These aspects
reflect different stages of the adoption — from a
common website development to the

opportunity of full online transactions and back-
end integration (Doolin et al., 2002:558; Peng
et al., 2005:478; Abou-Shouk et al., 2013:256-
257).

Results and discussion

Descriptive statistics

In respect to the size, 46% of companies were
micro-enterprises  (with less than 10
employees); 43% - small (between 10 and 50
employees); and 11% - medium sized
(between 50 and 250 employees). The micro-
enterprises took a greater part of the sampled
firms, because this type of firms is more likely
to be included in the shadow economic
practices (European Parliament, 2013:39). The
average companies’ age was 11.25 years with
the prevailing share of those aged 6-10 years
(35%). In about half of the firms the average
employees’ age was 31-40 years, and in 39% -
between 20-30 years, which revealed the
predominantly young staff in these firms. The
greatest share of firms practiced both inbound
and outbound tourism (39%); 13% of total
specialized only in inbound tourism; another
13% specialized only in outbound travels; and
35% were oriented mainly to the internal
market. The biggest part of the interviewed
managers had a higher education — 59% were
with master degree; 31% with bachelor degree;
3% were doctors, and only 7% had a
secondary education. Almost 42% of managers
had a significant experience with IT, and
another 12% were experienced with the newest
IT applications (in total 54%) (Table 2).

Results of the exploratory factor analysis

We run an exploratory factor analysis (EFA)
with a Varimax rotation, and a cut point of 0.35,
which was appropriate for the sample size (Hair
et al.,, 2010:117). The correlation matrix shows
that there are sufficient numbers of correlations
greater than 0.30, which allows for running the
factor analysis (Appendix 1, Table 1). The
determinant value is 0.0000244 which implies
that there is no linear dependence in the
correlation matrix. The anti-image matrix of
correlations reveals that there is only one
partial correlation greater than 0.5 and less
than 0.7 as recommended level by Hair et al.
(2010:103), and the measures of sampling
adequacy for individual variables range from
0.778 to 0.928, e.g. greater than minimum
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recommended level of 0.5 by Hair et al.
(2010:103) (Appendix 1, Table 2). The KMO
measure of sampling adequacy is 0.881, DF =
231, Approx. Chi-Square = 2897.707, and Sig.
=0.000.

The rotation provided five factors. Because of

Table 2. Descriptive statistics (number and %)

low and controversial loadings six items were
excluded. The convergent validity of the
remaining items was verified by analysing the
factor loadings and their significance. The
communalities of all individual variables are
above 0.6. All item-to-factor loadings are
greater than 0.7, which demonstrates a high

Firm size

Micro- Small

130 (46.1%) 121 (42.9%)
Employees’ average age

Medium
31 (11.0%)

20 — 30 years 31 -40 years 41 — 50 years
110 (39.0%) 138 (48.9%) 28 (9.9%)
Firm age

Up to 5 year 6-10 year 11-15 years

64 (22.7%) 99 (35.1%)
Firm orientation (type of tourism)
Inbound and outbound Only inbound
110 (39.0%) 37 (13.1%)
Manager education

59 (20.9%)

37 (13.1%)

Only outbound

Total
282 (100%)

More than 50
6 (2.1%)

16-20 » 20
42 (14.9%) 18 (6.4%)

Only internal market
98 (34.8%)

Secondary Bachelor degree Master degree Doctoral degree

19 (6.7%) 88 (31.2%) 166 (58.9%) 9 (3.2%)

Manager IT experience

Lack of Insignificant Some experience  Significant Significant with the newest
experience experience experience applications

9 (3.3%) 35 (12.3%) 88 (31.2%) 117 (41.6%) 33 (11.6%)

Table 3. Rotated component matrix*

Component
2 3 4 5

12.4. Communication costs reduction

7.3. General costs reduction

12.5. Strengthening relations with partners
12.3. Improved marketing

7.1. Increasing market share

7.2. Attracting new clients

8.6. Unstable niche of online consumers
8.4. Loss of personal relations

8.2. Lack of trust in online transactions
8.3. Lack of online capacity of suppliers
8.5. Lack of staff IT knowledge and skills
8.1. Non return of high investments

14.1. Staff IT expertise
1.1. IT equipment
14.2. Staff IT training
1.2. Internet speed

9.5. Online suppliers increased
9.2. Online customers increased
9.1. Competitors have introduced

16.3. Percent unpaid taxes

16.2. Percent unaccounted deals
16.1. Percent unaccounted salaries
Eigenvalues

Percent of Variance

Total Variance explained

0.819
0.761
0.758
0.758
0.744
0.743

6.834
31.064
66.351

0.785
0.775
0.774
0.771
0.764
0.751

0.850
0.766
0.746
0.712

0.827
0.791
0.754

0.839
0.763
0.738
1.335
6.068

2.960 2.049
13.455 9.315

1.419
6.450

Extraction Method: Principal Component Analysis. Rotation Method: Varimax with Kaiser Normalization

*Rotation converged in 5 iterations
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Table 4. Survey items, measurement properties, items loadings, communalities, and

Cronbach’s Alpha

Constructs and Items Mean S.D. Items Commu- Cronbach’s
loadings nalities Alpha

1. Expected advantages and benefits * 0.6904 0.16271 0.878

7.1. Increasing market share 3.51 0.981 0.744 0.618

7.2. Attracting new clients 3.43 0.997 0.743 0.603

7.3. General cost reduction 3.48 1.058 0.761 0.630

12.3. Improved marketing 3.42 1.038 0.758 0.638

12.4. Communication costs reduction 3.41 1.064 0.819 0.688

12.5. Strengthening relations with partners 3.46 1.054 0.758 0.606

2. Expected disadvantages and barriers * 0.5286 0.16355 0.877

8.1. Non return of high investments 2.77 0.968 0.751 0.638

8.2. Lack of trust in online transactions 2.51 0.970 0.774 0.626

8.3. Lack of online capacity of suppliers 2.67 1.016 0.771 0.658

8.4. Loss of personal relations 2.69 1.126 0.775 0.658

8.5. Lack of staff IT knowledge and skills 2.61 1.082 0.764 0.601

8.6. Unstable niche of online consumers 2.60 1.060 0.785 0.631

3. Organisational readiness * 0.7018 0.16872 0.820

1.1. IT equipment 3.46 0.980 0.766 0.686

1.2. Internet speed 3.51 1.120 0.712 0.602

14.1. Staff IT expertise 3.48 1.048 0.850 0.771

14.2. Staff IT training 3.59 1.034 0.746 0.606

4. Industry environment ° 0.6532 0.17819 0.837

9.1. Competitors have introduced 3.27 0.957 0.754 0.736

9.2. Online customers increased 3.26 1.001 0.791 0.725

9.5. Online suppliers increased 3.27 1.113 0.827 0.796

5. Shadow economic practices * 0.4955 0.17513 0.782

16.1. Percent unaccounted salaries 2.44 1.022 0.738 0.648

16.2. Percent unaccounted deals 2.50 1.071 0.763 0.686

16.3. Percent unpaid taxes 2.49 1.055 0.839 0.748

6. Experience manager * 3.27 1.147 - - -

7. Firm size ° 2.6465 1.24882 - - -

8. E-business adoption ® 0.6126 0.20473 0.883

2.1. Online reservation system 3.05 1.169

2.2. Online payment system 3.07 1.199

2.3. SCM and CRM 3.15 1.208

2.4. ERP system 2.98 1.185

Measures: ? (1 — lowest; 5 — highest); ® (Ln number employees)

items dimensionality (Hair et al., 2010:117).
The total variance explained is 66,351%. The
first factor does not account for the majority of
the variance (31.064%), which suggests that
common method bias is not of great concern
(Table 3).

The instrument’s reliability was evaluated with
Cronbach’s alpha. All factors have alpha values
above recommended value of 0.7 (Hair et al.,
2010:125) - from 0.782 for the fifth factor to
0.878 for the first factor, which indicates an
acceptable consistency of the measures.
Survey items, measurement properties, items
loadings, communalities, and Cronbach’s Alpha
are given in Table 4.

The content validity of the extracted factors is
presented below. We named the first factor
EXPECTED ADVANTAGES and BENEFITS
from the e-business adoption. In line with
previous researches this factor reveals
managers’ expectations about decreasing
communication and other costs (Wang &
Cheung, 2004; Filis & Wagner, 2005),
strengthening relations with business partners
(Poon & Swatman, 1999; Pease & Rowe,
2005), improving marketing (Scupola, 2003),
attracting new clients and increasing market
share (Raymond, 2001). These expectations
were positively related to the adoption of
computers (Legris et al., 2003), e-commerce
(Chang et al., 2010), and e-business (Hsu et
al., 2006).
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Parallel to the perceived advantages and
benefits, many small tourism firms’ managers
feel some DISADVANTAGES and
OBSTACLES of the e-business, which formed
the second factor. As the literature review
showed, the negative attitudes were related
most often to the lack of trust in online
transactions, unstable niche of online
customers, loss of personal relations, lack of
online capacity of suppliers, insufficient staff IT
expertise, and fear of none return of IT
investments. These  expectations were
supposed to impact negatively the e-business
adoption (Stockdale & Standing, 2006:385;
Migiro & Ocholla, 2005:283; Oliveira & Martins,
2010:47).

The ORGANISATIONAL READINESS in terms
of firm’s IT infrastructure and human capital
represents the third factor. It contains the level
of the IT equipment and human resources such
as staff IT expertise and training in new
technology. The literature review revealed that
the advanced IT infrastructure and human
resources practices influence positively the e-
business adoption (Morrison & King, 2002; To
& Ngai, 2007; Oreku et al., 2009; Chong et al.,
2009).

The fourth factor reflects three facets of the
INDUSTRY ENVIRONMENT PRESSURE on
behalf of more advanced competitors, and an
increased share of online customers and
suppliers. Previous studies identified this factor
as one of the main drivers towards the e-
business adoption (Baldwin et al., 2004;
Niininen et al., 2007).

The fifth factor covers the SHADOW
ECONOMIC PRACTICES in the tourism sector,
as it reflects the perceived level of none
accounting deals and wages, and unpaid due
taxes. If the institutional improvements lead to
a higher degree of e-business adoption, the
opposite situation is a major barrier to such
adoption (Lu et al., 2002; Lawson et al., 2003;
Stockdale & Standing, 2006). That is why this
factor is assumed to influence negatively the e-
business acceptance. There were, however, no
researches on the relationships between the
level of shadow economy and the e-business
adoption in the tourism sector.
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The assessment of the factors’ items shows
that they correspond sufficiently to the
conceptual definition of the respective factors,
which attests an acceptable content validity.
These factors were used in a multiple
regression model together with two control
variables, reflecting the firm size and the
manager IT experience. The FIRM SIZE was
measured by the logarithm of the number of
employees. It is among the most studied
factors in the new technology adoption
literature, as the company size reflects
available resources, past experience, and
decision dexterity (Wang & Cheung, 2004:48;
Zhu & Kraemer, 2005:68). The MANAGER’S IT
EXPERIENCE was measured by five-point
scale (from 1 — lowest to 5 — highest). Along
with managerial beliefs about the e-business
benefits and barriers, the managers IT
knowledge and skills play an important role on
the decision of the e-business adoption
(Stockdale & Standing, 2006:384).

For the purpose of a regression models, each
factor was transformed into a new single
composite  measure (summated scale),
representing a ratio between the sum of scores
and the maximum sum of scores of the
constitutive variables loaded on this factor (Hair
et al., 2010:124). The same procedure was
applied to the response, which allowed for the
identification of cases with lower, middle, and
higher level of the e-business adoption. The
cases which score below 0.40 were considered
to belong to the lowest and rather lower level of
adopters; the cases with scores between 0.40
and 0.60 — to the middle level; and the cases
which score above 0.60 — to the rather higher
and highest level of adopters. In total 20.2% of
the firms were classified as lowest and rather
lower level adopters; other 34.1% as middle
level adopter; and the remaining 45.7% as
rather higher and highest level adopters. Few
years ago these ratios would be considered as
quite good, but nowadays, when the
competitiveness depends on the speed of the
adoption of e-business innovations, they seem
unsatisfactory.

Results of the multiple regression model

A multiple linear regression analysis was
conducted in order to reveal the most important
factors influencing the e-business adoption by
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the small tourism firms. The ratio of cases to
independent variables was around 40:1, e.g.
higher than the required ratio between 15 and
20 (Hair et al, 2010:176). The values of
Cronbach’s alpha for scales of the variables,
the number of items, means, and SD of
variables are given in Table 5.

The correlation matrix indicated that there is
only one squared correlation above 0.6 (0.654),

which was the squared correlation between the
response e-business adoption and the factor
industry environment (Table 6).

This suggested that there are no serious
problems with multicollinearity (Hair et al.,
2010:204). The analysis revealed that the
residuals do not exhibit any nonlinear patterns,
which satisfies the requirements of linearity and
homoscedasticity of the overall variation. The

Table 5. Number of items, Cronbach’s alpha, means, and SDs

Predictors No of tems  Cronbach’s a Mean S.D.
1. Expected advantages and benefits 6 0.878 0.6904 ® 0.16271
2. Expected disadvantages and barriers 6 0.877 0.5286 ° 0.16355
3. Organisational readiness 4 0.820 0.7018® 0.16872
4. Industry environment 3 0.837 0.6532° 0.17819
5. Informal economy 3 0.782 0.4955 ® 0.17513
6. Manager experience - - 3.27° 1.147
7. Firm size - - 2.6465° 1.24882
Response
8. E-business adoption 4 0.883 0.6126 ° 0.20473
@ 5-points scale (1 — lowest; 5 — highest)
®| n of the number of employees
Table 6. Factors correlation matrix
8 1 2 3 4 5 6 7
8. E-business adoption 1.000 0.552 -0.430 0.563 0.654 -0.535 0.530 0.402
1. Expected advantages and benefits 1.000 -0.213 0.324 0.419 -0.345 0.291 0177
2. Expected disadvantages and barriers 1.000 -0.263 -0.360 0.322 -0.257  -0.179
3. Organizational readiness 1.000 0.421 -0.385 0.441 0.261
4. Industry environment 1.000 -0.386  0.365 0.293
5. Informal economy 1.000 -0.318 -0.214
6. Experience manager 1.000 0.403
7. Firm size 1.000
Table 7. Multiple regression results
Model Standardized t
coefficients
Constant
1. Expected advantages and benefits 0.227 1.284
2. Expected disadvantages and barriers -0.118 5.820***
3. Organisational readiness 0.177 -3.121*
4. Industry environment 0.289 4.279**
5. Informal economy -0.167 6,801***
6. Manager experience 0.152 -4.176%**
7. Firm size 0.113 3.670***
Adjusted R-square 0.672 2.985**
F-statistics 83.148***

Notes: * p-value is significant at the 0.05 level; ** p-value is significant at the 0.01 level;

*kk

p-value is significant at the 0.001 level
Dependent Variable: D8. E-business adoption
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confidence interval does not include zero (Hair
et al., 2010:193); the tolerance values are
moderately high, and the VIF of the
independent variables are relatively small
respectively. The model is statistically
significant and it explains about 67% of the
variance in the response (R-square = 0.680;
adjusted R-square = 0.672; F = 83.148, DF =7,
p<0.000, N = 282). The regression analysis
confirmed the positive impact on the e-
business adoption of five factors and the
negative impact of the remaining two factors
(Table 7).

Unsurprisingly, the results of the regression
model suggests that the most important factor
for the e-business adoption by small tourism
firms is the industry environmental pressure on
behalf of competitors, customers, and suppliers
(H1a). This factor was considered as an
important external driver for the e-business
acceptance by other researches too (Merhtens
et al., 2001; Lewis & Cockrill, 2002; Lee & Kim,
2007; Shih, 2008; Chong et al., 2009; Pavlou
and El Sawy, 2010).

The managers’ positive attitudes in terms of
expected advantages and benefits from the e-
business adoption rank as a second important
factor (H1c). The impact of these attitudes (to
attract new clients, increase market share, and
diminish communication and other costs) on
the e-business adoption is in line with the
results received by Damanpour (1991),
Mehrtens et al. (2001), OECD (2004), Hsu et
al. (2006), Bao and Sun (2010), and others.
Particularly in small firms the e-business
adoption is influenced strongly by manager’s
perceptions towards IT innovation (MacGregor
& Vrazalic, 2004; Fillis & Wagner, 2005; Wilson
et al., 2008; Chong et al., 2009; Oliveira &
Martins, 2011).

The third important factor for the new
technology adoption is the organisational
readiness, which is presented by the firm IT
infrastructure and the employees IT expertise
(H1b). According to Morrison and King (2002),
not well developed ICT infrastructure was an
important reason, which impedes the inclusion
of the Australian small tourism firms into the e-
market. The slow speed of internet will not
motivate small business to adopt e-commerce
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too (Pikkarainen et al., 2004; Oreku et al,
2009). Lu et al. (2002: 206) observed that in
Chinese SME “the main technical barrier is the
lack of E-commerce application development
technology and experienced staff’. In this
sense the staff training is important for the
success of the IT adoption (Wang et al,
2010:175). Thus the organisational readiness
can be regarded as a significant internal driver
for the e-business adoption (Bayo-Moriones &
Lera-Lépez, 2007; Salwani et al., 2009).

The manager/proprietor IT knowledge and
skills is the fourth factor, which impact
positively and significantly the e-business
adoption (H5b). Previous studies also found
that top managers with higher IT experience
are more likely to support the new technology
implementation (Caldeira & Ward, 2002;
Ghobakhloo et al.,, 2011). According to
Eikebrokk and Olsen (2007:367) the most
fundamental challenge to SMEs may lie in
changing the mind-set of the organization,
which depends to a great degree on the
managers’ personal |IT experience (Palvia &
Palvia, 1999).

In this study the firm size influences positively
and significantly the e-business acceptance,
although less strongly than the above
mentioned factors (H5a). Some larger firms
have a disadvantage known as “structural
inertia” (deeply rooted organisational routines),
which may impact negatively the IT adoption
(Peixin & Xie, 2012:28). The descriptive
analysis showed that most of the sample
companies are small and relatively young,
which makes it unlikely to suffer of the
“structural inertia”. On the contrary, smaller
firms are more likely to have weaker resources
(Johnson, 2010) and insufficient IT knowledge
(Riemenschneider et al., 2003), which can
hamper their IT development. Brown and
Kaewkitipong (2009:223) found that in
comparative terms the technology adoption gap
between large and the smaller SME travel
agents is very significant. Vlachos (2013:194)
revealed that small companies prevailed
among beginners and late adopters of e-
business technologies and these companies
are most disadvantages in respect to the new
technologies.
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The expected disadvantages and obstacles are
the factor, which includes fear of none return of
high IT investments, lack of trust in the online
transactions, unstable niche of online
customers, insufficient staff IT preparedness,
and loss of personal relations, and which
impacts negatively the e-business adoption
(H2b). The negative role of these attitudes on
the e-business adoption was confirmed by
other researches too (Lu et al., 2002; Stockdale
& Standing, 2006; Oliveira & Martins, 2010).
Vrana and Zafiropoulos (2006:603) reported
that many tourism agencies in Greece did not
use extensively the IT, because of a small
share of online transactions and a weak social
pressure for the IT adoption.

The perceptions of the shadow economic
practices in the sector form the next factor,
which role on the e-business adoption has not
been studied yet. This factor impacts
significantly and negatively the new technology
acceptance by small tourism firms (H2a). Its
influence is even stronger compared to the
influence of managers’ negative attitudes.
Oxley and Yeung (2001) also found that the
institutional milieu in terms of level of taxes,
regulations, informal deals, etc. play an
important role by stimulating or hampering the
new technology acceptance. According to
Kshetri (2007:446) the development of e-
commerce is negatively affected by problems in
economic and social areas, an important part of
which is the shadow economy.

The obtained results show positive correlations
among positive managers’ attitudes,
environmental context, organisational
readiness, manager’'s IT experience, and firm
size (H3b) (Table 6). These factors are
negatively correlated with the perceptions of
shadow economic practices in the sector (H3a).
On the contrary, the managers’ negative
attitudes are positively correlated with the
shadow economy perceptions (H4a), and
negatively with other factors (organizational
readiness, industry environment, manager
experience, and firm size) (H4b). This suggests
that the week institutions, which permit the
existence of a significant amount of shadow
economy, would diminish the effects of the first
group of factors, which enhance the e-business
adoption (Anderson et al., 2004). At the same

time the positive correlation between negative
managers’ attitude and perceptions of shadow
economy implies that they may strengthen
mutually each other, but this hypothesis needs
further research.

Shadow economy as a barrier to the e-
business adoption

The European Parliament report noted that
“the size of the shadow economy in the EU in
2012 is estimated at slightly more than EUR
2.35 trillion, which is about 18.4% of EU's
Gross Domestic Product (GDP)” (European
parliament, 2013:10). The Visa Europe study
(2011:7) stressed that the payment in cash is
regarded to be one of the most important
enablers of the shadow economy, because it is
easy to use and difficult to trace.

The fact that small firms can perform well
without new technology adoption, and instead
being inspired by the shadow economic
practices, is not new. The weak institutions,
particularly in the emergent and transition
economies, stimulates some entrepreneurs to
operate informally in order to survive and even
sometimes to succeed (Smallbone & Welter,
2001; Xheneti & Smallbone, 2008). A not
negligible number of interviewed managers
shared that the State did not protect correct
tourist agents from those, applying shadow
economic practices. The latter can avoid
paying taxes, which allows them to offer lower
prices (R2, R5, R6, R9, R20, and R23). The
chair of the Bulgarian Tourism Chamber
considered that the “grey economy” in the
tourism was no less than 40 %, according to
the brand  association  (http://www.bia-
bg.com/news/3). The non-satisfactory degree
of the e-business adoption by the Bulgarian
small tourism firms might be due also to these
circumstances. The country scored high on the
size of shadow economy among 39 OECD
countries  (34.6%) (Schneider & Buehn,
2013:14), and it had not a good position on the
official regulations and corruption indexes
(World Bank, 2013).

According to the one of the interviewed small
tourism firm’s manager (R8), most challenging
for the e-business adoption is not the cost, but
the staff preparedness. He considered that
there was a small number of people acquainted
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with online reservation and payment systems.
This situation required staff training, which was
not always efficient because of the staff
overloading and lack of time. Employees had to
learn during the work, which hampered the
quality of services. Among other issues he
underlined the relationships with partners and
particularly with banks, as the market gets
ahead the regulations.

The interviewed managers highlighted that the
clients had not still confidence in the online
transaction, particularly after some signals in
press about personal and credit cards’ data
abuses (R3, R5, R6, R10, R17, R22, and R28).
Even some of the high-stars hotels preferred
customers to pay on spot instead online, mainly
because of high commissions hotels have to
pay to banks and intermediaries (R1). “We
provide an online reservation, but not an online
payment. This is because the value of our
tourist packages is high, and the commissions
to banks and other financial institutions become
great” (R11).

The manager of the online mediator Hotels.bg

outlined the typical way the Bulgarian tour

operators are working as following:
“The client chooses a hotel or a
particular offer, sends email or calls the
operator by telephone. After receiving a
call, the operator sends an inquiry to a
hotel, and if there are available places
(for biggest hotels this information is
always available), confirms back to the
client. The client pays with bank transfer
or in the firm’s office and receives
voucher, with which accommodates in a
hotel. Sometimes this type of reservation
takes several days until the hotel
confirms the request”.

Managers were concerned with the opportunity
for stealing a freely provided information on
innovative products and services, and related
partners (R8). Some of them stated that this
way they facilitated the competitors in their
marketing researches (R23). Other difficulties
exist with smaller hotels, guest houses, etc., as
they are often unwilling to make concession to
tour operators (R11, R15, R16, and R18).
Additional issues came from the discrepancy
between what hotels present online (photos,
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free services, rooms, cleanness, etc.), and
what clients see on place (R7, R25, and R30).

Uzoka et al. (2007) found that many SME
websites (especially in developing countries)
have been designed to promote only the
company products and services. If the front-
end functionalities of the firms’ websites are
important success factors (Wen et al., 2003),
namely the online payment is problematic in
emergent and transition economies. Lu et al.
(2002:204, 205) observed that “it is very weak
in online booking, ordering and payment in
China... some tourism websites did not have
online booking facilities... Users have to make
a phone call or fax for booking”. According to
Molla and Licker (2005) the payment with credit
card through the firms’ websites was a main
security concern among small and medium
enterprises.

Saidoune (2013) shared similar considerations
from Algeria, where paying online for different
goods and services (ticket, fuel, telephone bills,
etc.) is not possible, as the reluctance is
coming from all parties, including banks and
merchants. "The real resistance is actually
coming from the informal sector which presents
the main obstacle to electronic banking and the
development of electronic commerce...” This is
because “the use of POS allows some sort of
banking ftraceability that generally subjects
traders to a flat tax preceding a tax adjustment;
and such a thing won’'t be accepted easily”
(Saidoune, 2013). Yaqub et al. (2013:200) also
pointed out that in Nigeria, like in many
developing countries, cash is the main mode of
payment. Besides some conveniences of cash
payment, it allows for more anonymity, revenue
leakage, higher informal sector, etc. Particularly
it makes taxation less transparent, while the e-
payment systems bring hidden transactions
into the banking system, and thus helps
reducing shadow economy. Tandon (2002:3)
considered that the application of IT might push
the businesses from informal to formal
economies “and while this may be desirable
from a national economy perspective, it might
not be considered desirable from an individual
entrepreneurs’ perspective”.

Other authors have reported a surprising
increase of the e-commerce through the
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Table 8. Correlations among 36 European countries’ scores on three competitiveness indexes and
the size of country’s shadow economy (Pearson coefficient)

NRI Score GClI Score TTCI Score- Size of shadow economy
(2009-2010) (2009-2010) (2009) (1996-2006)

NRI Score 2009-2010" 1 0.969" 0.875" -0.790"

GCI Score 2009-2010° 0.969" 1 0.871" -0.799”

TTCI Score 2009° 0.875" 0.871" 1 -0.832"

Size shadow economy 1996-2006" -0.790" -0.799" -0.832" 1

"The Networked Readiness Index 2009—2010 (The Global Information Technology Report 2009-2010);
*The Global Competitiveness Index 2009-2010 (World Economic Forum 2009);
*Travel and Tourist Competitiveness Index 2009 (The Travel & Tourism Competitiveness Report 2009);

“Size of the Shadow Economy (available at:

http://www.econ.jku.at/members/Schneider/files/publications/ShadEconomy Corruption_ rev_091009.pdf).

massive use of mobile phones by small
businesses in a developing country like Kenya
(Omwansa, 2009; Mbogo, 2010). The study of
Litondo and Ntale (2013:19) found that 95% of
micro- and small enterprises “possessed
mobile phones and 84% use them to transact
business”. The reason of this widespread
mobile e-commerce is that it is affordable, easy
to use, and portable. This type of doing e-
business, however, does not disturb its informal
character. The mobile e-commerce simply
facilitates the cash delivery between micro-
businesses and their suppliers and clients
(Mbogo, 2010:182). Not surprisingly it is not
clear how these services should be regulated
(Omwansa, 2009:122). Placing regulations on
these practices would be difficult and not well
accepted by small firms of the informal sector.

The results from a Table 8 reveal that the size
of the countries’ shadow economy is
significantly and negatively correlated with
some major competition indexes - Networked
Readiness Index (NRI); Travel and Tourist
Competitiveness Index (TTCI), and Global
Competitiveness Index (GCI).

These data support the findings that there is a
strong correlation between the size of a
country’s shadow economy and the level of use
of e-payments within the country. For instance,
in both the UK and the Netherlands, a large
share of payments is made by electronic
payment methods. Both of these countries also
have smaller shadow economies than those
countries which have a low level of electronic
payments (Visa Europe, 2011:7).

Based on that we may conclude that the non-
willingness of some small tourism managers to
adopt the e-business might be due, among
other reasons, to their desire to keep the
business non transparent.

Conclusion

The goal of this study was to reveal the factors,
which influence the e-business adoption by the
Bulgarian small tourism firms with an accent on
the role played by the shadow economic
practices in the sector on this process. The
exploratory factor analysis provided five factors
as antecedents to the e-business adoption.
These factors reflected perceptions of
environmental pressure, organisational
readiness, shadow economy in the sector, and
managers’ attitudes (positive and negative)
towards the e-business adoption. The positive
attitudes were related to the expected benefits,
while the negative ones were tied to the
expected disadvantages and barriers. The e-
business adoption was assessed by four
aspects — website functionalities in terms of
online reservation and payment systems, and
back end integration systems. The effects of
these factors were revealed by a multiple
regression model, which included also
manager experience and firm size as control
variables. The findings suggested that
environmental pressure, organisational
readiness, and positive expectations were
more likely to drive the e-business adoption.
The manager experience and the firm size
influenced positively this adoption too. On the
contrary, negative expectations and particularly
the perceptions of the spread up of shadow
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economy were more likely to work against the
e-business adoption by small tourism firms.

The policy implications from these results are
that strengthening institutions and decreasing
the attractiveness of the shadow economy
could have positive impact on the e-business
adoption by small tourism firms. It was
demonstrated that more severe regulations
(public sector taxation and product market
regulations) tend to restrict shadow economy
(Georgiou, 2013:5). The improvements in the
quality of institutions might work much better in
reducing the size of the underground economy
than other measures of deterrence (Feld &
Schneider, 2010). Other studies have shown
that the online shopping create transparency
and hinders the shadow economy as it limits
the opportunity to under-report. The use of
electronic payment systems makes operating in
the shadow economy more difficult due to the
trace left by each transaction (European
Parliament, 2013:39). The Visa Europe report
(2013:14) suggested that increasing electronic
payment by 10% annually for at least four
consecutive years can shrink the shadow
economy by 5 percent.

The implications for managers of small tourism
firms are that the benefits of the e-business
adoption may exceed significantly the
perceived disadvantages and obstacles, as the
online tourism markets became more important
in comparison to offline ones. Many researches
have proven that the e-business leads to
greater opportunities for reaching new clients,
expanding market share, improving
communication, and reducing costs. In this light
the advantages received by resorting to
shadow practices are temporary, compared to
the sustainable advantages of the innovation
technology adoption (Clayton & Criscuolo,
2002; Blake et al., 2006). At the same time, the
IT implementation assumes re-engineering in
the entire processes of managing and
marketing touristic products and destinations
(Buhalis & Law, 2008). The e-business
adoption is difficult as it disrupts traditional
ways of doing business (Kendall & Kendall,
2001). It requires significant organisational
change, which is particularly difficult for small
firms (McAdam & McConvery, 2004). Because
of that the small firms need higher government
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support in terms of special educational and
innovation promotional programmes, and less
expensive IT infrastructure.

According to Weill and Vitale (2002:18) the
firms will evolve their business models,
combining the best of the physical and
electronic worlds. The “bricks and clicks” model
represents namely businesses that have both
an offline, “real world” store and an online
presence in the form of an e-commerce store.
Additionally, the technological development
(web 2, etc.) allows for smaller tourism firm to
recover their retardation and to implement the
newest functionalities in their website. As
Sigala (2007:1) observed “many new types of
tourism  cyber-intermediaries have been
created that are nowadays challenging the e-
business model of existing cyber-intermediaries
that only few years ago have been threatening
the existence of intermediaries!” The web 2.0
enable internet users to become the co-
producers, the co-designers, the co-marketers
and the co-distributors of tourism experiences
and services as well as the co-entrepreneurs of
new e-business models (Sigala, 2007:6).

One of the limitations of this research refers to
the subjective opinions of the interviewed
managers. Their responses might be bias
towards higher values as the process of
digitalization in tourism seems irreversible.
Other limitation is related to the sample size, as
one needs greater sample in order to measure
the factors’ influence on different tourism
agents separately. Other constraint comes from
the number of factors relevant to the e-
business adoption, as it is always restricted by
necessity of modelling. It was found that the
significance of different factors on the IT
acceptance depends also on the stage of their
implementation (Dholakia & Kshetri, 2004:319),
specific business cultures (Gibbs et al., 2003),
and level of the IT country development (Lu et
al., 2002:192). These variables, however, were
not included in the present paper. Further
researches are needed to investigate the
complex interactions of firm, sector, country,
and culture levels factors, which influence the
new technology adoption by small tourism
firms.
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Appendix 1. Variables Correlation Matrix *

11 12 141 142 71 72 73 123 124 125 81 82 83 84 85 86 91 92 95 161 162 163
1_1. IT equipment 1000 0422 0682 0521 0241 0199 04179 0250 0160 0233 0212 -0.134 0193 -019% 0202 0130 0364 0337 0390 0269 -0.246 -0.200
1_2. Internet speed 1000 0590 0497 0235 0230 0225 0304 0208 0149 0222 0146 0159 0146 D106 0095 0274 0313 0251 0278 0317 0312
14_1. Staff IT expertise 1000 0501 0182 0152 0147 0273 0191 0127 0247 0138 0202 0215 0139 0M5 0275 0256 0203 0345 -0.273 0218
14_2, Staff IT training 1000 0192 0139 0221 0251 0202 0245 0218 0189 0163 0185 -0.144 0148 0267 0243 0203 0237 -0.211 0192
7_1. Increasing market share 1000 0517 0566 0528 0555 0542 029 0099 018 0145 0135 -0.081 0384 0295 0326 -0257 -0.291 0.194
7_2. Attracting new clients 1000 0497 0540 0625 0489 0219 -0143 0182 0112 0130 0098 0314 0324 0278 0270 0271 0204
7_3. General costs reduction 1000 0525 059 0552 0244 -0.118 0192 0159 0127 0078 0356 0243 0200 0294 0278 0223
12_3. Improved marketing 1000 0570 0567 0238 -0052 019 0111 -0.098 0057 0308 0291 0261 0247 -0.254 0176
12_4. Communication costs reduction 1000 0519 0197 0097 0122 0144 0109 0063 0266 0209 0236 0220 -0.225 0151
12_5. Strengthening relations with partners 1000 -0.119 0137 -0.149 0068 -0.062 -0.062 0267 0272 0283 0139 -0.249 0146
8_1. Non refurn of high investments 1.000 0515 0600 0575 0527 0483 0318 -0208 0223 0248 0210 019
8.2, Lack of trust in online transactions 1000 0570 0507 0527 059 0223 0271 0276 0136 0212 0172
8_3. Lack of online capacity of suppliers 1000 0573 0539 0541 0351 0284 0304 0228 0280 0225
8_4. Loss of personal relations 1000 0541 0570 0292 0173 0205 0300 0300 0221
8_5. Lack of staff IT knowledge and skills 1000 0521 0252 0197 0236 0190 0231 0125
8_6. Unstable niche of online consumers 1000 0237 0202 0221 0165 0166 0193
9_1. Competitors have introduced 1.000 0593 0679 0346 -0.310 0287
9 2. Online customers increased 1000 0830 -0.255 -0.290 -0.261
9_5. Online suppliers increased 1000 0299 0274 0212
16_1. Percent unaccounted salaries 1000 0504 0540
16_2. Percent unaccounted deals 1000 0589
16_3. Percent unpaid taxes 1.000

*Determinant = 20.440E-005
Appendix 2. Anti-image Correlation Matrix
1.1 12 141 142 71 72 13 123 24 125 81 82 83 84 B85 86 91 92 95 161 162 163

1_1. IT equipment 0.814> 0083 -0.539 -0.255 -0059 -0.081 0026 0038 0116 -0.107 -0024 -0081 -0031 0020 0.131 -0010 0066 -0.056 -0.089 -0052 -0.012 0035
1_2 Internet speed 08422 0388 0281 0044 D074 -0055 -0086 0044 0114 0037 0033 -0041 0037 0011 0024 0007 0126 0052 -0083 0079 0.138
141, Staff IT expertise 07782 0068 0052 0095 0079 0092 -0.117 0078 0060 0013 0052 0031 -0.090 -0.024 0039 0041 -0.028 0180 0034 -0.089
14_2. Staff IT training 0.887¢ 0059 0114 0038 -0013 -0.057 0122 0038 0069 0048 0014 -0.023 0028 0004 0036 -0.054 0039 -0028 -0.007
7_1. Increasing market share 0928 0093 -0.168 0088 -0.162 -0205 0182 -0070 -0037 0032 -0006 -0.016 -0.094 0003 -0.040 0017 0075 -0.030
7_2. Attracting new clients 0900+ -0034 -0.151 -0.364 -0.089 0034 0049 0016 0080 0000 0013 -0008 -0.112 0027 0099 0029 -0.012
7_3. General costs reduction 0924 0091 -0244 0219 0050 -0.008 0023 0007 0002 -0.047 0101 0065 -0.016 0105 -0002 0023
12_3. Improved marketing 0915¢ -0.178 -0.275 0086 -0.158 0093 -0.044 0003 0.017 -0.006 -0.067 0039 0028 0002 -0.033
12 4. Communication costs reduction 0874« 0080 0032 0013 0089 0097 0032 0019 0015 0055 0026 0034 0021 0000
12_5. Strengthening relations with partners 0.873* 0121 0128 0029 0028 -0.067 0.001 0051 -0.031 -0.03% 0108 0088 0.000
8_1. Non return of high investments 09012 -0.167 -0.246 0213 -0.163 -0.041 0073 -0.045 -0.080 -0023 0102 -0.013
8 2. Lack of trust in online ransactions 0873 0190 0074 -0.163 -0.285 0120 0111 0104 0075 -0032 -0.017
8_3. Lack of online capacity of suppliers 0923 0166 -0.139 0121 0075 0026 0037 0041 0059 -0.0:
8_4. Loss of personal relations 0903 -0.148 -0.249 0090 -0.050 -0.071 0121 0124 0049
8_5. Lack of staff IT knowledge and skills 0915 0152 0006 -0.013 0030 -0027 -0.099 0.104
8_6. Unstable niche of online consumers 0.896* 0014 0005 0022 0016 009% -0.107
9_1. Competitors have introduced 08912 -0.248 -0.430 0048 0012 0057
9 2. Online customers increased 0.894> -0.336 0027 0029 0052
9_5. Online suppliers increased 0.866= 0.080 0016 -0.075
16_1. Percent unaccounted salaries 0.874* 0185 -0.335
16_2. Percent unaccounted deals 0.874« -0.406
16_3. Percent unpaid taxes 0.8112

Measures of Sampling Adequacy (MSA)

32



Vladimirov, Z. (2015) / European Journal of Tourism Research 10, pp. 5-34

Appendix 3. Review of the research constructs, factors, and authors

Construct Factors Authors
Technological Perceived advantages and benefits: General: Morrison and King (2002); Rogers (2003);
context Increasing market share; attracting new Gunasekaran and Ngai (2005); McKechnie et al.

Organisational
readiness

Industry
environment

Shadow
economic
practices

E-business
adoption

Manager
experience

clients; general cost reduction; improved
marketing; communication costs
reduction; strengthening relations with
partners.

Perceived disadvantages and barriers:
Non return of high investments; lack of
trust in online transactions; lack of online
capacity of suppliers; loss of personal
relations; lack of staff IT knowledge and
skills; unstable niche of online
consumers.

Firm size and IT infrastructure:

Firm resources; level of IT equipment;
internet speed

Human capital:
Staff IT expertise; and staff IT training

Competition and competitors’ behaviour
in respect to the e-business adoption;
increased number of online suppliers;
increased number of online customers

Percent unaccounted salaries; percent

unaccounted deals; percent unpaid taxes

Availability of: online reservation system;
online payment system; SCM and/or
CRM; ERP system

Scale (1-5)

(2006); Ifinedo (2011).

Specific: Poon and Swatman (1999); Baldwin et al.
(2000); Raymond (2001); MacGregor and Vrazalic
(2004); Grandon and Pearson (2004); Levy et al.
(2005); Fillis and Wagner (2005); Hsu et al. (2006);
Al-Qirim (2007); Saffu and Walker (2008); Simmons
et al. (2008); Boateng and Heeks (2008); Teo et al.
(2009); Chibelushi and Costello (2009); Kwun et al.
(2010); Pham et al. (2011);

Specific: Ritchie and Brindley (2001); Lawson et al.
(2003); Riemenschneider et al. (2003); Simpson and
Docherty (2004); Migiro and Ocholla (2005);
Galloway (2006); Stockdale and Standing (2006);
Saffu and Walker (2008); Simmons et al. (2008);
Johnson (2010); Kwun et al. (2010); Pham et al.
(2011).

Firm size and IT infrastructure: Daniel et al. (2002);
Wang and Cheung (2004); Lucchetti and
Sterlacchini (2004); Lefebvre et al. (2005);
Stockdale and Standing (2006); Parker and
Castleman (2007); Karakaya and Shea (2008); Lun
and Quaddus (2011).

Human capital: O’'Donnell et al. (2001); Caldeira
and Ward (2002); Fabiani et al. (2005); Wolcott et
al. (2008); To & Ngai (2007); Eikebrokk and Olsen
(2007); Jones et al. (2011)

Merhtens et al. (2001); Raymond (2001); Daniel et
al. (2002); Baldwin et al. (2004); OECD (2004); Love
et al. (2005); Levy et al. (2005); Wu et al. (2006);
Jeon et al. (2006); Dinlersoz and Pereira (2007);
Sparling et al. (2007); Lee and Kim (2007); Bayo-
Moriones and Lera-Lépez (2007); Niininen et al.
(2007); Shih (2008); Ludivine (2009); Zhu and
Thatcher (2010); Oliveira and Martins (2010).
OECD (2004); Humphrey et al. (2003) ; Anderson et
al. (2004); Kshetri (2010); Welter and Smallbone
(2011); OECD (2012); Visa Europe et al. (2013); EU
Parliament (2013)

Wang and Cheung (2004); Fillis and Wagner (2005);
Hsu et al. (2006); Bayo-Moriones and Lera-Lépez
(2007); Pan and Jang (2008); Lin and Lin, 2008;
Salwani et al. (2009); Bao and Sun (2010);
Beckinsale et al. (2010), Chang et al. (2010);
Oliveira and Martins (2010; 2011); Ghobakhloo et al.
(2011), Cosgun and Dogerlioglu (2012), Peixin
and Xie (2012), Abou-Shouk et al. (2013); Jabeur et
al. (2013)

Caldeira and Ward (2002); To and Ngai (2007);
Eikebrokk and Olsen (2007)
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Appendix 4. Demographic data of the interviewed managers

Respondents Type of company Job position Edu Age Gender
cation
R1 Hotel HR manager High 55 M
R2 Travel agent Manager High 30 M
R3 Hotel Administrator High 38 F
R4 Hotel Manager Dr 40 M
R5 Tour operator & travel agent Manager High 40 M
distribution
R6 Tour operator Manager High 36 M
R7 Tour operator & travel agent Manager High 31 M
R8 Tour operator & travel agent Manager High 45 M
R9 Travel agent Manager High 50 M
R10 Tour operator & travel agent Manager High 30 F
R11 Tour operator Manager High 41 M
R12 Hotel Manager High 33 M
R13 Tour operator & travel agent Manager High 35 F
R14 Tour operator & travel agent Manager High 38 M
R15 Tour operator Manager High 40 M
R16 Tour operator Manager High 31 M
R17 Tour operator Manager High 39 F
R18 Tour operator Manager High 43 M
R19 Hotel Sales manager High 51 M
R20 Travel agent Clients manager High 27 F
R21 Tour operator & travel agent Manager High 45 M
R22 Tour operator & travel agent Manager contracts  High 36 M
R23 Tour operator Advertising High 30 M
manager
R24 Hotel Manager High 46 M
R25 Tour operator & travel agent Manager High 33 M
R26 Hotel Administrator Dr 45 M
R27 Apart-hotel Manager High 49 M
R28 Tour operator & travel agent Manager High 35 M
R29 Hotel Administrator High 33 M
R30 Tour operator & travel agent Manager High 41 M
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