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Discussion Paper

ABSTRACT
The catalyst for this research was evidence that the Internet was not delivering the predicted benefits to rural SMEs and therefore this study is focused on adoption of the Internet by rural micro-firms in the tourism industry. The research aim is to understand why, when it could deliver significant benefits in terms of growth and competitive advantage, the Internet was not being fully exploited by these firms. In order to achieve this the study will investigate the factors that impact upon a firm’s adoption of the Internet and explore the adoption of Internet based technology (IBT) in rural micro-firms (RMFs) in the tourism industry in order to understand the adoption process.  

This discussion paper forms part of a literature review for the study.

The literature review focuses on the factors that affect Internet adoption in SMEs and the theoretical basis for adoption. Firstly it identifies early predictions of the benefits of Internet use by rural SMEs and then by establishes the credibility of these predictions through identifying the scope and scale of policy led initiatives designed to encourage Internet adoption. It then affirms the value of the Internet to rural SMEs by presenting conclusive research based evidence that Internet adoption brings significant benefits to SMEs. It concludes by citing research which demonstrates a lull in Internet take up evidenced through a lack of broadband adoption and a reluctance on the part of SMEs to progress beyond the basic Internet use of eMail and a web site. 

The literature review also establishes a framework for the research project by reviewing the current eBusiness adoption models and concludes by linking the theoretical basis for the research, which is based on the work of Rogers into the diffusion of innovation, with the study aims and outcomes. 

The methodology proposes a qualitative approach to data collection utilising in-depth case study style interviews to meet the needs of the research questions. This will provide for a deep narrow exploration of a firm’s adoption of the Internet and as a consequence be focused on a real life process in context. The interviews will focus on the taken-for-granted as well as the significant and unusual and utilise multiple sources of information such as supporting documentation, diaries and communication audits where appropriate. The resulting data will be detailed, descriptive and holistic and needs to explore relationships and connections between communications change agents and actions.
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INTRODUCTION


One of the most significant cultural changes this century, the dawn of the Information age, has brought about change in the way we carry out many processes both in our home and work life. Technologies that support this new age are known as information and communication technology or ICT. The Internet
 is a pivotal sub-set of ICT and its rapid growth has facilitated the information age. “The information age is upon us at an unparalleled rate of growth. The Internet spearheads the drive forward…” (Lane and Tate, 2000). One of the main reasons for this is that the world wide web
, a very large set of linked documents and other files located on computers and used to access, manipulate, and download data and programs, is connected via the Internet.

Back in 1995 Douglas E. Comer, professor of computer science at Perdu University and one of the researchers who contributed to the Internet as it was being formed in the late 1970s and 80s, wrote, “The world is changing. A revolution is taking place.” “The Internet has arrived.”

“The adoption of internet technologies by firms has been seen as a way of improving business performance, enhancing competitive advantage and influencing various efficiencies, sales, supplier relationships and so on. Implicit in much of this is the notion that firms will adopt internet and information technologies, or they will fail.” Slade and Van Akkeren (2002) 

This paradigm, which dictates government policy and much current thinking, is not borne out in all situations as is evidenced by recent research. It has been posited that rural SMEs were slow to understand the benefits of ICT adoption (Mitchell and Clark, 1999; North and Smallbone, 2000) and are similarly slow to adopt the Internet. 

The Scottish e-Business Survey (2005) provides support for this view as despite 84% of adopters in Dumfries & Galloway stating that they have found some benefit from Internet adoption there is a lull in Internet take up evidenced through lack of broadband adoption and a reluctance on the part of SMEs to progress beyond the basic Internet use of eMail and a web site.

This would indicate that the Internet is not delivering the expected benefits to rural tourism firms therefore the aim of the research is to establish why is the Internet not being fully exploited by these firms.

RESEARCH ISSUES

When specifically researching the Internet problems arise in identifying its true impact. The intent of research can be obscured in one of three ways. The first is that the Internet is often grouped in with eBusiness and eCommerce (for example see Jeffcoate et al, 2002). The second is that it is included under the ICT umbrella (for example Deakins et al, 2004) observed that “The current tendency is for studies of ICT use by SMEs to focus exclusively on Internet based and other networked technologies.”) The third is that the title of the paper can be misleading. For example in instances such as Mendo and Fitzgerald (2005); the research title describes it as studying ‘e-business progression’ in SMEs but it is actually researching the Internet as a stand-alone technology. Furthermore researchers continue to classify the internet technologies as a subset of ICT, eCommerce or eBusiness although a new designation for an Internet enabled subset has been introduced; Internet based technologies or IBT. (Ramsey and Cole, 2005) Although this label has yet to find wide usage it will be used to describe the technology that is referred to in this thesis as it the most accurate in this context. 

In order to establish the contextual framework for the study the initial part of the literature review discusses current thinking on IBT adoption in SMEs and identifies the adoption models in current use. The second part lays out the direction of Government support and policy issues. This is followed by a section that identifies the issues that impact upon the adoption of ICT and subsequently IBTs in SMEs and goes on to introduces and discuss the relevance of the theoretical underpinning used in this thesis. The literature review concludes by identifying issues that have arisen from the literature review to take forward to the primary research stage.

EARLY RESEARCH INTO ICT

Since the start of the information age internet technologies have understandably been the focus of a substantial body of research. Initially this focus was firmly on all the information and communication technologies (ICTs) until the exponential growth of the Internet and the subsequent proliferation of eBusiness shifted the focus towards the potential of the world wide web. It was inevitable that these technologies became linked with SMEs due to the benefits internet technologies can deliver to small businesses; indeed eBusiness is often heralded as “SMEs gateway to global business and markets…” (Liikanen, 2001). Consequently SME research itself became more diverse with studies into specific elements of ICT such as the world wide web, eBusiness and eCommerce. During the later 1990s when this expanded to include the issues of rurality in conjunction with digital technology applications (for example Cosh and Hughes, 2000) it was inevitable that adoption would feature as a research subject in an attempt to understand this phenomenon. Research into the adoption of the Internet by SMEs began in earnest in the early 90s and has continued to grow in line with the obvious interest and importance of the subject. 

Research into Internet adoption has inevitably assumed the same measure of success as that of Internet adoption that is measured purely in numbers of adopters rather than depth of adoption. Statistics usually refer to adoption in terms of users as a percentage of the population as a whole rather than the depth of adoption of the individual. An example is research into the use of the Internet by SMEs, Scottish e-Business Survey, (SEBS) 2005). 

This thesis attempts to overcome the generalisations and imitations of this approach by investigating the process of adoption and depth of the use, referred to as sophistication of use, of the Internet amongst a specific user group rather than just identifying those who have or have not adopted the technology. 

RESEARCH ON ICT ADOPTION IN SMEs

As the Internet is classified as an ICT we can draw on research into ICT adoption. This section is an overview of the research previously carried out amongst SMEs to investigate the use of ICT in SMEs. It looks at the four main methods of research and identifies where it can be related to research into Internet use in micro-firms.

Beckinsale and Ram (2005) posit that research into the use of ICT within SMEs can be grouped into four areas of investigation. As we have established research into ICT is a blanket term used for research into eBusiness, eCommerce and the Internet and so these areas of investigation apply to the adoption of the Internet.

The first is research that questions the assumption, which has become an accepted paradigm, that all businesses will benefit from the use of ICT and that inevitably all small and micro enterprises will profit from its adoption. (Shiels et al 2003; Bharadwaj, 2000)

The second area seeks to establish how ICT is used by SMEs and in doing so highlight the key success factors for ICT implementation. (Bharadwaj, 2000)

The third area focuses on the extent that ICT is used by SMEs as a strategic tool and investigate the capabilities and structures required by a small firm if they are to fully exploit this technology. (Tidd et al, 1997)

The final area of research investigates ICT adoption and usually achieves this through examining the differences between adopters and non-adopters. (Beckinsale and Ram, 2005)

With regard to the first area there is a substantial and authoritative body of evidence to support the value of Internet adoption for small and micro-businesses. Examples of this research are:

Table 1: Research results that support the value of the Internet for SMEs

	Research findings
	Researcher(s)

	“The adoption of internet technologies by firms has been seen as a way of improving business performance, enhancing competitive advantage and influencing various efficiencies, sales, supplier relationships and so on. Implicit in much of this is the notion that firms will adopt internet and information technologies, or they will fail.” 
	Slade and Van Akkeren (2002)

	“Information transfer through evolving PC and Internet technologies is enhancing agricultural marketing strategies and improving possibilities for farm profitability” 
	Lasley et al (2001)

	“The computer age has lowered the cost of obtaining, producing, and delivering information while increasing the quantity and rate at which information flows.”
	Paarlberg and Paarlberg (2000)

	“…small companies adopting Internet commerce believed that the Internet facilitated them in information gathering and time saving.” 
	Poon and Swatman (1999)

	“Expanded application and use of Internet technology by farmers provides valuable information to assist with making farm business decisions.” 
	Ferreira (1999)


These research findings coupled with the fact that recently the nature of policy initiatives aimed at SME start-up and support has favoured Internet connectivity provide overwhelming evidence of the value of the Internet for SMEs. This is supported by the findings of the Scottish e-Business Survey (SEBS) carried out in June/July that surveyed over 8,000 organisations of all types and sizes across Scotland. The findings showed that only 67% of businesses surveyed felt that ‘Managing the relationship with your customer’ was important to their organisation and only 40% support that ‘business process’ with IT. This would appear to indicate that there is a huge gap between businesses perception of what can be achieved through the use of IBTs and what is actually being achieved.

That research which questions the assumption that all businesses will benefit from the use of ICT and that inevitably all small and micro enterprises will profit from its adoption is still being carried out leads to an obvious conclusion. This is that despite that the evidence that supports the assumption it can not be meeting expectations in some areas. It has been posited that rural SMEs were slow to understand the benefits of ICT adoption (Mitchell and Clark, 1999; North and Smallbone, 2000) and are similarly slow to adopt the Internet (Slade and Van Akkeren, 2002; Levenburg and Dandridge 2000; Forman, 2005). We can therefore assume that the other three approaches are designed to understand why not. 

IDENTIFYING THE DETERMINANTS OF INTERNET ADOPTION

A typology that reviews the factors that affect Internet adoption drawn from secondary research sources can be found in Appendix 2. 1(Table 3. Typology of the factors that affect Internet adoption). As this typology demonstrates a varied and complex picture emerges. There is a far greater emphasis on factors that are external to the organisation rather than internal. This balance between internal and external focus is illustrated by research carried out in 1999 by Lauder and Westall and Poon and Swatman who conclude that the adoption of ICT varies in relation to five main factors. Namely size of business, awareness of the benefits of the technology, the type of customers, level of internationalisation and its imposition by larger trading partners and suppliers. Most significantly the task of formulating policy designed to provide support in order to promote increased take up of eBusiness, becomes extremely complex when faced with using such a diverse range of factors which impact upon Internet adoption to inform policy direction.

Research investigating Internet adoption

The position taken by the DTI SME eCommerce Adoption Ladder is that Internet adoption is a growth strategy, a position that is supported by some research “it is increasingly speculated that SMEs will be able to capture global markets, sell to international customers and compete favourably with large corporations.” (Ramsey et al, 2003). Yet Cohen and Levinthal (1998) stated that “the opportunity to adopt or intensify the use of Internet-based technologies (IBTs) will, depend primarily on the firm’s endowment with human capital and its innovative activity.” (as cited in Ramsey and McCole, 2004) positing that it is micro characteristics rather than macro strategy that determine potential to adopt.
From research specifically investigating Internet adoption, the following determinants of Internet adoption in SMEs have been established supporting this position.

Table 2: Determinants of Internet adoption drawn from research specifically into Internet adoption in SMEs

	Determinants of adoption of the Internet
	Researcher(s)

	Stage of growth
	Mendo and Fitzgerald, 2005

	Costs and benefits
	Forman 2005

	Technological readiness variables and business size
	Karakaya and Khalil, 2004

	Benefits and business readiness 

(Usefulness of the features and conductiveness of the environment to adoption)
	Hovav et al 2004

	Company size, financial condition and technological readiness
	Karakaya and Khalil, 2004

	External pressure, technology skills availability, educational level of owner and cost (Competitive position, industry demands, skill demands, formal education of the owner and the capacity to recognise the costs of installation)
	Slade and Van Akkeren (2002)

	Experience and perceived usefulness
	

	Prior technology use and customer service
	Dholakia and Kshetri 2004

	Company culture, product relevance, industrial sector relevance and perception of owner/manager, customer demand, supplier demand 
	Fillis et al, 2004

	Lack of vision and prior knowledge
	Jones et al., 2003

	Infrastructure and connection and access to training
	Deakins et al, 2003

	Provision of software
	Chapman et al, 2000

	Support provision
	Chapman et al, 2000, Sparkes and Thomas, 2001


These determinants are predominantly organisation based and comprise characteristics and attitudes of the company itself. The only external features are market and technology support based.

Internet adoption research methodologies

A method used in Internet adoption research is to base assumptions on the factors that affect adoption of the Internet on the factors of adoption of other technology innovations that are deemed to be similar. This method of ‘standing on the shoulders of giants’ as attributed most famously to Sir Isaac Newton in 1676 (Haycock, 2005) has long been used to build upon previous knowledge.
 As a result research on adoption of the Internet has often based on models of EDI (electronic data Interchange) adoption. For example Mehrtens, et al (2001), who justify this approach through citing the similarities between the Internet and EDI. Namely that EDI “provides an electronic link with customers”. This oversimplification ignores the communication function of the Internet and yet has resulted in the factors that affect adoption of EDI cropping up regularly in Internet adoption research. These are:

· Perceived benefits

· Organisational readiness

· External pressures on the organisation

Whilst these broad categories may at first appear to be relevant to investigating Internet adoption their regular appearance as the factors which impact upon Internet adoption is not substantiated and there are many others with equal if not higher frequency and merit.

GOVERNMENT POLICY AND INTERNET ADOPTION IN SMEs

Government policy for encouraging Internet adoption was laid out in the white paper produced by the Department of Trade and Industry in 2000. There is one aim of these strategies, growth. Specifically “to reverse a century of relative economic decline by raising the sustainable rate of growth.” The Government aim was to put in place “policies and programmes to help businesses innovate and succeed as we all face the challenge of the knowledge driven economy.” (DTI, 2000)

One of the demands increasing the pressure for change is cited as electronic commerce as it is “radically changing the way business meets customers' demands”. This will contribute to their aim to “make the UK a global hub for electronic commerce.” as part of ‘promoting competition’.

The Government see their role as investing in “British capabilities such as science, skills, innovative finance and digital technologies.” In terms of RMFs their pledge is to “help one million small businesses become proficient in the technologies they need to compete in the digital marketplace”.

This white paper
 majors specifically on eCommerce and links the ‘digital marketplace’ firmly with growth. When referring to investing in digital technologies there is no doubt that it applies specifically to a digital marketplace or eCommerce and not eBusiness. 

This very entrenched Government position is summed up in one of the entries in their ‘Checklist of Commitments’ – “launch new support services aimed at helping one million UK businesses to get wired up to the digital market place by 2002.”

In terms of the implementation of this policy, there is a focus on a blanket approach to getting SMEs online. Initiatives attempt to drive SMEs up the Department of Trade and Industry (DTI) SME eCommerce Adoption Ladder without recognising individual factors that may influence the pace and or breadth of diffusion. The final stage of this model is an e-commerce solution (transactional website) and full back end integration described as a ‘transformed organisation’. Research and practice do not support the view that this level of technology adoption is regarded as being desirable or practical for SMEs.

In the DTI white paper it does state that “The Government has a critical part to play in building the capabilities the UK needs to compete by: helping business make the most of information technology …” but this interpretation of the policy seems to get lost in translation. In practice, making the ‘most’ of information technology equates to implementing eCommerce.

Stages of growth models and their impact on policy direction

In seeking to understand how businesses adopt the Internet there have been several studies designed to explore their level and sequence of adoption (Montealegre, 1998; Martin and Matlay, 2001; Jeffcoate et al, 2002). As a result there have been as many attempts to map the journey of discovery that a business new to this technology might take. (Papazafeiropoulou et al, 2002; Kaynak et al, 2005) and a number of ‘stages of growth’ models have been developed. The ‘stages’ in these models represent the evolutionary phases that a business, entering the e-business marketplace, will pass through in progressing towards greater sophistication in their use of ICTs. 

‘Stages of growth’ models resulting from studies in this area include:

· Five levels of IT enabled business transformation (Venkatraman, 1994) – Based exclusively on large organisations i.e. IBM, OTIS Elevators and Bose Corporation.

· Internet to internal applications systems integration model (Poon and Swatman, 1997)

· The commitment-implementation matrix model (Stroud, 1998)

· The e-business life cycle model (Berryman, 1999)

· The Internet commerce maturity model (Poon and Swatman, 1999)

· The Department of Trade and Industry (DTI) SME e-business adoption ladder (DTI, 2000)

· The stages of growth model (McKay et al, 2000)

· Papazafeiropoulou et al’s ‘selection matrix. (2002)

The generally held belief is that SMEs are predisposed to adopt ICT in sequential steps or levels. Daniel et al, (2002) go on to propose that “At each stage they will develop certain e-commerce services from which they will gain experience and hence dissipate uncertainty and risk, which will be of benefit when they proceed to develop further services”.  All these models have been developed to apply to e-business or e-commerce and although marketing and communications feature in them they have not been designed to delineate any route other than one that leads ultimately to a fully transactional Internet capability known as eCommerce. 

Of these models the DTI SME e-business adoption ladder is the only model that takes size of business into account. Hence, this study will use the DTI SME e-business adoption ladder as a basis for investigation into the adoption of IBTs by RMFs in the tourism industry for two key reasons. Firstly it is concerned primarily with SMEs and second informing policy is one of the aims of this study and this model is the driver for current Government policy implementation through out the rural SME business community. It lies at “… the heart of governmental understanding of the adoption of Information Communication Technologies (ICTs) by existing small firms.”  (Sargeant, 2000) 

DTI SME e-business adoption ladder explored

The DTI SME e-business adoption ladder model consists of five stages of organisational change and increased sophistication. The first axis comprises of; 1. e-mail; 2. website; 3. e-commerce; 4. e-business resulting in 5. transformed organisations. The other axis is made up of business benefits. It presents a vision of small firms moving towards full e-business integration of ITC in a series of well-planned, sequential steps and that one step precedes another in a set sequence. 
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Figure 1: DTI SME e-business adoption ladder (DTI, 2000)

The most significant value of this and other similar models (Venkatraman, 1994; Poon and Swatman, 1997; Stroud 1998; Berryman, 1999; and Poon and Swatman, 1999) is their ability to provide a means of benchmarking ICT activity. Whilst of evident value to government bodies and policy makers this simple benchmarking outcome does not meet the needs of the firms themselves as classifying and comparing levels of use does not offer guidance on how IBTs can best be diffused, adopted and exploited. Therefore their value beyond this categorising function is in question.

Criticism of the model concludes (Kai-Uwe Brock, 2000 and Fallon and Moran, 2000) that it is an oversimplification of complex issues, a lack of acknowledgement of the dynamic nature of business, the business environment and innovation itself. Martin and Matlay (2001) describe it as representing “both a limited and limiting vision of government-inspired support for the ICT implementation and development needs of firms operating in the small business sector of the UK economy.” This is partly because this model is an example of the type of linear model that is often used to describe small firm activity. This in its self is problematic as a linear approach has a tendency to oversimplify complex issues, processes and circumstances and ignore individual factors such as size, structure and range of available resources. (Kai-Uwe Brock, 2000; Fallon and Moran, 2000) As well as the diversity displayed by the small business sector “where variety can lie in size, economic activity, geographic position, resource availability and ICT adoption stage.” (Martin and Matlay, 2001)

CONTEXTUAL FRAMEWORK OF THE STUDY

Research predicts an optimistic view of the future of for SMEs through the use of eBusiness via the Internet. Yet following initial trial of the Internet by SMEs (eMail and the presence of a web site) there is an identifiable lack of integration into the business and they are not progressing to full adoption? It was noted in the Scottish e-Business Survey (SEBS, 2005) that broadband is not being taken up in areas where it is available. And also evidenced by the results of research carried out by Highland Business Research (2005) that concluded that: 95% of respondents agreed or somewhat agreed that the web was a key marketing tool. However when questions asked the range of Internet delivered communications investigated by the research the response was relatively low. (The focus of the research was use of eCommerce and eMail and the presence of a web site).  Research reveals that the Internet is not being used to its fullest potential in specific industry sectors where it could deliver significant benefits. 

Current policy supports Internet adoption by identifying strategy as a key factor for Internet adoption as the key message is growth. The result of this is that eBusiness equates to eCommerce which in turn becomes the key driver for policy delivery. This view is unsupported by research, which identifies strategy as only one of several diverse factors in the innovation–decision process. 

However there are many different factors that affect Internet adoption and very differing views on which are the key factors that affect Internet adoption.

There appear to be three differing views on factors that influence the adoption of the Internet. 

Firstly there is the view of academics who have specifically researched the adoption of the Internet and concentrate on micro level factors from within the business that include pull factors from customers, consumers or suppliers, geographic location, imposition by larger trading partners and the lure of internationalisation etc.

Secondly there follows the view of researchers into adoption in a wider context who in addition list more externally focused macro level factors and a significantly higher number of factors. Strategy is also highlighted through references to vision, business needs and growth.

Thirdly and conversely the theoretical view, as proposed by Rogers (1995), focuses on the process of adoption as well as factors that characterise the individual adopter and the relationship between the adopter and change agent. This relationship is affected in turn by external factors such as culture, ethnicity, education, language, geography etc. but is essentially a micro view.

Current stages of growth models map the journey of discovery that a business new to this technology might take but assume that this journey starts with actual adoption and ignore the activities, communication and processes that takes place before adoption. Also they provide a useful, if blunt, benchmark for a firm’s stage of technology adoption but provide no clue as to how these stages may be successfully and effectively arrived at. 

There are several significant paradigms that directly impact upon the research and will be explored through the study. 

Paradigm 1. Adoption of the Internet equates to business success

On a macro level it is universally accepted that “for all intents and purposes, you cannot compete nowadays without some kind of e-business strategy”. (Rodgers, et al, 2002:184)  This paradigm is supported by current policy initiatives evidenced as the DTI Adoption model. In 2000 one of the Labour Party pledges was to “help one million small businesses become proficient in the technologies they need to compete in the digital marketplace. (DTI, 2000) further reinforcing the paradigm that the Internet is an essential business tool for SMEs if they wish to be competitive. It is accepted that the Internet has significantly changed the way that businesses of all sizes carry out their business processes to their benefit.

Paradigm 2. Internet adoption can overcome the issues of peripherality 

On a micro level it is agreed that use of the Internet can help in overcoming the issues of rural peripherality particularly those associated with communication which is costly and time consuming. (Lasley et al, 2001: Ferreira, 1999) This view is supported by specific policy initiatives (for example Broadband for Scotland) and research findings, for example Lasley et al (2001) found that ‘Information transfer through evolving PC and Internet technologies is enhancing agricultural marketing strategies and improving possibilities for farm profitability’. Tourism is a key industry sector in rural areas and there is a clear fit between the Internet and the Tourism sector with benefits to be had for both company and consumer. In recognition of this there is significant policy support for Internet and broadband adoption in rural areas. 

Paradigm 3. Successful adoption of the Internet needs broadband

In terms of enabling adoption via connectivity there are many misconceptions. It is a widely held belief that to intensify the use of IBTs amongst rural SMEs they must have broadband availability. This is evidenced by the ‘Broadband for Scotland’ campaign and website. Yet 34% of non-broadband connectors believe broadband is not available to them but reside in enabled exchange areas. (Scottish e-Business Survey, 2005) This would appear to suggest that they either have no particular need for enhanced bandwidth or do not perceive that they have a need for enhanced bandwidth. If they had they would have taken steps to find out if there was broadband availability or not. This would appear to throw doubt on the impact of bandwidth availability on ICT adoption.

Paradigm 4. eBusiness is the definitive conclusion for all businesses

Policy advocates that businesses should progress straight up the DTI SME e-business adoption ladder
  from email adoption to e-business in order to become a ‘transformed’ organisation. This is because of the perception that “eBusiness is the “SMEs gateway to global business and markets…”.  (Liikanen, 2001) irrespective of the fact that this one-size fits all approach may not suit the needs of al businesses particularly RMFs. The sheer scale of policy initiatives designed to promote Internet adoption by RMFs would appear to indicate that policy also plays a key role in the diffusion of the IBTs associated with achieving ‘transformed’ status and highlights the importance of growth models in the diffusion and adoption process.

From the contextual framework the theoretical basis for the study can be drawn as it would indicate that the theoretical basis for the thesis lies in the area of the adoption or rejection of IBTs as a strategic business tool at an individual level.

THE THEORETICAL BASIS OF THE STUDY

This section introduces the theoretical framework for the thesis and discussed its relevance in this context. 

The ‘Diffusion of Innovation’ (Rogers, 1995) amalgamates two processes: diffusion and adoption. Diffusion examines the means by which new ideas are taken up by society (a macro-diffusion process). Adoption examines the take up of new ideas at the level of the individual (a micro-adoption process). Therefore this study is concerned with the micro-adoption process that is the innovation-decision process.

The innovation-decision process (Rogers, 1962; 1983; 1995) is a model that describes an individuals journey from first contact with an innovation to forming an opinion on the innovation, to making the decision to adopt or reject it, implementing the innovation and then, perhaps most importantly confirmation of the decision. Rogers (1995) defines adoption as “the process by which the individual becomes committed to the continued use and or repurchase of an innovation” and is therefore dependent on an individuals decision making or ‘adoption process’.

It is a common belief that a revolutionary new product (or innovation) will ‘sell itself’ and be adopted at a rapid rate. The reality is that without a specific diffusion strategy, innovations diffuse at a bafflingly slow rate. The decision to adopt an innovation is not an instantaneous decision, it is a series of actions that occur over time and are supported by information supplied via various channels. The stages are:

· Knowledge

· Persuasion

· Decision

· Implementation

· Confirmation

Due to the dependence of the process on information and communication the model is paralleled by the stages of the hierarchy of communication effects model (McGuire, 1989) as communication effects occur in this way for most individuals who pass through the stages of the innovation-decision process. The basic premise is that at each stage different communication methods or channels play a role in moving potential adopters from one stage to the next.

Conclusion

To conclude the key message here is that this research is being carried out in a climate of change. There are cultural changes brought about by new work/life practices as a result of the adoption of ICT, industry sector change enabled by new technology and heightened customer and consumer expectations and organisational change as firms integrate technology into their business practices.

“Information technology (and therefore the Internet) does not only enable, but also induces change” Werthner and Klein (1999). 

PROPOSED METHOD 

Case study style interviews

The type of information required to answer the research questions can only be collected through qualitative means during in-depth case study style interviews. In order to fully understand the adoption process the interviewer will identify at which point each factor impacted upon the process and establish to what extent. The interviewer will also identify the source and format of any interventions that directly affected the adoption of IBTs in RMFs and establish what effect that intervention had. In order to access and quantify this information an interview guide will be developed to ensure that all relevant areas are discussed. The interview guide will utilise the response hierarchy model and a typology of adoption factors identified in the literature review as basis for conversations. 

Communications audit

An communications audit will also be undertaken to establish which stakeholders are being communicated with online and by what online means. The format will be a combination of interview and a review of paper based and digital communications including the firms Internet presence. 

Key informant Interviews

In order to identify the source and format of formal interventions that potentially could have affected the adoption of IBTs in key informant interviews will be held with agencies involved in delivering policy driven SME support. These will include Broadband for Scotland, the Scottish Executive, Scottish Enterprise, Princes Scottish Youth Business Trust, VisitScotland, Dumfries and Galloway Council, Dumfries Chamber of Commerce and Business Gateway. Representatives of all of these eight organisations have agreed to being interviewed.

	
	Organisation
	Name/department

	1
	Scottish Enterprise
	David Byers, Broadband for Scotland and The Web Forum

	2
	Scottish Enterprise
	Alison McColl,  Manager - Tourism Cluster Development

	3
	Local Government 
	Tony Fitzpatrick, Rural Network

	4
	PSYBT
	Chris Brown

	5
	Business Gateway
	Leah Rafferty

	6
	Dumfries & Galloway Council
	Damien Wilson

Operations Manager, Regeneration and Europe, Economic Regeneration Group 

	7
	Chamber of Commerce
	Margaret Burton

	8
	Scottish Tourist Board

(VisitScotland)
	Anne Massey, Business Relationships and Marketing Manager


Supplier and customer feedback

Where possible feedback on the online communication activities of each of the case study firms will be sought in order to gain a more holistic view of the situation and triangulate findings. This feedback will be sought from the most appropriate source or mix of sources from the following:

· Written feedback – on or offline

· Telephone interviews

· Short face to face interviews

· Additional literature available from the firm. E.g. customer comments or feedback

· Historic sales figures

SAMPLE SELECTION


Qualitative
The criteria for the sample as drawn from the literature review is defined as being:

· Size of business: Micro (As EU definition)

· Geographic location: Dumfries and Galloway

· Geographic environment: Rural

· Industry: Tourism related

· Market: Predominantly non-local

· Customer: B2C

· Adoption process: Each firm at a different stage in the adoption process

This study will follow the approach of Creswell (1998) who advocates selecting “cases that show different perspectives on the problem, process or event” therefore the researcher will identify a purposeful sample of micro-enterprises the following types of micro-firms in the tourism industry in Dumfries and Galloway.


· Tourism focused farm diversification

· Tourism focused accommodation providers

· Craft manufacturers

· Leisure activity providers 

· Tourism focused retailers

· Tourism focused service providers (e.g. Guided holidays)

A craft manufacturer, a speciality retailer, a tourist attraction, a catering company, a tourist activity provider, an art gallery, a 9 hole golf club, an artist and three different types of accommodation provider have already been identified, approached and have agreed to participate. One of these RMFs was selected for the pilot interview, which was carried out earlier this year.

Daymon and Holloway (2003) recommend two or more cases as being the optimum number in order to enable some measure of generalisation to the wider universe. But go on to say “It is not usual to choose more than four cases because the larger the number, the more the benefits of the case study approach will be diminished.” The researcher therefore proposes to carry out one pilot in-depth case-study style interview and four further in-depth case-study style interviews. In order to achieve this number it is anticipated that seven or eight will need to be carried out to ensure that four are found to represent each stage of the adoption process.

Context: A Geographic study – Dumfries and Galloway

Dumfries and Galloway is situated in the South West of Scotland with a close proximity to the Scotland/England border at its eastern end. To the West Northern Ireland lies some 20miles across the North Channel, to the North it borders with Carrick, to the North East is the Northumberland National Park and to the South is the Solway Firth. At one time areas along the East Stewartry coast were known as the Scottish Riviera due the proximity of the Gulf Stream and the resulting milder microclimate.  It occupies most of the western peninsular and covers an area of 2,380 sq. miles. 

The 2003-2004 Scottish Executive Urban-Rural Classification map provides a standard definition of rural areas in Scotland. Dumfries and Galloway is included as one of these areas. This is because as its two main towns Dumfries (with a population of over 30,000) and Stranraer (with a population of over 11,000), lie at the extreme West and East of the region it consists of both remote rural and accessible rural areas.

Dumfries and Galloway is promoted as offering a ‘quality of life that is second to none’ and goes on to say that ‘surveys have rated parts of the area as Britains’ best places to live.’ In the 2001 census the population is listed as 145,800 with 62,700 households. 

The 2003 – 2007 Corporate Plan states that ‘The region offers a quality of life that is difficult to find anywhere else in Scotland.’ This most notably is because it is set within a quality natural environment combining both coastline and countryside. “Few parts of Britain can claim as wide a variety of wildlife and its habitat as Dumfries and Galloway” (Dr Derek A Ratcliffe, retired Chief Scientist of the Nature Conservancy Council, 1999). There are 28 different types of habitat categorised as coastal and marine habitats, farmland habitats, grassland habitats, upland habitats, urban habitats, wetland habitats, and woodland habitats. This demonstrates the scale of bio-diversity in the region and serves to illustrate the very varied and extreme physical characteristics of the area. It is often referred to as ‘Scotland in miniature’ as it contains a sample of every type of physical geography to be found in the whole of Scotland. The quality of the natural environment is one of Dumfries and Galloway’s greatest economic assets and makes a great contribution to the local economy through tourism, farming, forestry, fishing and mineral extraction.

Research shows that in rural areas a higher proportion of both men and women of the population working are in agriculture and agriculture related industries and there is a larger percentage of women working in the hotel and catering industries (Kempson and White, 2001). 

As has been shown Dumfries and Galloway is the ideal location for businesses that meet criteria for the selection of the sample for the primary research. 

DATA COLLECTION 

· Stage one interviews with owner/managers of RMF sample will be recorded and transcribed.

· Sage two In-depth interviews with owner/managers of RMF sample will be recorded and transcribed after a six-month interval.

· Communications Audit – recorded and transcribed interview with paper based and online search.

· Interviews with staff, customers and suppliers where available in person or by phone.

· Key informant Interviews taped and transcribed.

This mix of types of data and data collection methods should produce a high degree of triangulation.

DATA ANALYSIS

The data for analysis will be transcribed from digitally recorded interviews and analysis will be carried out using Emerging Themes Analysis as themes and categories will emerge during the research and data collection.

The data will be coded and then analysed using to identify any tendencies or relationships between variables. Central tendencies will then explored to determine if there are any relationships occurring between variables. The analysis will be supported by QSR Nvivo software

CONCLUSION

Dumfries and Galloway is an ideal location to carry out this study in order to meet the research aims. It is a predominantly remote rural area, has a diverse landscape that supports tourism based businesses and a large percentage of businesses that meet the characteristics demanded by the methodology. Analysis of the Tourism Attitudes survey (Scotexchange, 2001) reveals that 81 per cent of all visitors choose Scotland for it’s beautiful scenery. 

Case studies can be either longitudinal or a snapshot of a point in time.  For the purpose of this study a snapshot approach has been decided upon as being most appropriate as the researcher is hoping to identify the needs of the firms at their particular stage in the adoption process. A criticism of this approach can be that it can lack depth. In this case this does not apply as although the case studies are not longitudinal the breadth of data gathered and differing types of data gathered will achieve depth. To ensure that this is the case the researcher has carried out a pilot case study interrogation designed to confirm the validity of the approach. This allowed for the methodology to be refined and developed to ensure that depth of information was achieved.
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BACKGROUND INFORMATION TO THE STUDY

Rural
 micro-firms

The SME sector is one of the key factors in economic prosperity in many countries including the UK. (MacGregor and Vrazalic, 2005) The number and scale of policy initiatives aimed at SME start-up and support evidence this. 

Deakins and Freel, (2001) point out that ‘it may not be possible to define statistically the small firm or the small firm sector’ but being able to produce accepted definitions of small firms is important because policy and funding may depend on them. 

This separate SME classification recognises that small firms do not operate in the same way as larger firms, SMEs are different to larger organisations therefore it should not be assumed that a small firm is simply a large business scaled down. Lacovou et al (1995) identified that the factors driving small businesses to adopt information systems (IS) were shown to be very different to those driving larger businesses. ‘Resource poverty’, identified as a lack of trained staff and a short range management perspective (Welsh and White, 1981), was found to magnify the effect of environmental impact on SMEs particularly where IS adoption was involved. Other differences between large firms and SMEs that impact upon Internet adoption include a lack of capital to invest in technology innovations (Raymond, 2001), a lack of organisational planning (Tatteh and Burn, 2001) and a lack of technical expertise (Barry and Milner, 2002).

The issues of peripherality 

Resource poverty is an integral part of peripherality. It leaves rural businesses vulnerable to urban competitors who by contrast have immediate access to the services and networks essential to a sustainable business. The use of ICT can overcome the disadvantages associated with the peripherality of rural areas; therefore isolated or rural businesses should benefit significantly from adopting these technologies. A number of recent research reports (e.g., Smallbone, et al, 2002) have highlighted the desirability of small firms in rural areas exploiting the use of ICT and identified it as having considerable potential for their successful development.

“The adoption of internet technologies by firms has been seen as a way of improving business performance, enhancing competitive advantage and influencing various efficiencies, sales, supplier relationships and so on. Implicit in much of this is the notion that firms will adopt internet and information technologies, or they will fail.” (Slade and Van Akkeren, 2002)

Research predicted that use of ICT would overcome the disadvantages associated with the peripherality of rural areas. “In theory, isolated groups will benefit from improved communication since it will allow expansion into national and international markets via e-commerce…” (Wilde et al, 2000). The scale of policy initiatives put in place to aid rural SME Internet adoption evidences that policy now supports this view. For example a major part of the remit of Broadband for Scotland is to encourage rural SMEs to engage with the Internet.

The success of this policy is reflected in the findings of the Scottish e-Business Survey, 2005, which shows that access to the Internet in Scotland is highest in the more remote rural regions
.

The Tourism sector

Poon (1993) in commenting on the tourism industry wrote that it “is in crisis – a crisis of change and uncertainty; a crisis brought on by the rapidly changing nature of the tourism industry itself. After the year 2000, tourism looks nothing like it used to. The industry is in metamorphosis – it is undergoing rapid and radical change.” However this crisis of change was not viewed as a negative but a response to demands being made upon it by economic restructuring, environmental limits to growth, new technology and most importantly more experienced customers who would shape the future of tourism.

Doswell also observed this development. In 1997 he summarised the nature of the tourism industry as being a growth industry in which consumers dominate the market. The tourism sector is made-up of individualised, customised products designed to target specific niche markets thus resulting in a larger number of products and shorter product life cycles. Urry (1990) identified this new ‘postmodern’ tourist which Werthner and Klein (1999) pointed out, were becoming ‘prosumers’ rather than simply the consumers of the past.

As a result postmodern tourism prosumers change their product preferences more frequently and demand better service, which places ever-tougher demands on the communication process within the tourism organisation. The Internet is the tool that has enabled the industry to meet the demands of the postmodern prosumer and is in itself an agent for change. 

The importance of the Tourism sector in Scotland

In Scotland 27,000 businesses are included in the Tourism sector employing 9% of the available workforce. It is designated a key cluster due to its potential to be globally competitive and have significance across Scotland (Scottish Enterprise Operating Plan 2004/07) The cluster core is made up of accommodation providers, restaurants, visitor attractions, retail outlets and transport firms. The public sector also plays a key role through the provision of publicly owned museums, galleries and leisure facilities. They support employment and income generation in other industry sectors such as retail and logistics, food and catering, transport and financial services. 

The Scottish Executive target of increasing visitor spend by 50% by 2015 demonstrates that there is real potential for growth and they are committed to supporting the industry to achieve this target. (Scottish Enterprise Operating Plan 2004/07) The Tourism sector is important to the Scottish economy but vital to local economies, as it is a significant employer in rural areas. Tourism is particularly important as a job provider in rural areas as it also provides training and core skills for young people. The role of Scottish Enterprise is to support the Industry in areas important to its growth and sustainability. VisitScotland, described as an integrated tourism network, is part of that support.

Policy driven broadband provision in Scotland

‘A Smart Successful Scotland’ promotes the enterprise based, strategic vision of the Scottish Executive. It is delivered through a policy and funding focus on business growth and the skills of those individuals who underpin that growth which are seen as essential to enterprise and competitiveness. Economic growth is the top priority of Scottish Ministers and deliverable for the Scottish Enterprise Network is ‘Connecting to the Rest of the World’ (2005).


The Internet is now evolutionary rather than revolutionary and policy makers feel that businesses need to shift from a position of awareness to one where eBusiness becomes an integral part of business as usual. The brief for business support, provided by Enterprise Networks, is now to integrate eBusiness support as part of general business support provision with the focus being on how technological advances can create competitive advantage and growth. This will be achieved by demonstrating how technology can meet specific business needs and by ensuring that benefits are realised through practical application and use. (A Smart, Successful Scotland: Strategic direction for the Enterprise Networks and an enterprise strategy for Scotland, 2004)
“Significant progress has been made in extending digital communications infrastructure ... But the challenge remains to ensure adequate connectivity to support the current and future flows of knowledge and people that must underpin the economy.” (Smart Successful Scotland, 2004)

The availability of broadband connection at competitive prices is seen to be “vital to making sure that Scotland is globally connected” (Measuring a Smart Successful Scotland, 2004) and is seen as both a short and long-term need crucial to the economic growth and sustainability of Scotland. Despite this the cost of broadband in Scotland is the highest among international comparison countries with broadband availability. To match the costs of the lowest broadband cost economy, which is currently Sweden, broadband prices would need to drop by 50%. Costs and coverage have improved, but Scotland still remains behind competitor countries on both counts, especially in the area of level of access to rural areas.

The Scottish Executive strategy for broadband provision is delivered through the Broadband for Scotland programme, which works closely with Business Gateway. This initiative focuses on stimulating demand in order to be able to measure and evaluate success therefore the aim of creating business advantage is not met.

Scottish companies were relatively early adopters of basic eBusiness applications such as on-line trading. This is partly due to Scotland being one of the first areas (even before London) to have an Internet backbone. These early applications (such as eMail) have now become part of business as usual and other developed countries have matched and exceeded Scotland’s adoption levels. 

Appendix 2.

Table 3. Typology of the factors that affect Internet adoption

	Factor groupings
	Factors
	Adoption

	Environmental issues
	Geographic location
	Markus and Soh (2002)

	
	Cultural inertia
	FTFEB to 2001 Report*

	
	Lack of IT vendor engagement
	FTFEB to 2001 Report*

	
	Virtual business networks
	

	
	Business networks
	Ochieng (2005)

	
	Cluster membership
	Ochieng (2005)

	
	Industrial districts
	Ochieng (2005)

	
	Agglomeration 
	Ochieng (2005)


	External demand/pressure
	Peripherality
	

	
	Competitor influence: Keep up with industry standard
	Lacovou et al (1995)

Harrison et al (1997)

	
	Customer demand (Customer readiness)
	Sillence et al (1998) Mehrtens et al (2001) Poon (2000)
Lee and Cheung (2004)

	
	Supplier or Trading partner demand
	Mehrtens et al (2001)

	
	Aspirational: Emulate market leaders or other successful organisations
	Lee and Cheung (2004)

	
	Potential employees - internet users
	Mehrtens et al (2001)

	
	Geographically diverse customer base
	Lee and Cheung (2004) Thong and Yap (1995), Treadgold (1990)


	Physical - Structural influences from the electronic commerce environment
	Market related issues - Uncertainty, competition and concentration
	Markus and Soh (2002)

	
	Inter-organisational imperatives, national and international issues e.g. Legal structure, trade restrictions and culture
	Markus and Soh (2002)


	Enhanced  promotion and communication
	Suitability of product/service for Internet marketing. The opportunity for synergy between on and off line offerings.
	Lee and Cheung (2004)

	
	Added value and enhanced customer convenience
	Lee and Cheung (2004)

	
	Extending market reach
	Lee and Cheung (2004)

	
	The extent to which IBTs are perceived to improve a firms competitive advantage
	Taylor and Todd (1995)


	Organisational characteristics
	Industry sector or nature of the firm (Local or globally focused)
	Levy and Powell (2003) Hall and Andriani (2003) 
Mitchell and Clark (1999) Julien and Raymond (1994) 
Harrison et al (1997)

	
	Size of business by no. of employees in the firm
	Fielding (1996) 
Harrison et al (1997) McGowan and Maddy (1998) 
Karakaya and Khalil, (2004)

	
	Industry sub-sectors
	

	
	Lack of trust in technology suppliers
	Lee and Cheung (2004)

	
	Available skill base – human capital
	

	
	Business need or Business strategy
	

	
	Economic considerations - Financial resources. IBT too expensive to implement
	Lawrence (1997)
Purao and Campbell (1998)
Piovesana and Raush (1998)
Markus and Soh (2002) Quayle (2002)
Riquelme (2002)
Lee and Cheung (2004) FTFEB to 2011 Report (2006)*

	
	Strategic choice
	


	Organisational readiness (IT sophistication)
	Internet access: Existence of hardware and software within the firm
	Mehrtens et al (2001)
Lee and Cheung (2004)

	
	Level of Internet knowledge within the firm and readiness to adapt
	Sillence et al (1998) McGowan and Maddy (1998)
Mehrtens et al (2001)
Lee and Cheung (2004)


	Owner/manager factors
	Owner perception of ICT
	Thong (1999)
Van Akkeren and Cavaye (1999)
Lee and Cheung (2004)

	
	Owners previous work experience of Internet use
	Lee and Cheung (2004)

	
	Owners personal experience of Internet use
	

	
	Social - e.g. Internet used by owners spouse, friends, peers
	Hall et al (2003)
Markus and Soh (2002)

	
	Owners ICT skills
	Lee and Cheung (2004)

	
	Owners entrepreneurial type
	Poon and Swatman (1999)

	
	Owner status
	

	
	Age of owner
	Hall et al (2003)
Mitchell and Clark (1999)

	
	Educational standard
	Hall et al (2003)

Mitchell and Clark (1999)
Sillence at al (1998) 
Thong and Yap (1995)

	
	Ethnic origin of owner 
	

	
	Generation of owner in business
	

	
	Owners attitude to business growth
	Levy and Powell (2003) Lee and Cheung (2004)

	
	Owners recognition of the business value of the Internet
	Thong (1999)
Van Akkeren and Cavaye (1999)
Levy and Powell (2003) Lee and Cheung (2004)

	
	Lack of vision
	FTFEB to 2001 Report*


	Perceived benefits
	Efficiency
	Mehrtens et al (2001)      Poon (2000)
Levy and Powell (2003)
Lee and Cheung (2003)

	
	Promotion and image building - both nationally and internationally
	Mehrtens et al (2001)      Levy and Powell (2003) Lee and Cheung (2003)

	
	Secondary research: e.g. Competitor analysis, regulatory updates, products and supplier stock levels
	Mehrtens et al (2001)      Levy and Powell (2003) Lee and Cheung (2003)


	Support provision
	Government Policy initiatives delivered by agents
	O'Neil (1999)
Bamka (2000)
Lesley et al (2001) 

	
	Change agent impact
	Samson (1998)
Fliegal and Kivlin (1966)

	
	Access to training
	Deakins et al (2003)


	Technology
	Over saturation of available Internet services

	
	Lack of or access to infrastructure in rural areas e.g. Broadband
	Hall et al (2003)
Deakins et al (2003)

	
	Availability of ICT suppliers for outsourcing
	

	
	The use to which the Internet was put in the firm
	Lacovou (1995)

	
	Level of disruption caused by installation and implementation of IBT systems
	Fielding (1996)

	
	Level of benefit in relation to time spent on installation and implementation of IBT systems
	Harrison et al (1997)

	
	Expected impact on installation and implementation of IBT systems on the firms ROI
	Lawrence (1997)

	
	Technological readiness variables
	Karakaya and Khalil, 2004
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� In·ter·net n - a network that links computer networks all over the world by satellite and telephone, connecting users with service networks such as e-mail and the World Wide Web. Encarta® World English Dictionary © (1999)





� World Wide Web - the very large set of linked documents and other files located on computers connected through the Internet and used to access, manipulate, and download data and programs. Encarta® World English Dictionary © (1999)


 


� DTI (2000), The Small Business Service: A Public Consultation, Department of Trade and Industry, London.


� This growth model is explained and analysed in more detail in the next section ‘Government policy on Internet adoption’.


� The Scottish Executive definition of rural: Generally, rural Scotland is defined as settlements with a population of less than 3000. We further understand the differences between remote and more accessible rural areas by classifying settlements as: 1. remote rural - those with a greater than 30-minute drivetime to the nearest settlement with a population of greater than 10,000;  2. accessible rural - those with a 30-minute or less drivetime to the nearest settlement with a population of greater than 10,000. Please note that the Scottish Executive does not use this definition in every instance but can vary between different policy initiatives. Source: � HYPERLINK "http://www.scotland.gov.uk/Topics/Rural/rural-policy/16780/6661" ��http://www.scotland.gov.uk/Topics/Rural/rural-policy/16780/6661� 10/03/2005 14:15:41 





� The European Union definition of the SME sector:


1. A micro enterprise has less than 10 employees.  2. A small enterprise has 10 to <50 employees 3. A medium enterprise has 50 to <250 employees. Source: Table A. Deakins (2003 p.39)





� Internet access: Dumfries and Galloway (87%), Ross and Cromarty (85%), Borders (85%), Grampian (83%), Shetland (82%) and the Western Isles (81%).
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