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CHALLENGES AND OPPORTUNITIES FOR DIGITAL
ENTREPRENEURSHIP IN TOURISM

Ivana Simiét

Abstract

In the conditions of intensive business digitalization, digital
entrepreneurship is gaining importance. It is defined in two ways: as the
process of creating new digital products or services, or as a process of the
digital transformation of existing business activities within small and
medium-sized enterprises (SMEs). For the purpose of more precise
theoretical determination, the paper analyzes various definitions of digital
entrepreneurship, highlights the dissimilarities between digital and
traditional entrepreneurship and specifies different categories of digital
entrepreneurship. Although digital entrepreneurship is linked to almost all
sectors of the economy, this paper focuses on digital entrepreneurship in
the tourism sector, in general, and particularly, on the opportunities and
challenges ingrained in it. The aim of the paper is to encourage and
intensify the trend of digitalization of entrepreneurial organizations in the
Republic of Serbia by highlighting its opportunities and challenges,
broadly, and in the tourism sector, specifically, in a way that will allow the
exploitation of available chances, as well as avoiding or successfully
handling potential challenges that digital entrepreneurship faces.
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Introduction

In the 21% century, organizations are strongly influenced by modern
technological, primarily digital achievements, which are being
incorporated into various sectors through the process of digitalization or
digital transformation (Brennan & Kreiss, 2014). The tourism sector is one
of them (Simi¢ & Marinovi¢ Matovi¢, 2018). As a result of digitalization
in the tourism sector, the so-called digital tourism is becoming more

! lvana Simi¢, PhD, Full Professor, University of Ni§, Faculty of Economics, Trg kralja
Aleksandra Ujedinitelja 11, Ni§, The Republic of Serbia, e-mail: simivana68@gmail.com

452



TOURISM IN FUNCTION OF DEVELOPMENT OF THE REPUBLIC OF SERBIA
Tourism and Rural Development (TISC 2020) — Thematic proceedings |

popular. It is the tourism that involves the application of various digital
innovations (open source systems, platform technology, cloud computing,
ultra-fast and efficient search engines, crowdsourcing, crowd funding, big
data, smartphones, and other devices based on wireline and wireless
network infrastructure) which enable organizations belonging to this
sector, to more easily and completely meet the needs and requirements of
their clients, as well as to raise the level of their own competitiveness (Happ
& Ivancso-Horvath, 2018, p. 1). The following table (Table 1) shows some
of the digital technological innovations that have led to significant
transformations in the tourism sector.

Table 1: Examples of digital technologies transforming tourism

Internet banking
Office software
Video
conferencing
Websites
Destination
(city) cards

control systems
Online booking
systems

Customer
reservation systems
Email marketing
Customer
relationship systems

Phase 1: Phase 2: Phase 3:
1990-2000 2000-2010 2010 onwards
Electronic cash | Smart phones Augmented reality
registers Computer graphics | Virtual reality
Financial software Mobile Apps
software Propery Cloud computing and online data
Mobile phones | management storage
Email systems Wearable technologies
Intranet Computerised stock | Social media

Google analytics

Review websites

Collaborative online environments
Web 2.0

Chatbots and instant advice

Peer production, e.g. platform
collaborative economy; commons
collaborative economy

Source: Dredge et al., 2018 (Adapted from: Xiang, Z. & Fesenmaier, D.
(2017). Big data analytics, tourism design and smart tourism. Cham:
Springer)

Parallely with digitalization, digital entrepreneurship is becoming
important. It is an entrepreneurial category whose popularity is due to the
advent and success of billion dollar digital startups (such as: Airbnb and
Uber - Sharing Economy; Amazon - E-commerce; Google - Search
Business; Facebook - Social Media), who owe their dizzying successes,
above all, to modern digital technology (Sahut et al., 2019, p. 7), as well as
due to the fact that "entrepreneurship, and more recently digital
entrepreneurship has been a key feature for jobs and growth..."
(Bogdanowich, 2015, p. 5).
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Digitalization and digital entrepreneurship create numerous opportunities
and challenges for the tourism industry. The aim of this paper is to highlight
the opportunities and challenges that digital entrepreneurship brings with
it, to encourage the trend of digitalization of entrepreneurial organizations
in the tourism sector in the Republic of Serbia, in a way that will allow their
effective use (chances) or their avoidance and overcoming (challenges).

Digital Entrepreneurship
Determining digital entrepreneurship

The popularity of digital entrepreneurship over the last couple of decades
has resulted in the increased interest of theorists from different disciplines
(information systems, innovation, management and business, policy,
strategy) (Bogdanowich, 2015, p. 5) in this phenomenon. However, this
interest has not resulted in a unique definition or unified interpretation of
the nature and character of digital entrepreneurship.

So, for example, Elisabeth Davidson and Emmanuelle Vaasts point out that
"The term digital entrepreneurship encompasses the diverse opportunities
generated by the Internet, World Wide Web, mobile technologies, and new
media, such as: dot-com companies that benefited from the opening of the
Internet for commercial purposes; the fluid army of ‘ebay entrepreneurs’
who sell goods with little overhead cost by using the digital infrastructure
of the electronic auction company; the wave of ‘web 2.0’ initiatives where
companies or individuals develop new business models based upon the
growth of social networks and mobile technologies; and, the development
of weblogs (‘blogs’) that have credibly begun to rival traditional media
firms." (Davidson & Vaast, 2010, p. 1).

One of the European Commission’s documents states that: "Digital
entrepreneurship embraces all new ventures and the transformation of
existing businesses that drive economic and/or social value by creating and
using novel digital technologies. Digital enterprises are characterized by a
high intensity of utilization of novel digital technologies (particularly
social, big data, mobile and cloud solutions) to improve business
operations, invent new business models, sharpen business intelligence, and
engage with customers and stakeholders. They create the jobs and growth
opportunities of the future” (European Commission, 2005, p. 1).
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Some authors consider digital entrepreneurship only as "a special case, a
particular subset of entrepreneurship in general” (Bogdanowich, 2015, p.
16). As "a subcategory of entrepreneurship” digital entrepreneurship is also
defined by Hull and his colleagues (Hull et al., 2006, p. 3). These authors
define digital entrepreneurship as "a subcategory of entrepreneurship in
which some or all of what would be physical in a traditional organizations
has been digitized" (Hull et al., 2006, p. 3). It "implies entrepreneurship, or
new value creation, involving digital goods or services, digital distribution,
a digital workplace, a digital marketplace, or some combination of these"
(Hull et al, 2006, p. 7).

Welsum vam Desiree asserts that "The term ‘Digital Entrepreneurship’
most commonly refers to the process of creating a new-or novel-Internet
enabled/delivered business, product or service. This definition includes
both startups-bringing a new digital product or service to market-but also
the digital transformation of an existing business activity inside a firm or
the public sector” (Welsum, 2016, p. 1). Analyzing digital entrepreneurship
in detail, Jean-Michel Sahut and his colleagues highlight two approaches
(compare with: Sahut et al., 2019, p. 1):

- macro or systemic level approach,

- micro level approach.

According to the macro or systemic level approach, digital entrepreneurship
is analyzed in the context of the digital entrepreneurship ecosystem and the
digital platforms economy (Sahut et al, 2019, p. 1). For the purpose of
defining digital entrepreneurship, Sahut and his colleagues are opting for a
micro approach, defininig digital entrepreneurship (DE) "as the process of
entrepreneurial creation of digital value through the use of various socio-
technical enablers to support effective acquisition, processing, distribution
and consumption of digital information™ (Sahut et al., 2019, p. 7). The same
authors claim that they "do not agree that DE can be reduced to a subcategory
of entrepreneurship”, but rather digital entrepreneurship is "the reconciliation
of traditional entrepreneurship with the new way of creating and doing
business in the digital era” (Sahut et al., 2019, p. 7).

In an effort to define digital entrepreneurship more precisely, Ngoasong
(2015) points to similarities and differences between digital and traditional
entrepreneurship. According to this author digital entrepreneurship "is
similar to traditional entrepreneurship in the sense that digital ventures aim
at generating a financial profit and are directly inscribed into the economic
realm, such as creation of a new company or commercialization of an
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innovation" (Davidson & Vaast, 2010, p. 2). On the other hand "In digital
entrepreneurship some or all of the entrepreneurial venture takes place
digitally instead of in more traditional formats™ (Hair, et al., 2012, p. 3).
Actually, "digital enterprises are different from traditional entrepreneurial
ventures because they have different business models and can pursue their
products, marketing and distribution activities using digital platforms”
(Hair et al., 2012, p. 3).

Types of digital entrepreneurship

The popularity of digital entrepreneurship has resulted, among other things,
in the theorists’ efforts to identify its individual types for the purpose of
determining it more precisely. Thus, for example, based on the character of
some of its activities (the degree of digital marketing undertaken by a firm;
a firm’s digital selling; the digital nature of a firm’s good or service; the
digital distribution potential of a good or service; the potential digital
interactions with key external stakeholders within the value chain; and the
digital potential of virtual internal activities associated with a firm’s
operation), Hull and his colleagues identify three types of digital
entrepreneurship (Table 2).

Table 2: Character of activitis for specific categories of digital
entrepreneurship

CATEGORY OF DIGITAL ENTREPRENEURSHIP
ACTIVITY MILD \ MODERATE \ EXTREME
MARKETING WEBSITE AS SUPPLEMENT ~ DIGITAL MARKETING IS PRIMARY DIGITAL MARKETING IS ONLY
MODE MODE
SALES PRODUCT MAY BE AVAILABE PRODUCT CAN BE PURCHASED PRODUCT IS ONLY AVAILABLE
FOR SALE DIGITALLY DIGITALLY, POSSIBLY FOR SALE DIGITALLY
EXCLUSIVELY
PRODUCT (GOOD
OR SERVICE) PRODUCT IS NON-DIGITAL PRODUCT Mlg\lél(?l'RALMAY NOT BE PRODUCT IS DIGITAL
DISTRIBUTION PRODUCT IS DELIVERED BY PRODUCT MAY BE DELIVERED PRODUCT IS DELIVERED
PHYSICAL MEANS PHYSICALLY OR DIGITALLY DIGITALLY
STAKEHOLDER | TRADITIONAL INTERACTIONS,  SIGNIFICANT LEVELS OF DIGITAL DIGITAL INTERACTIONS ARE
MANAGEMENT MAY INCLUDE EMAIL INTERACTIONS; TRADITIONAL PRIMARY; TRADITIONAL
INTERACTIONS ALSO COMMON INTERACTIONS SELDOM OR
NEVER OCCUR
PRIMARILY PHYSICAL PRIMARILY PHYSICAL
LOCATION(S), TRADITIONAL LOCATION(S), TRADITIONAL ST;?Y'\‘S?C\QE{[S@:;%ZSEQ‘SE’
OPERATIONS INTERACTIONS, MAY INCLUDE INTERACTIONS, PROBABLY TRADITIONAL INTERACTIONS
SOME VIRTUAL TEAM INCLUDES SOME VIRTUAL TEAM POSSIBLE BUT NOT REQUIRED
INTERACTION INTERACTION

Source: Hull et al., 2007, p. 303
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They are (Hull et al., 2006, p. 8):
- Mild digital entrepreneurship — involves initial involvement in the
digital economy;
- Moderate digital entrepreneurship — implies more significant
digitalization of entrepreneurial business;
- Extreme DE - exists when the entire entrepreneurial venture is
digitalized.

Figure 1: A typology of digital entrepreneurship

knowledge
Improve knowledge
production or distribution

seeking venture
Devise new means-end
processes to create value

BUSINESS KNOWLEDGE
ENTREPRENEURSHIP: ENTREPRENEURSHIP:
Bear risk of new profit- Innovate new fields of

DIGITAL
ENTREPRENEURSHIP:
Pursue new venture
opportunities presented
by new media and
Internet technologies

¥

INSTITUTIONAL
ENTREPRENEURSHIP:
Theorize new practices
discursively and through

action
Transform industry norms
and cultures to accept
novel practices

Source: adapted from Davidson & Vaast, 2010, p. 8.

On the other hand, starting from three categories of opportunites that digital
entrepreneurs can use (business, knowledge, institutional), either
individually or in combination, Elisabeth Davidson and Emmanuelle Vaast
create an analytic model (Figure 1) whose content indirectly points to the
following typology of digital entrepreneurship (Davidson & Vaast, 2010):
- Digital entrepreneurship where the digital entrepreneur is solely
engaged in new business opportunity exploitation;
- Digital entrepreneurship in which the digital entrepreneur focuses
primarily on knowledge-related opportunities;
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- Digital entrepreneurship where the main focus of the digital
entrepreneur is the use of the so-called institutional opportunities;

- Digital entrepreneurship in which the digital entrepreneur is oriented
towards using all three above mentioned categories of opportunities.

Based on the presence rates of four relevant digital technologies (Cloud,
Mobile, Social Media, Big Data), Laura Delgado Garcia and Alessandro
Cenderello identify the following types of digital entrepreneurial
organizations (Garcia & Cenderello, 2014, p. 15-16):

- Fully Digital — already adopt all four digital technologies;

- Digital Mature — adopt at least three of the mentioned technologies;

- Digital Followers — adopt at least two out of four technologies:

- Digital Begginers — adopt only one of the four technologies.

Figure 2: The journey from week to strong digitalization

TRADITIONAL
OPERATORS E-BUSINESS
Individual SMEs
mindset .
Focus on sales and marketing
Weak
L E-COMMERCE
Digitalisation
SMART
Digital business ecosystems TOURISM
Connected
. destination mindset
Integrated destinafiol
ecosystems
Strong
Digitalisation
TRADITIONAL OPERATORS E-BUSINESS E-COMMERCE SMART TOURISM

Traditional business Digitalisation improves Growing interconnectivity, SMEs buy into smart
practices, low levels of internal operations, incorporates diverse destination vision, high level of
digitalisation focused engage more effectively intermediaries, innovation innovation, real time

on internal operations via digital marketing, across supply chains, connections, new/innovative
and creating value for online stores B2B, B2C, C2C products, business models,

tourists transactions connections into global value
chains

Source: compare to Dredge et al., 2018, p. 3
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When it comes to entrepreneurial organizations in the tourism sector, they
can also be ranked from those characterized by a very low level of
digitalization (Traditional operators) to those with a very strong level of
digitalization (Strong Digitalisation) (Figure 2).

According to one of the surveys that covered 2,897 tourism SMEs in the
EU in 2014, most of them were characterized by low levels of
digitalization, while tourism SMEs with medium or higher levels of
digitalization were rare. In doing so, SMEs with low levels of digitalization
used predominantly older digital technology, while SMEs characterized by
a higher (medium) level of digitalization were also applying more modern
digital technology (Figure 3) (Dredge et al., 2018, p. 18).

Figure 3: Technology in organizations at low and medium level of
digitalization in the tourism sector

MEDIUM DIGITALISATION ‘

COMPUTERISED RESERVATION SYSTEM
INTERACTING WITH SUPPLIERS
INTERACTING WITH GOVERNMENT SERVICES
ANALYTICS TOOL

CRM SYSTEM

MOBILE APP

CHAT/INSTANT ONLINE ADVICE

ONLINE PROFESSIONAL NETWORKS

I

LOW DIGITALISATION

EMAIL I I —

BASIC OFFICE SOFTWARE ‘ ‘
WEBSITE ‘ ‘

SOCIAL MEDIA ‘ ‘
[ [

[ [

[ [

INTERNET BANKING
SPECIALIST FINANCIAL SOFTWARE

CASH REGISTER

INTERNAL ELECTRONIC MAIL

HOME WORKING USING THE INTERNET
ONLINE DATA STORAGE

CUSTOMER REVIEW/FORUM
COLLABORATIVE WORKING ONLINE
SPECIALIST GRAPHIC SOFTWARE
COMPUTERISED STOCK CONTROL SYSTEM
STAFF INTRANET ~ [———

COMPUTERISED SATISFACTION SURVEY
EMAIL MARKETING SOFTWARE

VIDEO CONFERENCING ~ [———

COMPUTERISED TICKETING SYSTEM ~ [———
PROPERTY MANAGEMENT SYSTEM

0 20 40 60 80 100

1 % USAGE

Source: compare to Dredge et al., 2018, p. 18.
459



TOURISM IN FUNCTION OF DEVELOPMENT OF THE REPUBLIC OF SERBIA
Tourism and Rural Development (TISC 2020) — Thematic proceedings |

Opportunities for digital entrepreneurship

Numerous opportunities are associated with digital entrepreneurship.
Welsum van Desirée believes that digital entrepreneurship (Welsum, 2016,
p. 1):

- Makes it possible to work remotely;

- Allows to perform activities at any time;

- Promotes gender equality;

- Encourages social and economic inclusion;

- Stimulates local development;

- Contributes to sustainable development;

- Raises economic efficiency, productivity and income opportunities.

On the other hand, analyzing the fundamental importance of digital
technology, Mladen Turuk states that it manifests itself through (Turuk,
2018, p. 178):

- Changing existing and creating new business models,
Introduction of new products and services,
Increasing the efficiency of business processes,
Increasing the competitiveness of organizations,
Increasing the competitiveness and growth of local and national
economies.

Comparing it to traditional entrepreneurship, Hull and his colleagues
believe that the key benefits of digital entrepreneurship are the following
(compare to: Hull et all., 2007, p. 298):

- Starting an entrepreneurial business is easier (for example, it takes less
time to create a commercial website);

- Manufacturing and storing digital products and services are cheaper and
easier;

- Distribution of digital products and services worldwide is faster and
cheaper;

- It is possible relatively simple and at lower costs to modify and adapt
digital products and services to the specific clients’ needs and
requirements;

- To get feedback from clients is faster, less complicated and cheaper;

- It is easier for a digital organization to participate in the global market.
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Apart from the above, there are also many other opportunities that
digitalization offers to entrepreneurship in the tourism sector. Some of the
key are (Dredge et al., 2018):
- Creating new business models and ecosystems;
- Increasing online brand visibility;
- Intensify  interactions  between key subsectors (transport,
accommodation, tour guides etc.);
- Strengthening collaboration between organizations;
- More successfully dealing with specific problems such as crowding
(digital collaborations can help to redirect tourists);
- Increasing visibility and availability of new products and services;
- Raising the quality of products and services;
- Increasing clients’ satisfaction;
- Boosting competitiveness through online presence.

In addition, the use of digital platforms (Hotels.com; Airbnb; Travelocity,
Tripadvisor etc.) makes it easier for tourists to plan and book their trips
(Hong, 2018). These platforms also affect the diversity and scope of
tourism products and services, the speed of economic transactions, the level
of tourists’ satisfaction, the tempo of feedback, etc. (compare to: Dredge et
al., 2018). Also, business digitalization in general, encourages people to
develop digital skills, while, at the same time, "forces" organization to hire
the highest quality staff, so-called talents (Simi¢, 2019, p. 299).

Challenges & barriers for digital entrepreneurship

Apart from its many opportunities and benefits, digital entrepreneurship
also faces some challenges and barriers. So, for example, Welsum van
Desirée highlights the following critical challenges for digital
entrepreneurship (compare with: Welsum, 2016, p. 1):

- Necessary skills,

- Obligatory infrastructure,

- Various aspects of the business environment.

The skills necessary to identify, acquire and implement the new technology
that represents a business opportunity for an entrepreneur, for the complete
digital transformation of (the) organization, its business model,
organizational structure and culture, for identifying and recruiting the
required talents, for their retention and development, for managing a virtual
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organization and virtual teams, are just some of the those skills that a digital
entrepreneur needs, and which are not easy to get and to develop.

An infrastructure that supports the intensive use of digital technology for
business (broadband infrastructure) must be available, reliable and should
enable the rapid transfer of large amounts of data (Atkinson et al., 2016, p.
3). The fact that not all coutries in the world have the equally developed
infrastructure (World Economic Forum, 2019) necessary for the
affirmation and successful functioning of digital entrepreneurship,
represents/is one of many challenges that digital enrepreneurship faces. The
business environment, with all its economic, legal, political, technical, and
other characteristics, can represent a chance but also a challenge for digital
entrepreneurship. Difficult access to finance, various barriers to starting a
business, restrictive legal regulation, trade and customs barriers, etc., are
just some of the problems that make the business environment inconvenient
or impossible for digital entrepreneurship.

As one of the challenges that digital entrepreneurship deals with, Clyde
Eirikur Hull and his colleagues (Hull et al., 2007, p. 298) highlight global
competition. It is a consequence of an intense globalization process and the
opportunities for the progressive expansion of entrepreneurial business.
The form of entrepreneurial business sometimes demands continuous
operation on a 24/7 basis. Also, a computer-mediated communication
(CMC) system can lead to a complete absence of face-to-face and non-
verbal communication; potentially serious misunderstanding, technical
problems in communication, different or wrong interpretations of
information, etc. (Hull et al., 2007, p. 298).

Except those mentioned, digitalization creates many other more specific
challenges for entrepreneurial organizations in the tourism sector. Some of
them are (Dregde et al., 2018):
- Keeping pace with the rapid changes in digital technology;
- Be permanently online and available to clients, to respond promptly to
their needs, requests and objections;
- Lack of knowledge and skills necessary for successful identification
and implementation of the new digital technology;
- Insufficient financial resources;
- Satisfaction with the current level of technology;
- High training costs;
- Expensive high speed broadband etc.
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Despite the obvious challenges and barriers facing digital entrepreneurship,
some authors consider that, generally speaking, barriers to entry into the
various spheres of the digital economy are still low (compare to: Gimpel &
Rolinger, 2015, p. 5).

Implications

There is no universally applicable recipe for the successfully exploitation
of the opportunities outlined above, as well as for mitigating or avoiding
the challenges related to digital entrepreneurship. Some research has
resulted in different sets of practical recommendations. On the one hand,
they concern the actions that should be taken by the government and, on
the other, those actions that are in the domain of the digital entrepreneur.

The government is expected to (compare to: Welsum, 2016, pp. 6-7;
Tech4i?, 2014, p. 9):
- Support the creation of new digital companies and to foster the
development of existing ones;
- Encourage knowledge and information diffusion to enhance digital
innovation;
- Create a clear and supportive regulatory environment;
- Strengthen digital infrastructure;
- Facilitate access to finance;
- Enhance digital investments;
- Create supportive fiscal and tax framework;
- Foster education in training;
- Create conditions for entrepreneurial culture;
- Ensure the supply of appropriate skills;
- Foster a competitive environment;
- Promote open standards and open data etc.

Digital entrepreneurs are expected to (compare to: Rathee & Rajain, 2017,
pp. 60-61):
- Be innovative and to encourage innovation within an entrepreneurial
organization;
- Be open to new knowledge and skills;
- Keep pace with advances in modern technology, primarily in digital;
- ldentify adequate and acceptable manners to finance entrepreneurial
business;
- Be adept at hiring and retaining talents;
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- Encourage followers to acquire new knowledge and skills;

- Be globally focused,;

- Raise the level of organizational flexibility and responsiveness;

- Learn from the experiences of other successful digital entrepreneurs,
etc.

Conclusion

Digitalization and digital transformation are eroding traditional industries
as well as those organizations whose business is considered rigid. At the
same time, they create immense opportunities for new organizations,
especially for those in the entrepreneurial business who manage to
successfully engage in the digital race through digital innovation. In this
race, a significant place belongs to those organizations that, due to their
high level of flexibility, are able to abandon existing business model and
adopt a new one, based on the purposeful use of current digital
technological achievements. In doing so, it should be borne in mind that,
although present, the barriers to entry into the various spheres of the digital
economy are very low, what makes the competition in the digital race
strong and intense. Such competition not only contributes to the permanent
and progressive transformation of these organizations, but also leads to the
continuous improvement of digital technology.
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