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ABSTRACT

Small tourist firms occupy an important place within the Indian tourism industry and make a
significantcontributiontowardsgrossdomesticproduction.Thisstudyinvestigatesaccesstoand
financepreferencesofSMEtourismfirmsinthePunjabarea,India.Thestudyemployedapost-
positivistresearchapproachdependingonsemi-structuredquestionnairesandinterviews.Thefindings
confirmedthattourismfirmsreliedonpeckingordertrajectory,drawingcapitalfromownsavings,
familyandinformal lenders,whichisconsistentwiththeliterature.Thestudyprovidesaunique
insightintoissuesrelatedtotourismfirmsandbenchmarksfindingswithSMEliteraturetoidentify
thesalientpoints.
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INTRodUCTIoN

Despite thesize, turnoverand importance for the tourismindustry, thesector remainsanunder-
researchedone(Altinetal.,2017),particularlyregardingitscontributiontowardeconomicandsocial
fabricofcountriessuchasIndia.Tourismispredicted to increasesignificantlyby2020(Nawijn
etal.,2008),notonlyinEurope,EastAsiaandthePacificregionsbutthereisalsohighgrowth
reportedamongstlessdevelopedeconomiestoo.Tourismplaysapivotalroletofosterinternational
understanding,forentrepreneurialeducation;couldbeamajoreconomicandsocialtooltoalleviate
poverty,promotesocial,culturalcohesionandaboveallservesasacatalystfortransferofhumanand
technologicalknowledge.Globally,thetourismsectoristhefourthbiggestprincipalindustryafter
oil,chemicalsandfoodindustries(Tugcu,2014).Internationaltourismgenerateseconomicgrowth
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(BalaguarandCantavella-Joda’,2002)andprovidesaspilloverproperlyeffect(CernatandGourdon,
201)throughthetransferofknowledgeandtechnologywhichpromotessocialdevelopment.

TourismindevelopingeconomiesisdominatedbySMEs,anditsprominenceforemployment
anddevelopmentoftheeconomyisobservedtohaveanupwardtrajectoryoverthelast40years
(Thomas et al., 2011). For small tourism firms (like other small enterprises) access to finance
remainsamajorchallenge,inparticular,withindevelopingeconomies.Thereisawidespreadbody
ofliteratureforsmallenterprisesthatexaminesthecontributionofsmallenterprisesingeneral(Du
etal.,2015)andsuggestthataccesstofinanceimpedestheirpotentialsallovertheworld(Becand
Demirguc-kunt,2006;andBecketal.,2008).Tourismfirmsindevelopingeconomiesfaceacute
challengesduetounderdevelopedfinancialenvironmentandmarkets.However,theissuesassociated
withthedevelopingeconomiestourismfirms’suchascapitalstructureandfinanceconstraintsis
under-researched.Consequently,localtourismfirmsareunabletooperateefficientlyorcompetewith
internationaltourismfirms;hence,theyfailtofullysupporteconomicandgrowthpotentials(Nawijn
etal.,2008)oftheirregion.Yet,ithasbeensuggestedthatthetourismsectorisvitalforjobcreation
(Thomasetal.,2011;Wanhill,1999)andtopromotecompetitiveness(ScmitzandSpencer,2005)
but,unfortunately,thesectoronlyattractedlimitedsporadicattentionofacademicsandpolicymakers
(PetersenandWanhill,2005;Rogerson2006;Thomasetal.,2001).

Contributionfromtourismsectoriswelldocumentedforthedevelopedeconomies,suchasthe
UK,USAandithasbeenhailedasaneffectivestrategytoaiddevelopmentwithinlocalandnational
economies(Schubertetal.,2011).Althoughinmanydevelopingeconomies,smalltourismenterprises
arethemainsourceofemploymentandforeignearnings,yettheseareoftenoverlooked.Ithasbeen
widelyacceptedthatSMEsandsmallbusinessesarethebackboneofanyeconomy(El-Gohary,2012;
Storey&Greene,2010)andsmalltourismfirms(STFs)servesasachaintomotivateeconomic,social
andtechnologicalchange(García-Villaverde,2017);assuchfirmshaveinnovativetraits(Hjalager,
2010).Whileacademicfraternityacknowledgestourismasavitalsourceofhardcurrencyearnings
andemploymentindevelopingcountries,questioninglythistopichasgonecuriouslyunexamined.In
thelastfewdecades,smalltouristfirms(STFs)havegainedtractionwithintourismliterature.This
hasbeenduetotheincreasedrecognitionoftheroleSTFsplayforthewellbeingofeconomy;that
hasledtoaflourishinginterestinavarietyofissuesrelatingtoSTFsatlargeandmorespecifically
underthecategorytourismliterature(Thomaas&Augustyn,2007;Ateljevic&Page,2006).More
specifically,issuesrelatedtotourismfirmsindevelopingeconomiesremainrelativelyunderresearch
(Nemasetoni&Rogersin,2005).However,overthelastdecadetourismactivitieshavetakenoffand
economicandsocialsignificancehavestartedtogaintraction(Rogerson,2013).

Withinglobaleconomies,tourismmanifestsitselfinmulti-dimensionalspheres(Wanhill,1999),
contributingtowardsgrossdomesticproduction(GDP)ofdevelopedandemergingeconomies(such
as India).Tourismcontributes towardseconomic, socialdynamismandprosperityofeconomies
worldwide;ithasamajorimpactontheeconomic,social,educationalandcultural,sectorsofany
society.Moreover,tourismsectoraccountsfor30%oftheworldtrade,contributes2.9%towardsthe
worldGDPandgeneratesnearly222millionemploymentopportunitiesworldwide(whichis3.4%
of the totalemployment); it isprojected thatby2024tourismindustrywillemploy126,257,000
employees, with an increase of 2.0% over the next ten years (United Nations World Tourism
OrganisationUNWTO,2005;WorldTravelandTourismCouncil,2014).Thereisgrowingevidence
ofsupportbyinternationalagenciesforsmall-scaletourismfirmsastheyarepro-poor.Hawkins,
andMann,2007citeWorldBank(2006)andreportthattouristfirmsinAfricaareestimatedtobe
around90%ofsmallenterprises.

AsimilarupwardtrendinsmalltouristfirmsisreportedforChina(ZhaoandGetz,2008).Given
colonialhistory,accessibilityandrichMoghulIslamicheritage,Indiahasparticularappealfortourism
thatismainlysupportedbytheSTFs.Thispaperconsiderstheimportanceofsmalltouristfirms
(STFs)atlargeandmorespecificallyexaminestheircapitalstructures,implicationsoffinancegapin
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