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Abstract:

This paper endeavors to reveal the impact of competitive capabilities which were 
promoted by Community Based Tourism (CBT) empowerment projects on the 
success of rural tourism businesses and also key competitive capabilities which 
effect business success. The positivism approach was applied and a 250 sample 
of micro and small-scale tourism entrepreneurs (MSSTEs) from the rural  
tourism destinations of Panama and Arugam Bay in Ampara district and  
Kanneliya, Vihrahena, Mederipitiya, and Godahena in Galle and Matara districts 
who were empowered by the CBT projects namely, International Labour  
Organization and Ruhunu Tourism Bureau was selected by using the random 
number generator with the list of the MSSTEs of the two selected CBT projects. 
A structured questionnaire was used in collecting data and five hypotheses were 
formulated and tested to reveal whether any significant impact creates by the  
competitive capabilities empowered by CBT projects on tourism business success 
in rural destinations and which competitive capability affects mostly on creating 
a variance in business success.  Results were obtained mainly through correlation 
and multiple regression analysis.  Findings revealed that empowerment efforts 
of CBT projects affect significantly the business success of MSSTES.  Among 
the five constructs of competitive capabilities, capacity enhancement, community 
collaboration and cohesiveness, and business know-how and management are the 
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only predictors which affect significantly business success.  Facilitating network 
building and sustainability practices are not good predictors.  Though the impact 
of network building and sustainability practices on business success was reported 
as insignificant, a positive but weak correlation exists between these variables.  
This positive relationship implies that success of rural tourism businesses can be 
further enhanced by promoting these two capabilities and the concentration need 
to be given by policy planners and practitioners on the inappropriate assistance 
of the CBT projects for network building and sustainability practices among the 
MSSTEs in rural tourism destinations.

Keywords: Business Success; Community Based Tourism Projects;  
Competitive capabilities; Micro and Small-Scale Tourism Entrepreneurs; Rural 
tourism destinations 
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1. Introduction

Tourism presently is used as a pro-poor strategy among many developing and 
least developed countries (LDCs) for reducing poverty, especially in rural tourism  
destinations.  This broadest perspective of tourism opens the avenues for the  
community people who are living in rural tourism destinations to diverse their  
livelihood opportunities as well as to ensure sustainable development in the tourism 
industry.  As such intentions, the concept of Community Based Tourism (CBT) has 
emerged with the work of Murphy (1985) and consequently the work of Inskeep 
(1991), Woodley (1993), Ritchie (1999), and Gunn and Var (2002) (cited by (Tasci 
et al., 2014, p. 220).  Presently, several international organizations such as World 
Tourism Organization, United Nations (UN), International Labour Organization 
(ILO) and national level organizations such as Sri Lanka Tourism Development 
Authority (SLTDA), Sri Lanka Tourism Bureau, and provincial tourism bureaus  
apply the CBT concept with the broadest views.  These include: eradicating  
poverty, improving the quality of life and living conditions of the rural people, 
diversifying the local economy, ensuring the tourism sustainability, and  
strengthening the capabilities of rural communities for initiating and sustaining 
unique and diverse range of tourism business activities (Dangi & Jamel, 2016; 
UNWTO, 2017).   However, the argument behind this CBT concept was that 
the marginalized people in the rural tourism destinations are new to the tourism  
businesses, suffer from severe poverty, inappropriate know-how, capacity,  
competitive capabilities, and etc.  Hence, they are unable to reach their full  
potential to sustain in the industry (Sriyani, 2021; Havadi-Nagy & Espinosa  
Segui, 2020).  Meanwhile facing the severe competition is another big challenge 
for them.  On the other hand, demand shifts in tourism from traditional types of 
3Ss (Sun, Sea, and Sand) to Nature, Culture, and People creates the mandatory 
requirement of more community involvement in tourism to provide them with 
real village life experience (Kampetch & Jitpakdee, 2019).  Moreover, it opens 
the avenues for the community people to cater to a niche segment by using their 
diverse capacity and unique resources specifically the natural and human capital.  
SLTDA (2009), and Irshad (2010) highlighted that gearing up the untouched  
resources and talents have with the community people in rural tourism  
destinations, it could be harnessed big opportunities to uplift their living  
conditions and the tourism industry. 
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Many authorized organizations (for example, SLTDA, UNWTO, etc.) revealed 
that several successful CBT stories are available in several countries like  
Thailand, Malaysia, Sri Lanka, and etc. These communities usually focus on 
niche markets by offering the tourism products and services in the range of  
eco-tourism, agritourism, adventure tourism, cultural and heritage tourism and 
specifically draws the attention on offering the local products and services to  
customers while sharing the economic benefits among the community (ASEAN 
Community Based Tourism Standard, 2016).  Meanwhile, unsuccessful CBT  
stories were reported in several countries and in several destinations even from 
Sri Lanka (Kumara, 2016; Sriyani, 2018). For example, Cooper (2004) pointed 
out that lack of marketing capacity and knowledge on how the marketing structure  
operates have caused to the failure in CBT projects in the Caribbean (cited by 
Samarathunga et al., 2015).  Rathnayake & Kasim (2016) mentioned that there 
is much desperation for achieving the success by the tourism entrepreneurs at  
community level even after much effort was taken to empower them. They argued 
that this was happened due to lacking competitive capabilities among the  
community people such as technical skills, planning and designing skills,  
marketing know-how, etc. which required to fulfill the visitor requirements as well 
as to face successfully with huge competition. Therefore, the main objectives of 
this study were to reveal the impact of competitive capabilities empowered by 
CBT projects on tourism business success in rural destinations and to determine 
which capability among the five selected dimensions affects mostly to create a 
variance in tourism business success in rural destinations. Finally, this research 
aims to provide implications for future researchers and policy implications about 
which type of competitive capabilities have a significant impact on business  
success among the community tourism entrepreneurs and which ones are still 
lacking.

1.1 Research Problem

In the past literature, the importance of CBT was discussed in terms of several 
aspects such as an important generator of business opportunity for small and  
medium scale enterprises (SMEs), an effective vehicle for dispersing economic  
benefits within and among economies, particularly at the local level, and a  
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catalyst for partnership between the public and private sectors (Nair & Hamzah, 
2015, P.430).  As a replacement for managing the local economy by using  
“top-to-bottom” approach, presently, the “bottom-up” form of community  
participatory approach to tourism management and planning is applied for  
development and sustainability perspectives (Lekaota, 2015; Havadi-Nagy &  
Espinosa Segui, 2020). Therefore, the host communities in the rural tourism  
destinations have been identified as the vital agents who should bear the hard 
role of being the guarantors of the economic processes taking place in their areas 
(Havadi-Nagy & Espinosa Segui, 2020), ensuring sustainability in terms of Planet, 
People and Profit (Amir, 2015) and offering diversified tourism activities to attract 
and satisfy visitors (Fong & Lo, 2015).  Many researchers (for example,  
Sánchez-Cañizares & Castillo-Canalejo, 2014; Okazaki, 2008) pointed out that 
CBT is a unique type of tourism in which the community plays a key role through 
the active involvement and participation in the whole process of tourism planning 
and implementation as well as the travelers got more excitement and diverse  
experience. The argument is there that bearing such an extensive and difficult 
role, the community people should possess specific resources and competencies.  
However due to the low level of education, capacity, technology and business 
know-how, etc., they alone are unable to start and sustain a tourism business  
(Kumara, 2016; Sriyani, 2021).   Hence, the necessity of a third-party involvement 
in providing the motivation and facilitation for the business startups and growth 
has been identified and new development paradigm of CBT was created under 
the umbrella of sustainability supports and encourages self-help, self-reliance, 
and empower communities (Kampetch & Jitpakdee, 2019; Yanes et al., 2019).   
Therefore, the policy planners have considered the CBT concept mainly as a  
strategy for poverty reduction, diversifying local economies, and ensuring  
sustainability in tourism.  Also, CBT entrepreneurs are recognized as vital actors 
who focus on niche tourism markets by offering a diverse range of unique types 
of tourism products and services, diversify the local economy while ensuring 
equally sharing resources and benefits among the community while ensuring  
sustainability in the tourism sector.  
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Many researchers (for example, Fong & Lo, 2015) highlighted that community  
involvement plays a pivotal role in sustaining rural tourism development and  
directs the community for sharing knowledge, gaining commitment from the  
communities, and participation in decision making process. Boronyak (2010)  
revealed several successful CBT models in developing countries such as “Barrio” 
in Malaysia, “Chapbook Eco-tourism site” and “Chi Pat Eco-Tourism Site” in 
Cambodia, “El Niño foundation” and “Pamilacan Marine Life Tours” in the  
Philippines, “Tequila” and “Posada Amazonas” in Peru.  ACNielsen ORG-MARG 
(2008) revealed that all projects are operated in moderate level success according 
to the study of 25 community tourism projects in India.  In the Sri Lankan context, 
it is few to identifying successful community tourism projects.  For example, one  
of the top - ranked surfing destinations in Arugam Bay operates in a good  
manner and the first surfing school and female surf club called “girls Make Waves” 
were established.  Kuchchaveli tourism project which was initiated by SLTDA 
in 2018, is another great example of a successful tourism project in Sri Lanka  
(DailyFT, 2019). Kanneliya homestay project and Viharahena ecotourism project 
are other examples which were empowered by the RTB together with SLTDA in 
the Southern province of Sri Lanka were able to create several direct and indirect  
employment opportunities for the villagers, uplift their living conditions,  
infrastructure development in the area, preserving Sinharaja rain forest, etc. 
while ensuring the provision of exciting experience for the tourists (Fernando &  
Kaluarachchi, 2016).  

Though CBT projects aimed at several goals as discussed above, several  
researchers argued that in overall, the achievement of CBT goals of sustainable 
development and transformation of the lives of community people are problematic 
(Irshad, 2010; Ranasinghe, 2015; Ratnayake & Kasim, 2015; Sheham, 2016;  
Sriyani, 2018). In Sri Lankan context, it has been identified several failed CBT 
projects such as Walathwewa Community Environmental and Tourism Initiative 
(Ratnayake & Kasim, 2015; Ranasinghe, 2015), Rekawa Community  
Environmental and Tourism Initiative (Ratnayake & Kasim, 2015), Bundala 
and Nilwala community tourism project (Sheham, 2016), and Padavigampola 
and Madurawala CBT projects (Sriyani, 2018).  As such, the existing literature 
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show that while several CBT projects function properly and attain the goals, 
others record poor performance.  Moreover, though the competitive capabilities 
of the community people were identified as vital for successful operation and  
sustainability in tourism in rural tourism destinations, the emphasis was lacking 
by the previous research (Kontogeorgopoulos & et al., 2014; Goodwin & Santilli, 
2009).  Then, by focusing on the existing research gaps in the CBT research arena, 
this research addressed revealing whether the empowerment efforts of the CBT 
projects towards improving the competitive capabilities of micro and small-scale 
tourism entrepreneurs affect achieving the business success and which capabilities 
are still lacking. 

2. Review of the Literature

2.1 What is Community Based Tourism?

Community-Based Tourism is “a form of locally situated development that uses 
tourism to generate economic, social, and cultural benefits within a community” 
(Johnson, 2010, p. 150 - cited by Havadi-Nagy & Espinosa Segui, 2020).  Lucchetti 
& Font (2013) stated that even though the CBT concept covers a broad range of 
different tourism models, usually it refers to tourism that involves community  
participation and aims to generate benefits for local communities in the developing 
world by allowing tourists to visit these communities and learn about their culture 
and the local environment. Tasci et al., (2013, P.84) described community-based 
tourism as “aims to the holistic goal of empowering underprivileged groups  
sustainably”.

2.2 Why Community Based Tourism?

CBT is considered as central for the sustainability of tourism owing to the  
potential adverse effects of the large-scale, all-inclusive, mass tourism on local 
people’s living conditions, and bottlenecks of the “top-down approach” of local 
economic development (Havadi-Nagy & Espinosa Segui, 2020; Tasci, Semrad, & 
Yilmaz, 2013). Asker et al., (2010) emphasized that participation of communities 
in tourism planning, ongoing decision-making, development, and operations are  
essential to achieve sustainability in tourism. Development practitioners  
emphasized that community involvement in tourism can enact the principles of 
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sustainable development and produce transformations to the lives of community 
people (Tosun, 2000, cited by Dodds & Galaski, 2016; Runyowa, 2017).   
Therefore, the initiative of CBT aims at eradicating the poverty among rural poor, 
diversifying local economies, improving the quality of life of the community,  
getting the use of cultural heritage and natural resources while protecting those 
for future generations.  Hence, CBT is a worthwhile choice for stimulating the 
development of rural economies due to the perceived economic benefits to locals 
(Dodds & Galaski,2016).  

2.3 Impact of the empowerments done by the CBT projects on Tourism Business  
     Success

As the definition of CBT emphasized, it is a participatory approach in which 
the community plays a key role in the whole process of tourism planning and  
implementation.  Therefore, the community has to play a diverse role as  
entrepreneurs, managers, organizers, community leaders, negotiators, innovators, 
etc.  In playing such a widest role, the community has to be sharpened with 
the required resources and competencies. Past literature evidenced that the  
empowerment efforts of CBT projects facilitate the community people to acquire 
the required resources and competencies which will be helpful in achieving  
business success, though several bottlenecks, and lacking areas of knowledge and 
capacity were revealed.  

Goodwin & Santilli (2009) pointed out several essential benefits provided by the 
CBT to facilitate the development of the community-level tourism businesses.  
These include capacity building, finance providing, business management,  
leadership, and infrastructure development.  Sharpening the community with  
business know-how and operations has been identified as one of the facilitations 
provided by CBT projects.   At the initial stage of the business, providing training 
on technology, bookkeeping, marketing, etc. affects properly running tourism 
businesses.  Mitchell & Muckosy (2008) argued upon market knowledge is crucial 
for evaluating commercial viability of CBT initiatives and providing them with 
marketing and market knowledge is more helpful to the community to understand 
market size, seasonality in demand, average length of stay, etc.
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Capacity development was recognized as a prominent factor that affects CBT  
success (Saayman & Giampiccoli, 2016; Tasci et al., 2013; Moscardo, 2008).  As 
per the definition of the CBT concept, it is a unique type of tourism in which the 
community has to play a key role through active involvement and participation in 
the whole process of tourism planning and implementation and ensuring visitor 
satisfaction. Doing such an extensive and difficult role, the community people  
should have enough capacity. Education and training were identified as key  
components of entrepreneurial capacity (Dodds & et al., 2016).  Saayman &  
Giampiccoli (2016) mentioned that lack of capacity is one of the biggest  
challenges faced by the community people in rural tourism destinations because 
of low level education and lack of access to required training. Therefore, capacity 
development of the rural community is an eminent role of a CBT project.   

Facilitating network building is another role done by the CBT projects in terms 
of sharpening the competitive capabilities have with the community people who 
engage in tourism businesses.  Creating networks with financial institutions,  
entrepreneurs in supportive industries, input suppliers, other service providers, 
and the community in the area assist to increase the ability to share resources and 
ensure the sustainability in community tourism business (Kampetch & Jitpakdee, 
2019; Asero et al., 2015).  CBT projects also facilitate for creation of community 
leadership, and strong voice in the community, and serve as a bridge between the 
community and external actors (Kontogeorgopoulos, et al., 2014).  Hence, rather 
than operating alone, networking creates more benefits for the community people 
in achieving business success.

Sustainability was also identified as one of the success factors of comunity- 
based tourism businesses (Karacaoğlu & Birdir, 2017). Fong & Lo (2015), and 
Fiorello & Bo, (2012) emphasized four dimensions in sustainable rural tourism  
development, namely social, cultural, economic, and environmental sustainability.  
As a result of highly insensitive nature of mass tourism on these sustainable  
tourism aspects in tourism destinations, CBT is used as a tool for avoiding the 
negative effects of tourism on local destinations (Fiorello & Bo, 2012, Fong & Lo, 
2015).  Rocharungsat (2005), and Hipwell (2007) also emphasized securing and 
conservation of natural resources and sustainment of cultural values as essential 
for community tourism business success (Cited by Karacaoğlu & Birdir, 2017).  
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Building up community cooperation and cohesiveness is another crucial role of the 
CBT initiatives (Dodds & et al., 2016).  Elliott (1997) and Choi & Sirakaya (2006) 
mentioned that stakeholders should form part of destination management and be 
given responsibilities at the local level (cited by Lekaota, 2015). This implies the 
importance of having collaboration and corporation among the community people 
and the strong community leadership to take up such a difficult role. Fong & Lo 
(2015) highlighted that community involvement plays a pivotal role in sustaining 
rural tourism development and directs the community for sharing knowledge, 
gaining commitment from the communities, and participation in decision making 
process and those will eventually assist in achieving tourist satisfaction and  
sustainable rural tourism development.  The research conducted in Zambia,  
Malaysia, Thailand, and Indonesia revealed that facilitation for building up the 
cooperation of the local community is essential for business success (Dixey,2005).  
Witchayakawin et al. (2020) emphasized compelling to have a collaborative  
vision to the community drives for developing a strategic designation branding, 
collaborative destination marketing, web page designing for the community tour-
ism society, etc. are the outcomes of community empowerment projects. More-
over, cooperation of the local community is essential to detect and develop the 
cultural assets used to create a sustainable tourist destination (Okazaki, 2008).  
Also due to the strong collaboration and cooperativeness of the community people 
are helpful to create a liaison role between government and local entities, make 
a voice against giant competitors, involvement in local economic development 
through the bottom-up approach. Negotiation, ensure accountability, setting a 
community agenda are also important factors to the success of community tourism 
development projects (Bamber et al., 2010). By doing the study at Sam Chuk,  
Nitikasetsoontorn (2015) found that collective responsibility significantly and  
positively increases sharing of resources of residents.  Nitikasetsoontorn (2015) 
further pointed out when residents accept more responsibility for community- 
based tourism development, pool more resources, such as time, labor, and money, 
and share more tourism benefits equitably among themselves, they are more likely 
to achieve business success.  Rocharungsat (2005) specifies the success factors  
perceived by the stakeholders of CBT projects in Malaysia, Thailand, and Indonesia 
as active participation and support of the community members, fair and equal  
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distribution of the benefits acquired from tourism, good management of the  
project operations (planning, management, promotion, advertising, etc., ensuring 
the cooperation and support between the stakeholders (political, economic,  
educational, etc.), etc. (Cited by Karacaoğlu & Birdir, 2017).

However, Kontogeorgopoulos & et al. (2014) emphasized that community  
leadership is generally neglected in the literature as a success factor even though it 
is usually listed as just one of many reasons for a community’s success in fostering 
CBT. Sheham (2016) also evidenced that bad community perception, traditional 
power patterns of community, a little contribution from tourism to community 
well-being, a weak relationship between the objectives of conservation and rural 
socio-economic development cause to hamper the business success at the  
community level. 

Tasci & et al. (2013) argued that several CBT initiatives reported failures due to 
lack of community involvement and participation, a sense of ownership of the 
initiative among the community members, and lack of local financial resources.  
Tasci & et al. (2014) revealed that shared vision, communal goals and benefits, 
stakeholder involvement and participation, cooperation, and collaboration were 
identified as critical success factors of CBT and the businesses may fail with the 
absence of such factors.   Giampiccoli et al., (2015) revealed that, in the Jamaican 
context of CBT, community people have to face a lot of challenges of lack of  
finance and business know-how, lack of marketing support and information access, 
inadequate capacity and coordination among the community people, and “one size 
fits all” attitude of tourism professionals.  Regarding the Sri Lankan CBT projects, 
bottlenecks such as insufficient education and training opportunities, lack of  
motivation, lack of financial support, poor level of communication and linkages 
among stakeholders, and lower government intervention were revealed  
(Dissanayake & Samarathunga, 2016).  

As per the afore-described existing literature on the impact of the empowerments 
done by the CBT projects on tourism business success as well as the discussions 
had with the project coordinators of CBT projects in Sri Lanka (ILO and RTB), 
five key determinants were identified to be studied further. Those were business 
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know-how and management, collaboration and cohesiveness, network building, 
sustainability practices, and capacity enhancement.  The following are the research 
hypotheses of this study that were developed based on these five key determinants 
of tourism business success in rural destinations.

H1: Enablement of having the business know-how through the CBT project affect 
significantly on the success of rural tourism businesses. 

H2: Enablement of enhancing the collaboration and cohesiveness among the  
community people through the CBT project affect significantly on the success 
of rural tourism businesses. 

H3: Enablement of network building through the CBT project affect significantly 
on the success of rural tourism businesses. 

H4: Making awareness of sustainability practices through the CBT project affect 
significantly on the success of rural tourism businesses. 

H5: Capacity enhancement of the community through the CBT project affect  
significantly on the success of rural tourism businesses. 

3. Methods

The positivism approach was applied because this study focuses on understanding 
a social setting by recognizing the individual’s constituents of a phenomenon of 
CBT success owing to empowerment and then simplifying the phenomenon in 
terms of different constructs, and relationships between these constructs. Five  
hypotheses were developed to test these relationships and reveal the key  
competitive capabilities that affect tourism business success which has been  
empowered by CBT projects.  Therefore, the study constructs include independent 
variable of “empowerment efforts of CBT projects on enhancing the competitive 
capabilities” and dependent variable of “Tourism businesses success (TBS)”.  
Five sub dimensions including business know-how and management (BKHM), 
community collaboration and cohesiveness (CCC), network building (NB),  
sustainable practices (SP), and capacity enhancement (CE) were considered as 
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competitive capabilities and a 5-point Likert scaled structured questionnaire 
was used to reveal respondents’ perceptions on the impact of community  
empowerment projects on tourism business success relating to these five  
dimensions.  The aggregated average growth in number of visitors, number of 
employees, and capital investment were used as the criteria of measuring business 
success by taking into account the three-year average from 2016 to 2018. 

A sample of 250 micro and small-scale tourism entrepreneurs (MSSTEs) were 
selected from Panama and Arugam Bay villages in Ampara district which were 
empowered by the CBT projects of International Labour Organization (ILO) 
and MSSTEs from Kanneliya, Vihrahena, Mederipitiya, and Godahena villages 
in Galle and Matara districts which were empowered by the CBT projects of 
Ruhunu Tourism Bureau (RTB).  The random number generator with the list of the  
MSSTEs of the two selected CBT projects was applied in selecting the sample.  
Both these CBT projects operate under the Sri Lanka Tourism Development  
Authority.  Because of non-responding and missing data, 25 questionnaires 
were rejected and 225 questionnaires proceeded for analysis purposes.  Then the  
response rate was 90 percent.  The results were received through correlation 
and regression analysis and accordingly tested the formulated hypotheses.  The  
Cronbach alpha test was used to determine reliability and the internal consistency 
of the measurements used in the study.  

4. Data Analysis

Basic information of the MSSTEs in the sample revealed that majority (92%) 
was in the age group of year 30-50, 57 % was male and 43% was female, 88% 
was married ones, 59% has at least senior secondary level education and 16% 
has tertiary level education.  The community people in the selected villages are  
engaging in homestay operations, safari tours (Wildlife, village life, heritage, 
and boat tours), adventure activities (land and water-based) surfing and surfing  
training, beach party and cultural entertainments, souvenir shops and retail shops, 
conduct cookery classes, tour guides, restaurants, etc.  Table 1 shows the reliability 
test results and accordingly all constructs reported the value of greater than 0.6 
and this assures the internal consistency as per the rule of thumb of internal  
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consistency described by Hair et al (2003) and Zikmund (2013) and the scales 
deemed reliable for further analyses.  

Table 1: Results of Reliability Test

The main objective of this study was to reveal the impact of competitive  
capabilities empowered by CBT projects on tourism business success in rural  
destinations. As revealed through the literature review and mainly the discussions 
had with the project coordinators of CBT projects in Sri Lanka (ILO and RTB), 
CBT projects facilitate the community to have competitive capabilities which  
concern as vital for business success.  Table 2 shows the group statistics of  
competitive capabilities which were studied in this study relating to the selected 
sample.  All the mean values reported as greater than 3.0 except promoting them 
for sustainability practices.  This indicates that the MSSTEs in the sample agreed 
upon 4 dimensions of competitive capabilities among them have been able to  
promote by the CBT projects. 

Table 2: Group Stastistics of Competitive Capability of the Community

Source: Survey : 2019 / 2020
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Correlations between the five dimensions of competitive capabilities and tourism 
business success as depicted in Table 3 evidenced that the Pearson correlation  
between business success and capacity enhancement is significant at 0.833  
followed by community collaboration and cohesiveness at 0.814, and subsequently 
by business know-how and management at 0.525, sustainability practices at 0.355 
and network building at 0.298. All reported positive and significant correlation

Table 3: Correlation Analysis between Competitive Capabilities and Business  
    Success

Source: Survey : 2019 / 2020

By addressing the main objective of this study, multiple regression analysis was 
used to reveal the overall impact of the empowerment efforts done by the CBT 
projects for enhancing the competitive capabilities of MSSTEs in rural tourism 
destinations on their business success.  Table 4 depicts the overall model summary 
of the multiple regression analysis on the five dimensions of competitive  
capabilities of MSSTEs with business success.  The R square value of 0.581  
indicates that 58.1% of the variance in business success of MSSTEs in rural  
tourism destinations who were empowered by a CBT project was significantly 
explained by the selected five dimensions of competitive capabilities. 

The second objective of this study was focused to determine which variable among 
the five competitive capabilities affects mostly to create a variance in the tourism 
business success in rural tourism destinations.  Table 5 illustrates the multiple  



171Journal of Business Studies, 8 (SI) 2021

regression results on this endeavor. Accordingly, capacity enhancement recorded 
the highest beta value of 0.742, community collaboration and cohesiveness  
reported the second-highest beta value of 0.650, and business know-how and  
management was ranked next with the beta value of 0.198.  All these beta values 
are significant at the 0.01 level of significance.  Therefore, among the five  
hypotheses formulated for this study, the hypothesis one (H1: Enablement of  
having the business know-how through the CBT project affect significantly on the 
success of rural tourism businesses), hypothesis 2 (H2: Enablement of enhancing 
the collaboration and cohesiveness among the community people through the 
CBT project affect significantly on the success of rural tourism businesses), and 
hypothesis five (H5: Capacity enhancement of the community through the CBT 
project affect significantly on the success of rural tourism businesses) can be  
accepted.  As seen in Table 5,  the beta coefficients of other two remaining  
variables of the model, network building and sustainability practices, are  
respectively 0.131 (p=0.056) and 0.167 (p=0.057).  The P values show that the  
impact of both of the variables on business success was insignificant and therefore, 
hypothesis three (H3: Enablement of network building through the CBT project 
affect significantly on the success of rural tourism businesses) and hypothesis four 
(H4: Making awareness of sustainability practices through the CBT project affect 
significantly on the success of rural tourism businesses) cannot be accepted. These 
coefficient statistics revealed that the empowerment efforts of the CBT projects for 
capacity enhancement, promoting community collaboration and cohesiveness, and 
business know-how and management are the only predictors which affect tourism 
business success and facilitating for network building and sustainability practices 
cannot be identified as the good predictors.

Dependent Variable: Tourism business success   
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5. Results Discussion

Most of the findings of this study are compliant with the findings of CBT  
experience in other countries and the Sri Lankan context.  The present study 
found that capacity of community tourism entrepreneurs, business know-how and  
management as well as collaboration and cohesiveness of the community people 
affect significantly on the tourism business success.  A similar view was presented 
by Kampetch & Jitpakdee (2019) and emphasized that main factors which lead to  
the success of Baan Rim Klong Homestay include community leadership,  
community participation, tourism business management, and tourism network.  
However, network was not a good predictor of the present study though it was 
identified as important by Kampetch & Jitpakdee (2019). Also, Nitikasetsoontorn 
(2015) identified participation in decision-making processes, local ownership,  
collective responsibility, sharing of resources, and leadership and management as 
significant affecting factors on the success of CBT for the Sam Chuk traditional 
market and Klong Suan old market in Thailand. Connelly and Sam (2018) also 
accepted cooperativeness as a highly required factor for community business  
success.  Kontogeorgopoulos & et al., (2014), and Tasci & et al. (2013; 2014) 
much appreciated the role of local leadership on the business success.  Further, the 
findings of this study show that sustainability practices much not affected business 
success as revealed in this study also.  Similar experiences were reported from 
the local people of Misi Village and Karacaoğlu and Birdir (2017) realized that 
conservation of tourism resources and scale of tourism development had a lower 
acceptance rate and they haven’t fully embraced sustainable tourism. Even though 
sustainability didn’t work as a good predictor of the business success of the  
current research, Connelly and Sam (2018) agreed on sustainability is essential for 
CBT success.  

6. Conclusion and Research Implications

By taking into account the importance of the CBT approach, this study mainly 
focused on revealing the impact of empowerment efforts done by the CBT  
projects for enhancing competitive capabilities on business success of MSSTEs 
in rural tourism destinations and identifying which competitive capabilities create 
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more variation in the business success.  Findings evidenced that empowerment 
efforts of the two CBT projects which have been selected for the study from Sri 
Lanka significantly influence improving the business success of the MSSTEs in 
rural tourism destinations. The individual constructs of capacity enhancement, 
promoting community collaboration and cohesiveness, and business know-how 
and management show  significant impacts on business success.  The community 
people believed that CBT efforts on capacity development, and promoting  
community collaboration and cohesiveness affect highly compared to other  
empowerment efforts tested in this study.  Slight impact was reported relating to 
enhancing business know-how and management skills of the MSSTEs.  Because 
of their poor nature, the assistance of the CBT projects for ensuring the availability 
of required business assets as well as infrastructure remarkably affects business 
success. To eradicate poverty among the community people in rural tourism  
destinations, more concern was given to diversify the local economy, specifically 
by taking into account the seasonality nature of their income pattern and tourism 
has been recognized as an additional income source for them.  Therefore, the 
newcomers to the tourism sector who starts homestays, agro-tourism, adventure 
and safari tours, etc. expect know-how about the business and technology via 
these community tourism projects.  Moreover, as emphasized in other research 
also, community collaboration and cohesiveness, know-how of tourism business 
technology and practices, business management skills are essential to introduce 
unique products and services by taking advantages of the unique resources and 
talents have with the rural community.  Though the business know-how and  
management affect significantly the business success as per the findings, the  
relative size of the impact is comparatively low and then much attention is  
required in the future on this aspect.  

Further, this study revealed that the facilitation efforts of the two CBT projects  
relating to network building and promoting sustainable practices were not  
perceived as strong enough among the community people and much attention is 
required to be given in future work of the projects. However, correlation statistics 
relating to network building and promoting sustainable practices does not imply 
negative relationships with the business success and this communicates us much 
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attention required to be given for better results.  Networking with input suppliers, 
complementary product or service suppliers, visitors, etc. much affects to  
self-sustain of MSSTEs. Sustainable practices of the rural tourism entrepreneurs 
are too vital to visitor attraction and satisfaction, long-term survival and  
sustainability. By taking into account the key findings of this study, the attention 
of the development initiatives required to be focused on enriching MSSTEs in 
rural destinations further with such vital competitive capabilities to harness the 
maximum benefits of the unique competencies and resources having in such  
rural tourism destinations and finally uplift the rural tourism brand in Sri Lanka. 
Further, by expanding the research scope into other rural tourism destinations, a 
wide view could be received regarding the competitive capabilities of community 
tourism entrepreneurs. 
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