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ABSTRACT

Despite its obvious benefits and its potential for improving productivity and sharpening
an organization’s competitive edge both locally and internationally, SMEs are still
reluctant to deploy the emerging technology of e-business. This lack of enthusiasm may
be due to difficulties in identifying and measuring costs, benefits and risks associated
with the adoption of e-business. Recent studies have shown, however, that many SMEs
have engaged in e-business in order to catch up with their larger counterparts who have
adopted such solutions.

The contribution of SMEs to their national economies cannot be overemphasized. These
organizations account for some 99 per cent of private sector growth in Jordan, including
most of the growth in employment. The present study was undertaken in response to the
lack of empirical data, as well as to determine the stages of growth in the uptake of e-
business by SMEs and to discover the factors influencing their decisions to adopt it. It
supplies the deficiency of relevant evidence, which will improve understanding of the
current state of affairs in this regard.

In order to achieve the objectives of this research, data was collected according to a
quantitative research paradigm in order to provide exhaustive descriptions of how SMEs
currently use e-business and of the factors involved in their decisions.

A questionnaire with 42 questions was distributed personally to a sample of 55
personnel in SMEs in the communications sector. The overall response rate was 87 per
cent. Several analysis methods including descriptive statistics analysis, factors analysis,
biavariate analysis, bar charts were applied to the data using SPSS.

The results validate the six-stage model, developed from previous studies, for the
Jordanian context, and show that respondents’ use of e-business is still in the first two
stages. Some have reached the third stage, but the last three more complex levels have
yet to be utilized to any significant extent. The results also provide empirical evidence
that enablers (market, external and organizational) of, and barriers ( technological,
organizational and external) to, the use of this technology, as well as organizational size,
play a significant role in decisions as to whether or not to adopt it, as well as the degree
of its success in SMEs.

This study has important implications for research and practice. Specifically, it offers a
useful framework with which to assess the six stages of growth in each factor in order to
better pursue the adoption of e-business. The results will constitute a guide for the
conduct of empirical studies based on the framework foundation of e-business adoption,
and will give practitioners an understanding of how these factors influence such
adoption, thereby improving that process.
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CHAPTER 1

INTRODUCTION

1.1 The research issues

The discussion on the utilization of electronic business is of great importance in the
world of trade and commerce (Elahi and Hassanzadeh, 2009). The growth and
development of Internet technology and electronic business has contributed to a change
in individual lives, communities and institutions throughout world. These developments
in Internet technology change the way both large and small businesses interact with
their partners, client companies and customers. Xu et al (2007) maintains that e-business is

expected to become a key facilitator in organizations’ conduct of business worldwide.

As a result, SMEs in developed and developing countries are moving if indeed they
have not already moved their main operations to e-business formats in order to exploit
their potential for increased automation, efficient business processes and global
visibility. To this end, e-business has increasingly become an essential element of

business strategy and a strong mechanism for economic development.

The implementation of e-business involves thoughtful changes in business organization,

government regulation and human experience (Keoy et al, 2006). The adoption and use of e-
business are important not only for organizations, but also increasingly for a nation’s
economic progress. In many countries, the adoption and development of e-business has
become an ‘important determinant of future economic growth. In both developed and
developing countries, government can be seen to play a fostering role at the national

level, setting the adoption of the Internet and e-business as main goals.
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Previous studies have shown that many organizations, including SMEs, have embraced
e-business (Teo and Pian, 2004a; Levy et al, 2005; Erikson et al, 2008; Eshun et al,
2009; Hunaiti et al, 2009). By contrast Drew (2003) points out those large organizations
dominate e-business, while many SMEs are being left behind. Simpson and Docherty
(2004) see large organizations as more actively involved in e-business activities. The
research, mainly quantitative or qualitative, that has been conducted on e-business
largely concerns the experience of implementation in developed countries (Huang and

Zhao, 2004).

E-business involves organizations, including SMEs, changing the way they do
business. SMEs have an important role to play in national economic growth. In the case
of Jordan, several investments had been made by the government and private sector,
including SMEs, to implement and develop e-business. This thesis investigates the
adoption of e-business in Jordanian SMEs in order to identify the pattern of e-business
growth and to determine the key factors that influence the successful adoption of e-
business. This research argues that this activity should take into consideration the

relationship between the factors associated with e-business and stages of growth.

The research framework is based primarily on two main areas of literature: that
concerning e-business and that on SMEs. For this purpose, this thesis is divided into six
chapters. The present chapter offers a concise research background and context, as well

as the study’s aims and objectives, its importance and its structure.



1.2 The research background and content

A growing body of research seeks to examine the impact of e-business on organizations,
especially SMEs. Dynamic and vibrant SMEs play a key role in successful national
economic growth, irrespective of whether the country concerned is a developed or a
developing one (Trumbach et al, 2006; Ramdani et al, 2009; Obafemi, 2009). Given their
importance in any economy, it is no surprise that almost every country places special
emphasis on supporting and strengthening its SMEs through a variety of institutions and
programmes. The Internet and e-business is seen by governments around the world as a
technology critical to supporting the development of this sector (Levy et al, 2005;
Hourali et al, 2008).). According to Zhu et al (2003) and MacGregor and Kartiwi (2010),
governments have instigated intervention projects and offered financial incentives to
encourage SMEs to adopt the Internet and subsequently to develop e-business systems1
that will enable them to trade more effectively with business partners. Despite the
attempts of government and various support programs, very few SMEs have reached the
advantaged stages of e-commerce (Al-Qirim, 2007b; Scopla, 2009; Kapurubandara and
Lawson, 2009; Mendo and Fitzgerald, 2009; MacGregar and Kartiwi, 2010). SMEs
need this support to overcome the economic and competitive disadvantages that they

face, especially when they adopt e-business.

In addition, research indicates that the fear of lagging behind in adopting e-business has
pressurized many SMEs into blindly engaging in e-business initiatives without deriving
much benefit from them. Despite huge investments in such initiatives, academics and
practitioners are still struggling to perceive any positive outcomes. These are hugely
restricted by a lack of strategic planning. SMEs face obstacles to technical,
organizational and external issues when adopting e-business strategies (Del-Aguila-

Obra and Padilla, 2006; Bharadwaj and Soni, 2007; Kapurubandara and Lowson 2009:
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Obafemi, 2009; Tarofder et al, 2010). It is therefore important to identify and evaluate
factors affecting an organization’s performance that may contribute to e-business
adoption. Research to date, however, has only investigated the growth of e-business and
sought to determine the factors associated with this adoption and in order to gain a
holistic understanding of the subject, e-business implementation processes and the

impacts of e-business on organizations should be examined.

In the present study SMEs are targeted for several reasons. Firstly, as has already been
mentioned, they play a major role in the development of any economy, no more so than
in Jordan. SMEs are viewed in Jordan as sources of flexibility and innovation and make
a significant contribution to economic, both in terms of the number of SMEs and the
proportion of the labour force employed by these organizations. For example, Al-Nsour
et al (2007) maintains that SMEs play an important role in Jordanian economy and
account for some 99 per cent of all business transactions. Nasco et al (2007) and
Obafemi et al, (2009) they point out that SMEs make an extremely important
contribution to an economy, especially to the rapid growth of developing céuntries.
Secondly, previous studies on e-business have focused on large businesses. SMEs are
ignored because, in many cases, it seems that they are perceived to be unsophisticated
and therefore of no interest to researchers investigating IT adoption and implementation
(Poon and Swatman, 1998; Nasco, 2007). Thirdly, although studies have looked at ¢-
business adoption by SMEs from various angles, the stages of growth of e-business and
the factors involved as two of the main issues involved have remained curiously under
researched.

Finally, SMEs also have unique characteristics in such respects as size, age, turnover
and top management structure (Rao et al 2003; Bose and Sugumaran, 2009; MacGregor

and Vrazalic, 2008; Obafemi et al, 2009; MacGregor and Kartiwi, 2010) that provide
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interesting grounds for research. According to MacGregor and Kartiwi (2010) the
special circumstances of the‘SME sector has been the subject of investigation by both
government and academic research. The SMEs identified in this research organizations
in the communication sector employing fewer than 250 people. This sector has played a

significant role in the few last years in the growth of Jordan.

The ultimate aim of this research is to fill a gap in the literature, especially as regards
developing countries, by focusing explicitly on e-business adoption by SMEs in Jordan.

The key issues dealt with are:

e areview of the various definitions of SMEs by researchers and countries

e areview of the various definitions of e-business and the stages of maturity reached
by SMEs, as gleaned from the literature

e an evaluation of the general importance of, and the role played by, SMEs in
economic growth generally

e areview of the key enablers of and barriers to e-business adoption by SMEs

SMEs in Jordan are motivated to adopt e-business solutions by government support,
sales growth, market enlargement, increased competition and decreased dependence on
the home market.

The communications sector is rightly considered to be one of the important sectors of
national growth, employing a large number of people in various ways. There is also a
common perception that if the economy is to attain sustainable growth in employment it
must rely heavily on its smaller organizations.

Little empirical research has been carried out that investigates the factors associated
with e-business adoption and the growth within SMEs, and most of the research that has
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been conducted has been in developed countries, implying that the smaller
organizations studied have reached certain levels of maturity in their e-business
processes. In developing countries, few studies have addressed the issue of e-business

adoption from the viewpoint of SMEs.

Only a few empirical quantitative studies investigate the adoption and development of
e-business, particularly in developing countries. There is still a shortage of empirical
research that attempts to answer key questions concerning the relationship between e-
business enablers, barriers and organizational size and the stages of growth in SMEs’
implementation of e-solutions. This study investigates precisely those aspects. Thus,
this research brings a holistic understanding to the relationship between the state of e-
business growth and the barriers, enablers and organizational size related to the
adoption of e-business. It focuses in particular on the adoption of business to customer
(B2C) technology, which is that used by an organization for buying, selling or
exchanging information between it and its customers. The research finding will benefit
researchers and practitioners alike. The identification and validation of e-business
success factors will assist organizations in their e-business strategic planning in the

Jordanian context.

1.3 Aim and objectives

The overall aim of this research is to determining the relationships between e-business
growth and the enablers and barriers of e-business in Jordanian communication sector
using a six stage model which synthesised from previous models of stages of maturity in
the adoption of e-business by SMEs. This will be further explained in Chapter 4. The

primary objectives of this exploration can be broadly classified under four objectives:
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Research Objective 1: Classify data according to stages of growth and
organizational size

RQI: Identify the pattern of e-business adoption by SMEs in the chosen
sector to stages of growth?

RQ2.Determine the distribution for various size of SMEs in Jordan?

Research Objective 2: Determine the key enablers of and barriers to e-business

adoption by SMEs.

RQ3: Identify the significant enablers of e-business adoption by SME in Jordan?

RQA4: Identify the significant barriers of e-business adoption by SMEs in Jordan?

Research Objective 3: Determine the Relationships between stages of growth and
e-business enablers and barriers.
RQS: Is there any significant relationship between the stages of growth e-of

business and e-business enablers?

RQ6: Is there any significant relationship between the stages of growth of e-

business and e-business barriers?

Research Objective 4: Determine the relationship between stages of growth and

organizational size.
RQ7: Is there any significant relationship between the stages of growth of e-

business with organizational size in terms of number of employees?
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The overall aim of this research was achieved by adopting a deductive approach, and
the findings confirmed as suitable and accurate through use of the quantitative method
to data collection using the Statistical Package for Social Science SPSS (17) as the
analysis mechanism, with descriptive data analysis, factor analysis and bivariate
correlation as the analysis methods (for further details see Chapter 5). Data was
collected from two main sources: a survey distributed personally by the researcher was
the primary source, with a background of secondary sources including books, journals,
and online documents. The use of this background literature enabled a thorough
understanding of e-business and SMEs. The literature includes definitions and
categories of e-business, the stages of growth of this technology in organizations,
definitions of SMEs, enablers of and barriers to the implementation of e-business
solutions, the relationship between these and the stages of growth of e-business in
organizations, a correlation between these factors, and analysis of the stages of growth
in the Jordanian context using the six-stage model synthesised from previous ones, (for

further details see Chapter Four).

This research is conducted in the context of the conceptual framework derived from the
background literature. In the present research the four predictor variables of maturity of
e-business stages, e-business enablers, e-business barriers and organizational size are
grouped together. The research process involves four phases. The first aim to describe
the participants’ profiles, while the second seeks to identify the provider’s perception of
the maturity of the state of e-business in Jordan. This is achieved by synthesizing from
the literature a six-stage model of maturity. The third phase includes the analysis of data
and identification of the main factors associated with e-business adoption, including e-
business enablers and e-business barriers. This is achieved by developing 21 questions

from the background literature, which are tested by the pilot study (see Chapter Three).



i

The final level involves a detailed examination of the relationship between the key

factors of growth stages, barriers and enablers, and organisational size. The statistical

analysis includes descriptive data, factor analysis, bivariate analysis (Pearson

correlation), and bar charts as the primary instruments for data analysis.

1.4 Research contribution

This study’s findings will provide Jordanian organizations with knowledge related to e-

business adoption in developing countries. The contribution’s originality is grounded in

the following factors:

The focus of this research is to provide Jordanian SMEs with new insights into
the importance of e-business, giving them the requisite knowledge to consider
the requirements needed in order to be ready to implement and develop e-
business strategies.

The conceptual framework, a six-stage model employed to achieve the overall
aim of this research, which provides empirical evidence that the stages of growth
in SMEs does exist in Jordan.

Contribution to the body of knowledge on the practices of B2C e-business in
developing countries, and specifically in Jordanian SMEs in the communications
sector.

Provision of a holistic approach to evaluating e-business. A review of the
available literature confirms that this is the first in-depth study concerning the
status of Jordanian e-business using six stages model. It therefore provides
insightful theoretical and empirical applications for increasing the effectiveness
of e-business in developing countries.

Provision of new information for using e-business in the private sector to,

9
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decision-makers in Jordan.

6. The present research will lead to further development in the use of e-business
within Jordanian SMEs.
7. Provision of useful information for other developing countries whose

circumstances are similar to those of Jordan.
8. The present research will raise new research questions concerning the adoption

of e-business by SMEs.

Overall, this research highlights the importance of the respondents’ perceptions
regarding SMEs’ adoption and development of e-business. In particular, this research
emphasises that respondents will adopt e-business solutions when they meets their
expectations and needs. It also reveals that the respondents are aware of the various

enablers and barriers associated with and influencing decisions to adopt such solutions.

The result of this research presents baseline information and provides insights to
decision-makers in SMEs regarding the factors associated with the adoption of e-
business. The finding may also be of interest to Jordanian policymakers such as the
Ministry of Communication and the Ministry of Trade and Industry by giving them an
understanding of organizations’ e-business adoption patterns and of the factors
associated with the implementation and use of e-business. It is hoped that these findings
will help provide recommendations for the improvement of the current state of e-
business use by SMEs, as well as suggesting directions for further research. It also
demonstrates that SMEs are aware of the barriers and enablers related to e-business
adoption. Finally, this study gives academics insights into previous research on e-
business adoption among SMEs, by variously supporting and challenging earlier

finding.
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1.5 Over view of Jordan

The Hashemite Kingdom of Jordan is a Muslim Arabic Country, located in the Middle
East in western Asia, with a population of 6, 2 million in 2008, and lies in a strategic
position in relation to its neighbors in the Middle East (DOS, 2009). Over one third of
the Jordanians are under the age of twenty (DOS, 2009). Arabic is the country's official
language and English is widely spoken.

Jordan is considered as one of the developing countries in the Middle East region. It has
suitable telecommunication facilities with neighbouring countries. Jordan has grown
rapidly in industrial modernization, liberalization of business and information
technology. Jordanian business, academic, organization, government, ministers and
human skills becoming reality, they convinced that the e-business is important for
growth economic for country as buying, selling products, services and reduce purchase

prices and cycle time.

1.5.1 E-business development in Jordan

The Internet introduced to individuals and the private sector in 1996 through pn’véte ISP
companies, which are sharing the market of Internet (Muasher, 1999). McConnell
International, LLC (2002), report considers Jordan’s e-readiness and ‘e-leadership’ as
rated medium to high compared to other counties in the world, as well as emphasising

that many conditions are present for the conduct of e-government and e-business.

King Abdullah II succeeded his father King Hussein following the latter's death in
February 1999. During his first years in power, he refocused the government's agenda
on electronic commerce reform. This was achieved through the creation of new laws

such as the, investment law.
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According to Arab Advisors Group (2009) survey on ICT usage in SMEs reveals that:
Internet penetration in Jordan is 36% which is a high figure for the region. Internet
usage more than doubled from 2007 to 2009 with the rapid growth expected to continue.
Jordan has more internet start up companies than any other country in the Middle East.
The Jordanian government has recently announced that the sales tax on computers and
internet connection would be removed in order to further stimulate the ICT industry in
Jordan. There by increasing the uptake from 22.3% of Jordanian SMEs who do not have
(PCs). Of these companies that have PCs, over a half has a LAN set up in the office and
more than two thirds of the companies use the Internet. 58.2% of the companies that use
Internet started using it more than 3 years ago. 92% of companies in Amman use the
Internet, which is far higher than other cities. More than 74.5% of the companies that
use the Internet have Internet dialup accounts, with only 15.2% having Internet leased
lines, and 15.2% having Internet ADSL. A little more than a quarter of Jordanian SMEs
have a web page. Start up Arabia report (2008) looked at ICT usage of individuals
number of Internet Subscribers in Jordan will be around 50% internet penetration rate,
with 35,000 employed in the ICT sector and over $3 billion revenues by 2011. While
Asymmetric Digital Subscriber Line (ADSL) at the end of September 2008, there were
over 29.000 ADSL subscribers in Jordan. Furthermore, that there are about 1.6 Internet
users in the country in 2009, a penetration rate of 25.4 per cent (Internet world Stats,

2009).

The ICT infrastructure is rapidly expanding in Jordan, the number of landlines reached
629,000 at in 2007, an expansion rate of 11 percent, while the number of mobile phone
subscribers reached 3.826 million at an expansion rate of 70 per cent. (UN report
2007). In more recent study conducted by Global Arab Network (2009) showed the ICT
sector in Jordan represented 14.3% of GDP in 2008, making it one of the largest single

contributors to the economy, with growth more than 80,000 new positions being created
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between 1999 and 2008. Of these, the report said, 16,650 were direct jobs within the

industry, a further 49,852 were indirect jobs and the remaining 15,365 were listed as

induced positions.

According to Global Information Technology Report (2009) the ranked for Jordan were
44th out of 133 countries on its networked readiness index for ICT development. Also
the report ranked Jordan's overall business readiness at 73rd, with staff training coming

in at 67th and company spending on research and development at 108th.
1.5.2 Government initiatives in Jordan

In early 2000 the government of Jordan made ICT a national priority. This decision was
translated into what is known as the ‘REACH?” initiative, supported by both public and
private sectors, whose goal is to develop “a vibrant, export-oriented, and internationally
competitive ICT sector that can successfully attract investment and generate high value
jobs” [www.intaj.net]. The REACH report assesed Jordan's strengths and weaknesses
and other related competitors. The REACH initiative was devised by the Information
Technology Association of Jordan (INTAJ) and supported by the Ministry of ICT to
develop the IT sector in Jordan, with a mission to promote and advance the Jordanian
software and IT service industry in the global market. Intaj has grown from 33
organisations in 2000 to over 143 in mid-2006. Members of this association include
companies working in Jordan in the fields of software development, support and
application; telecommunications companies, value added assembly organisations and

companies that distribute ICT products and services [www.intaj.net].

The Ministry of ICT initiated an e-government program in September 2000. The aim of
this program is to enable businesses and citizens to obtain better (i.e. faster, more
accessible, and less costly) services, to increase the government performance and

efficiency, and to ensure transparency in government procedures and processes
13
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[http://www.moict.gov.jo/ MoICT/MoICT Initiative.aspx]. This initiative is still in
progress. So far, the Jordanian government has 95% of its ministries online, all of these
with full information about services, the ability to download forms and applications, and
the ability to communicate with citizens and businesses via email (i.e. publishing stage).
However, online governmental transactions (i.e. the fransactional stage of e-
government) to making secure payments for a service and tax, has not yet been achieved

(Elsheikh et al., 2008).

The application of ICT in Jordanian business, industry, schools, universities,
government departments and households is clearly occurring (Sahawneh, 2003). An e-
leaming initiative was begun in 2002 and has been implemented and supervised by the
Ministry of Education and the Ministry of Higher Education and Scientiﬁc Research.
The initiative comprises two tracks: e-education in schools and e-education at university
level. In schools, the programme aims to introduce IT courses within the curriculum and
to facilitate the required infrastructure. As a result, computers and the Internet are used
in schools and have been connected through the schools network. In addition, IT, e-

commerce and programming language courses are now taught in secondary schools.

At government level, an ICT literacy programme for 20,000 government employees
commenced in 2004 and staff have been trained to the International Computer Driving
Licence (ICDL) level [www.escwa.org.lb]. To increase dissemination of computer and
Internet facilities among citizens, Jordan Telecom has launched a ‘PC@every-home’
initiative in 2004, offering packages consisting of a personal computer, software,
modem and dial up or ADSL access. The package includes delivery, warranty and
Internet help disk for support; and, to encourage people to purchase, its price is
estimated to be at least 40% lower than the market price, making it suitable for people

on low incomes, as payments start at £15 per month spread over three years
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[http://www.escwa.un.org/wsis/reports/docs/Jordan_2005-E.pdf]. A recent government
initiative in 2007 was to provide a laptop for each university student, again at subsidised

cost, starting at £10 per month.

1.6 The structure of the thesis

The rest of this thesis is divided into six chapters organised as follows:

Chapter 2: Literature

This chapter provides the background to the research and introduces the concepts of e-
business and SMEs. Definitions of e-business and e-commerce are distinguished before
the current literature is thoroughly appraised. The next section details e-business
categorises, growth stages and current practices. The definitions of SMEs are discussed,

and their importance underlined.

There is extensive discussion of e-business enablers and barriers for successful e-
business adoption by SMEs. This comprehensive discussion serves as the basis for

developing the research framework for this study.

Chapter 3: Research methodology

This chapter described the research methodology and design used in this work. It seeks
to develop and to employ an appropriate research methodology so that suitable data for
testing the proposition is collected. The chapter begins by identifying the types of
research, as this determines the method of data collection. The pilot research study and
sampling methods are examined the approach and research instrument selected for data
collection and analysis is justified in terms of the research objectives. The procedure for
developing the questionnaire, data collection procedures, measurement of constructs,

together with the corresponding issues of data reliability and validity, are critically
15
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considered, as is the rationale for the adoption of the methods selected. The chapter
concludes with a discussion of ethical considerations and the way they are approached
in this research.
Chapter 4: Conceptual framework
The background literature is presented in this chapter, the research questions and the
research variables are reviewed. A conceptual model is proposed by which to examine
the factors influencing the adoption of e-business, enablers, barriers and organizational
size. The model synthesises those that attempt to evaluate the stages of maturity of e-
business in Jordan and examines the relationship between these factors. Each research
question is associated with our study and explained.

Chapter 5: Data analysis
This chapter presents the analyses of the questionnaire returned by 301 respondents
from the Jordanian communications sector. In the first part, percentages of frequency
are used to describe the response and organizational profiles. In the second part a
comprehensive discussion of data analysis technique illustrates the analysis of the
questions and tests the hypotheses that have been developed. Several statistical methods
are used to determine the factors associated with e-business adoption and to investigate
the evaluation of e-business growth based on the proposed six-stage model. These
methods determine the key enablers and barriers and examine the relationships between
e-business factors and their effect on business performance. The several analyses
include descriptivé analysis, percentage of computing of the mean, factors analysis and
bivariate (Pearson Correlation). This chapter identifies the stages of growth of e-
business according to the data provided by the respondents, and determines the factors
affecting e-business adoption. The first three stages were found to be significant for the
sample, while the last three were irrelevant. The three factors of e-business enablers and

barriers were determined to be of great importance for the respondents; they influence
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the adoption and development of e-business. Baivaraute analysis was also used to find
out if there are any significant relationships between factors including enablers, barriers
and organizational size with stages of growth. This thesis also highlights the empirical
evidence of the impact of e-business success among SMEs.

Chapter 6: Discussion

This chapter discusses the research results arising from the analysis, reviewing all the
phases of research process. This study identifies the empirical evidence of our
respondent’s attitudes towards the factors associated with e-business adoption. An e-
business growth model is utilized to explain the e-business adoption and development
among our SMEs respondents. The key research findings are presented and discussed,
as are the enablers, barriers and organization size regarding e-business adoption, in

order to identify the problems faced by the respondents.

Chapter 7: Conclusion and Recommendation
The last chapter discusses the conclusions and considering the limitations of the study,

and directions for future research.

1.7 Conclusion

This chapter provides background information and introduces the research problem and
research questions. It gives a brief overview of the study’s contribution and outlines the

approach and methodology used. An outline of this thesis is finally presented.
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CHAPTER 2

LITERATURE REVIEW

2.1 Introduction

Despite the emerged and the advantage offered by e-business, SMEs are still continuing
and unenthusiastic to deploy e-business extensively in their business activates despite
the benefits its offers. This slow in adoption and developing e-business activates may
due to difficult and identifying and measuring cost, benefits and risks associated with e-
business adoption. There is tremendous potential for SMEs to harness the power of e-
business to improve their productivity and sharpen their competitive edge in both local
and intemationél markets. However, recent studies has indicates that SMEs due to
lagging behind large organizations in the adoption e-business, many SMEs have

anxiously engaged in e-business activates for gaining benefits.

The aim of this chapter is to provide an overview of previous research into E-business
and Small- and. Medium-sized Enterprises (SMEs), with a discussion of the relevant
literature on e-business frameworks, definitions and characteristics, together with the
growth of e-business applications. It reviews the current academic literature on the
adoption of e-business in SMEs, with particular emphasis on the perceptions of SMEs,
as well as tabulating the factors that influence such adoption, particularly the relevant

enablers and barriers.
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2.2. Overview of electronic business

The Internet and e-business plays an important role in modern business, and has in fact
been seen as revolutionary for organizations in today's business world, embracing the
business, consumers, government, and service sectors.

Turban et al (2006) emphasised this truly revolutionary impact, pointing out that its
application to e-business is very much in its early stages in that the Internet is a major
worldwide distribution channel for goods and services as well as surprisingly
managerial and professional positions relating to many innovative applications, ranging
from online direct sales to e-learning experience. Laudon and Traver (2008) explain that
e-business is driven by Internet technology, creating a platform for millions of people to
create and share content, establishing new social connections in an environment of
changing markets, industry structures, products, services and economic circumstances.
E-business was initially defined fundamentally as exchanges of information, but more
types of business have of late become available electronically. E-business is considered
as one of the leading developments in the world of business, in its impact on customer
services as well as on enterprises such as retailing, finance, services, marketing

publishing, communications, advertising, tourism and travel (Titi, 2005).

E-business has been adopted and implemented by organizations, and its potential to
streamline central organizational policies and procedures has subsequently been proved.
It is accelerating the transformation of both large and small enterprises by creating new
electronic markets where prices are more transparent, markets are global, and trading is
highly efficient (Chaffey, 2007).

E-business has emerged as a whole business strategy that enables organizations to
improve businesses processes and communication, both within the organization and
with trading partners (Chong and Pervan, 2007). E-business transforms the competitive
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environment from a local market to a global one. For example, Forrester Research’s
(2005) forecast was that business e-commerce would grow from $172 billion in 2005 to
$329 billion in 2010, figures representing the value of goods and services traded via the
Internet. E-business impacté directly on a firm’s relationshii) with suppliers, customers,
competitors and partners, as well as influencing its product marketing, advertising and

use of brands (Chaffey, 2007).

It becomes evident from this discussion that e-business can be the key to success or
failure for organizations, depending on how well they adapt to these technologies.
Turban et al (2006) suggest that the reason for this rapid expansion was the
development of new networks, protocols and EC software, as well as an increased level
of competition. In order to help understanding e-business, the rest of this chapter
discusses such factors as definitions and categories of e-business, as well as e-business

models.

2.2.1 Definitions of e-business

Defining e-business poses something of a problem regarding what elements to include.
Various definitions have been proposed and evaluated by researchers according to their
research purposes. There is a lack of consensus regarding such definitions. Common
elements include the undertaking of normal selling and buying, government, and
personal activities over the networks. As a result, researchers have suggested new
definitions or adapted existing ones in a variety of studies on the field of e-business.
Some examples follow.
In early studies Chan and Swatman (1999) define e-commerce as
“a wide variety of activities involving the exchange of information, data or
value-based exchanges between two or more parties”
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For Damanpour and Damanpour (2001) e-business is
“any internet business activity that transforms and external relationships to
create value and exploit market opportunities driven by rules of the connected

economy”

Laudon and Laudon, (2006) describe e-business as

“the process of buying and selling goods and services electronically through
computerized business transactions using different internet technologies. This definition
also encompasses activities supporting market transactions such as advertising,

marketing, customer support, delivery and payment.

Zwass (2003) defines e-commerce broadly, in terms of the way of doing businesses
using internet facilities. He states that it is
“the sharing of business information, maintaining business relationships, and

conducting business transactions by means of telecommunications networks.

Turban et al (2006) defines E-commerce as
“the process of buying, selling or exchanging services and/or information via

computer networks including the Internet.

Common elements emerge from these definitions. Firstly, e-business is a kind of
exchange of service and information. Secondly, it is an inter-organisational electronic
network. Thirdly, e-business involves partners, customers and suppliers, buying and
selling products and services; information is the key commodity. Laudon and Laudon,
(2006) add that e-business involves more than the use of technology. It also

encompasses activities supporting market transactions such as advertising, marketing,
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customer support, delivery and payment. Turban et al (2006) provides another

perspective on e-commerce by classifying it into seven elements:

e Communications: EC is the delivery of goods, services, information or payments
electronically using the Internet.

e Commerce (trading): EC confers the ability to buy and sell products, services and
information using online services.

e Business process: EC is business transacted electronically, thus substituting
information for physical business processes.

e Service: EC is a tool that addresses the desire of governments, firms, consumers
and management to cut service costs while improving the quality of customer
service and increasing the speed of service delivery.

e Learning: EC is an enabler of online training and education institutions as well as

business organizations.

e Collaboration: EC is the framework for inter- and intraorganizational
collaboration.

e Community: EC provides a platform for community members to share thoughts
and to perform various tasks.

This study examines B2C e-business from an organizational perspective, examining

transactions between small to medium sized organizations and their customers.

However, for our purposes Turban’s (2006) deﬁnition of e-commerce as “the process of

buying, selling or exchanging services and/or information via computer networks

including the Internet" is generally consistent with the concept as portrayed in the

literature. This definition focuses on the enabling organization online transactions,

which includes the buying and selling of goods, services and information. The next
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section investigates and discusses the difference between the terms “e-business” and “e-

commerce”.

2.2.2 Difference between the terms “e-business” and “e-commerce”

As already stated, e-business is not just another process by which existing business
practices can be sustained or improved. It is a paradigm shift that is radically changing
traditional ways of doing business. In contrast with e-commerce, e-business is a broader
term because it is not limited only to information exchanges related to buying and
selling, but also encompasses servicing customers and collaborating with business
partners, distributors and suppliers (Turban et al, 2006). According to Pavic et al (2007)
there is no universally accepted definition of e-business, and the term is consequently

used interchangeably with e-commerce.

Kalakota and Robinson (1999) point out that e-business

“is about redefining old business models, with the aid of technology to maximise
customer value”

There is then some confusion regarding the two terms. In addition, e-commerce
involves online transactions conducted between purely business partners (B2B),
whereas e-business entails those between business and consumer (B2C). The concept
of e-business is broader than that of e-commerce, and includes the integration of
electronic means (mainly network technologies) into business processes (Katz and
Hilbert, 2003). Chatterjee et al (2002) define e-business as "the application of web
technologies for understanding customer needs, marketing products, services, and
product-market solutions, and taking customer orders” while for Lewis & Cockrill
(2002) e-commerce is electronic networks intended to improve and speed up business

processes such as buying, selling and delivery of goods and services.
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It is important to establish the relationship of the two terms. It can be well understood
from the above discussion that definitions of e-commerce vary among the authors, many
of whom state for example that e-commerce is a subset of e-business (Chaffey, 2007;
Turban et al.,, 2006; Bidgoli, 2002; Rowley, 2002; Beynon-Davies, 2004). Others
suggest that e-business includes many activities that do not fall under the definition of e-
commerce, such as servicing customers and collaborating with business partners
(Turban et al., 2006; Rowley, 2002; Bidgoli, 2002) or processing purchasing orders
(Chaffey, 2007). Carter and Belanger (2004) state that some people use e-commerce to
encompass e-business. The latter involves integration across business activities and
communication within the organisation (Rowley, 2002), as well as web advertising,
supply-chain management, order management, sales force automation and electronic

payment (Bidgoli, 2002).

Sengupta et al (2005) use e-commerce in a wider sense, maintaining that a good
definition of e-commerce mentions the use of electronic data transmission to support
business processes. Schneider (2007) considers e-business to be a broader term than e-
commerce, as it is not limited to information exchanges related to buying and selling but
also encompasses servicing customers and collaborating with business partners,
distributors and suppliers.

This section differentiates the two terms. For the purposes of this study, and following
the rationale of definitions of e-business, that term will be used, with e-commerce being
conceived of as a subset of it. The following section seeks to investigate the e-business

categorises.
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2.2.3 Categories of e-business: There are several categories of electronic

business. These are typically classified according to the nature of the transaction and the
participating entities (Schneider, 2007). The four main categories that have been
identified are:

2.2.3.1 Business to Consumer (B2C)

In earlier works, B2C was seen as a commercial activity between businesses and
consumers more precisely, the use of e-business to enable customer information
interaction, personal finance management, purchasing products and the dissemination of

after sales information (Rayport and Jaworski, 2001).

Electronic business between companies and consumers is a growing and highly
publicized category of e-business (Van Slyke and Belanger, 2003).

Hundreds of thousands of items are available on the Web from numerous vendors. This
study focuses on sales in the service industry as one of the categories of B2C in SMEs.
This focus on SMEs was because they play a key role in successful economic growth
worldwide, no less so in Jordan than elsewhere. This importance is underscored by the
observation that SMEs actually account for the majority of enterprise activity in many
countries; the special emphasis on supporting and strengthening a country’s SMEs

through a variety of support institutions and programmes is almost universal.

2.2.3.2 Business to Business (B2B)

B2B entails commercial activity between two or more organizations, or the use of the
internet to facilitate payment, inventory and distribution management. (Dou and Chou,
2002; Turban et al, 2006; Chaffey, 2007). The B2B sector provides the greatest
opportunity for exploitation, especially in the supply chain where B2B activity is

concentrated.
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2.2.3.3 Consumer to Consumer (C2C): C2C is a direct relationship between
consumers; they can interact with each other and sell and buy many items; such
aggregates of individual transactions on the same website can result in an agglomeration
of consumers who constitute a buyer group when dealing with businesses (Rayport and
Jaworski, 2001). eBay is one of the most well-known examples of sites that bring

buyers and sellers together (Chaffey, 2007; Laudon and Traver,2008).

2.2.2.4 Consumer to Business (C2B)

C2B is individuals transacting directly with companies; these transactions require
specific services such as LetsBuyit.com and Priceline.com (Turban et al, 2006). B2B
and B2C form the largest components of e-commerce and have been growing rapidly in
the last few years (Turban et al 2006; Chaffey, 2007; Schneider, 2007).

For convenience, a summary of the various business types is presented in Table 2.1.

This study is concerned primarily with the first kind of e-business B2C. Using a six-
stage model as a framework, it examines e-business in Jordan in terms of the
developmental stages reached. The following section discusses the literature on these
stages and their models. It then suggests a choice of model to characterize the standard

features of each stage.
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e Provides customers with interactive . Ivncreas’es”transa;ctions l;étween
information individual consumers

e  Provides personal finance management ¢ Increases buying and selling between

o  Allows customers to purchase products consumers
and services o Allows individual consumers to

e Provides customers with powerful web conduct transactions with others on
searching facilities the website

e Increase the transaction of information e  Allows for consumers to

e Improve communication between communicate directly with
organizations ‘ organizations

e Improve the supply of products and e Allows consumers to request specific
services directly to individual businesses services or products directly from
and suppliers organizations

o  Enhance transactions between suppliers e Reduces the time taken by
and commercial purchasers transactions between consumers and

organizations

Table 2.1: Summary of e-businesses categories

2.2.4 Stages of e-business development

The previous section described the various kinds of e-business. The present one focuses
on what are called “e-business stage models”. These models help develop an
understanding of the various processes used to improve the development of e-business.

Different models have emerged to describe these “stages” that SMEs go through when
27



they implement e-business. According to Mendo and Fitzgerald (2005), the stages of e-
business are one of the most common approaches used to explain the evolution and

development of e-business technologies by SMEs.

Mendo and Fitzgerald (2005) have already pointed out that the adoption of e-business
among organisations follows an ordered series of levels known as "level of growth
models" or "adoption ladders". Researchers suggest that businesses move up through
these levels, from the basic use of the Internet as an email or marketing tool to a more
complicated deployment that integrates business systems and redesigns business
processes (M;rtin 2005; Xu et al 2007). This stage theory has been widely used as a
way of examining the adoption and progression of various aspects of e-business in
organizations. The literature contains conceptual models describing the stages involved
in the development of e-business systems (Burgess and Cooper, 1998; Earl, 2000,
Daniel 2002; Teo and Pian 2004a). There have also been a number of papers that seek
to identify and describe the increasingly sophisticated phases that SMEs move through
with respect to their use of internet technologies (Daniel 2002; Huizingh 2002; Lawson
et al, 2003; Teo and Pian 2004a) For example, Cockburn and Wilson (1996) were
among the earliest researchers to point out that the adoption of internet technologies
among organizations takes place in a cycle of stages. These stages encompass the use of
general information through to the full adoption of e-commerce, with comprising
complete transactions. Similarly, Burgess and Cooper (1998) categorize the adoption of
e-commerce into three stages, ranging from'promotion of products and services to full
processing.

Earl's (2000) more recent model is a more intensive breakdown of the subject into six
evolutionary stages of e-business, from Stage One (external communication) to Stage

Six (transformation). Daniel et al (2002) classifies the adoption of e-commerce into a
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four-stage model of intranet growth, ranging from developers to transaction. For Teo

and Pian (2004a) the adoption of e-commerce consists of five steps, beginning with the

use of email only and finishing with the full transformation of the business). The
literature also describes a parallel development of several stages of growth models
seeking to specify the phases that companies had moved through in their use of Internet
technologies (Windrum and Berranger, 2002; Kartiwi 2006; Xu et al 2007)

The literature also categorises the stages in which e-commerce is adopted as related to types
of connectivity such as internet access, type of internet use or web technologies. For
example, Parish et al (2002) in an early UK study of the stages by which e-commerce is
adopted emphasise that such implementation refers to the setting up of web sites include
email, online marketing, online ordering and online payment, before progressing to online
sales service.

This stage is a major focus for this research, and Chapter 4’s examination of the
research framework returns to it in greater depth.

The next section draws on the overview and the definition of SMEs.

2.3 Overview of SMEs

SMEs are considered as major economic players and a powerful source of national,
regional and local economic growth (Ramdani et al, 2009). They have a huge impact on
economic growth in all countries, being in fact regarded as cornerstones of the economy
(OCED, 2004; Trumbach et al, 2006).

A country’s economic growth is very much dependent on the development of SMEs.
For example, in a study conducted in Indonesia by Kartiwi (2006), it was found that
there are approximately 40 million SMEs, constituting around 99 per cent of the total
number of business enterprises. Furthermore, Al nsour et al (2007), points out that

SMEs make up over 99 per cent of businesses in the Jordanian economy. This is equally
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true in many other countries. SMEs in the United States represent over 98 per cent of
businesses there (Brown and Lockett, 2004).

As well as being critical to national economies worldwide, many countries have
recognized the necessity of studying as well as supporting their SMEs (Hourali et al
2008). SMEs are generally considered to be more flexible in providing services and cost
effective products than are large organizations. Their structures and their managers are
more able to accept new models of doing business, characteristics that make them ideal
candidates for adoption of e-commerce. In this context, MacGregor and Vrazalic (2008)
recognize that SMEs are not simply scaled down versions of large organisations, but
that they have their own unique characteristics, which can lead either to improved
competitiveness or inhibited growth depending on how they are managed.

SMEs could be led to adopt e-business by customer demand, competitive pressure,
reduced costs, increased sales, government initiatives, expanded markets or any one of a
number of other agents. Research indicates that SMEs have been generally slow to
adopt e-business (OECD, 2004; MacGregor & Vrazalic, 2006; Pavice et al, 2007),
doubtless because of the barriers impeding such adoption, which include limited

financial resources and staff skills.

The next section will provide some definitions of SMEs as found in previous studies,

followed by a discussion of their role, importance and characteristics.

2.3.1 The definition of SME

There is no single, universally accepted definition. In spite of the features shared by
SMEs worldwide, neither researchers nor governments use common definitions for
classifying their SME sectors. The problem resides in arriving at a suitable set of criteria

that can be used in any definition. “Small” and “medium” are relative terms, varying
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from country to country, and even due to their different characteristics within sectors
and economies from sector to sector within a country. These differences have led to
major variations in size-based definitions of SMEs. For example, maximum cut points
in terms of numbers of employees have historically ranged from 10 to 500 and even

1000.

The size of an SMEs can be defined in many ways, some of which are based on
quantitative measures, such as a number of employees and turnover, while others are
qualitative. Meredith (1994) suggests that any description or definitions must include a
quantitative component that takes into account staff levels, turnover and assets together
with financial and non-financial measures. Other definitions must include a qualitative
component that reflects how the business is organized and how it is operated. These
suggestions can also be found in more recent studies by MacGregor and Vrazalic (2006)
and Hourali et al (2008). Bose and Sugumaran (2009) define SMEs as non-subsidiary,

independent firms employing less than a set number of employees.

Different countries use various parameters for defining SMEs, such as the number of
persons employed, the amount of capital invested, the level of turnover or the nature of
the business (Kapurubandara and Lawson, 2007; Ayyagari et al, 2007). Indeed, there are
many definitions in each country, due to the diverse characteristics of SMEs in each
sector and in each economy (Hallberg, 2000). Curran and Blackburn (2001) point to
those SMEs one SMEs that operates in industry, retail, banking and finance that
perform in each economic sector. Harvie and Lee (2002) likewise emphasise that no
standardized definitions can be applied to all SMEs.

SMEs can be defined quantitatively, classifying them according to their number of

employees, capital, assets and turnover, and qualitatively (mainly according to the
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managerial, behavioural and attitudinal features that distinguish small organizations
from large ones) (Curran and Blackburn 2001).

The next section discusses both of these classes of definition.

2.3.1.1 Quantitative definitions

When classifying SMEs quantitatively, researchers use various criteria depending on
their countries. The most common measures are the number of employees and the
turnover (Harvie and Lee, 2002; Ayyagari et al., 2007), although others use capital
value, turnover, labour intensity, sales, production capability or financial turnover
(Kendall et al, 2001; Harvie and Lee, 2002; Shakir and Viehland 2004; Ayyagari et al
2007). For example, Shakir and Viehland (2004) draw the distinction between SMEs

and large companies by revenue rather than the number of employees.

Among other things, definitions of SMEs can depend on the number of employees, the
value of paid up capital, or a combination of both of these. The employee number
benchmark has several advantages: it makes it a simple matter to compare organizations
in different sectors and countries, and it is also a stable yardstick since it has no direct,
automatic relation to variations in prices, such as movements in exchange rates or
inflation. It is also relatively easy to gather data for this measure (Al-Mahrougq, 2003).
Ajlouni, (2006).maintains that the most widely used measure to define SMEs is the
number of employees this despite the wide variety of bases for definition in many
countries. For example, Beck et al (2005) identify SMEs as those enterprises having
fewer than 500 employees, while for Kotelnikov (2007) the equivalent number is 250. It
may be more suitable to define organization size by the number of employees in some
sectors, while turnover would be more appropriate for others. However, governments
across the world most commonly measure organization size according to numbers of
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full-time employees or their equivalents. Some other countries base their definitions of
organizational size on economic factors. In Italy and France an organization is small or
medium if it employs less than 500 employees, in Sweden less than 200, in Australia
less than 99 and in Denmark less than 50 (Al-Mahrougq, 2003).
In the UK, SMEs are usually considered to include organizations with fewer than 250
employees (Ahmad, 2009). For example, the Department of Trade and Industry (DTI)
defines three groups of SMEs:

e Micro SMEs from 0-9 employees

e Small SMEs from 10-49 employees

e Medium SMEs from 50-249 employees

The European Commission revised its definition of SMEs in the new SME definition
(2005), taking into account economic developments since 1996 and the application of
the definition. This was an attempt to make sure that organizations that were part of
larger groupings did not benefit from SME support schemes. An increase in the
financial upper limit was also designed to avoid penalizing organizations that invest,
though this is unlikely to significantly increase the number of SMEs. The European

Commission set the following criteria:

e Micro Enterprise: fewer than 10 employees and/or annual turnover and balance
sheet of €2 million or less

e Small Enterprises: fewer than 50 employees and/or annual turnover and
balance sheet of €10 million or less

e Medium Enterprises: fewer than 250 employees and/or annual turnover and
balance sheet of €50 million or less. The UK adopted a similar definition. The

standard of fewer than 50 employees and not being a subsidiary of any other
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company was laid out in the UK Companies Act (Ahmad, 2009). This UK definition is
the same as the Jordanian one of fewer than 50 employees in small and fewer than 250
in medium companies. In Singapore, SMEs are defined as those with fewer than 100

employees and turnovers of less than § 15 million (Kendall et al, 2001).

Other places use other definitions. This section looks at those definitions that are
comparable to Jordan’s. In particular, it looks at Malaysia, Turkey and Pakistan, on each
of which there have been a number of studies. Osman and Hassan, (2002) states that
SMEs in Malaysia are those that have fewer than 250 employees. In Turkey, SMEs are
defined using quantitative measures, as organizations with 10 to 200 employees. These
companies represent 99.5 per cent of manufacturing industries, 61.4 per cent of total
employees and have a value add of 29.1 per cent (Altintas et al., 2007). By contrast, in
Pakistan there is no single official definition; the definitions that are used differ among
sectors. SMEs in the manufacturing sector, for example, have more than 250 employees
with turnovers of more than $4 million, while those in the service sector have the same

amount of turnover but fewer than 250 employees (Ahmad and Zink, 2009).

In Jordan, definitions of SMEs are no less varied than elsewhere. This applies to various
government agencies and institutions as much as to the private sector (Al- Homsi,
2001). He also states that organizations in Jordan have used their own definitions,
mainly based on the number of employees.

The central government’s Department of Statistics (DOS, 2004), for example, defines
SMEs for all sectors according to the number of employees.

It distinguishes between firms as follows: a firm employing one to four workers is a
Micro-enterprise, five to 49 is a small firm and 50 to 99 is a medium firm; large firms

employ more than 100 workers. The Amman Champers of industry identifies small
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organizations as those with fewer than 10 employees and medium ones as those
between 10 and 99. Euro Jordanian Action for the Development of Enterprise (EJADA)
defines SMEs as organizations with five to 250 employees. The Ministry of Trade and
Industry classifies enterprises according to the number of employees as follows (MOT],
2006):

1. Small enterprises: those with between 10 and 50 employees

2. Medium enterprises: those with between 50 and 249 employees

3. Large enterprises: those with more than 250 employees
In this study the definition of small and medium-sized enterprises used by the Ministry

of Trade and Industry in Jordan —i.e. “10-250 employees” is used.

2.3.1.2 Qualitative definitions

The qualitative criterion of not being publicly accountable may therefore frequently
define them (Rakowski, N, 2006). Research indicates that many qualitative measures
are used to define SMEs. According to an early report by Bolton (1971), qualitative
measures are important and cannot be ignored. It suggests qualitative definitions for
SMEs, as they usually have a small market share while management is personalized,
being by owners or part owners; they are independent in the sense that they do not form
part of larger enterprises, and their owners are free from outside control in making their
principal decisions (cited by Krake, 2005).

Sweeney (2007) defines SMEs according to qualitative characteristics: for him, they are
organizations operated and managed by owner managers. Kuratko and Hodgetts (2001)
state that the US defines a small business as one independently owned and operated, and
not dominant in its field of operation. From previous studies, we find that there is now a

clear international framework for defining SMEs. All countries have their own social
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and cultural conditions. This research adopts the definitions of the Jordanian Ministry of
Trade and Industry, which is based on numbers of employees.
For convenience, a summary of the various quantitative definition is presented in Table

2.2:

European Commission | Micro: less than 9 employees

(1996) Small: less than 40 employees
Medium: less than 250 employees

UK -DTI Micro: less than 9 employees
Small: less than 40 employees

Medium: less than 250 employees

Osman and Hassan, | SMEs: less than 250 employees
(2002)Malaysia

Altintas et al., (2007)
Turkey SMEs: more than 10 and less than 200 employees

Ahmad and Zink, | SMEs in manufacturing sectors: More than 250
2009).Pakistan employees, with turnovers of more than US$4
million

SMEs in service sectors:

Fewer than 250 employees with more than US$4
million turnover

Jordan MTI (2006) adapted | Micro: fewer than 10 employees

for the study Small: fewer than 50 employees

Medium: fewer than 250 employees

Amman  Champers  of | Small: fewer than 10 employees

industry Medium: fewer than 100 employees
Jordan
EU (EJADA) Jordan SMESs: more 5 and less than 250 employees
Kendall, 2001 SME less than 100 employees with less than 15
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Singapore million turnover

Beck et al, (2005) SMEs less than 500 employees
Kotelnikov (2007) SMEs less than 250 employees

Table 2.2: Comparison of definitions of SMEs in different countries

2.3.2 The importance of SMEs

The importance of SMEs to national economies has been widely recognized (Egbtokun,
2009). Research argue SMEs create jobs increase wealth and incomes within their host
domains and promote industrial and economic development through the utilisation of
local resources. Engsbo et al., (2001) enumerates the attractions of SMEs in the current
climate of financial downturn: he says they contribute to economic growth, social
structure, employment, and regional and local development, and that consequently they
have become an important sector of the economy. The development of SMEs has long
been regarded as crucial for the achievement of broader developmental objectives,
including economic development, employment growth, innovation and technélogical
advancement and revenue generation ( Zou and Stan, 1998; Robertson, 2003; Westhead
and Storey 2009). SMEs generally constitute the greatest number of organizations in
many countries and world economies (Reijonen and Komppula, 2007). In addition, they
are considered to bring improvements to the economy, to operate as catalysts in society
and to strengthen the industrial base in both developing and developed countries

(Kazem and Heijden, 2006; Reijonen and Komppula, 2007).

Their contributions to employment and their country’s GDP are significant. For
instance, more than 140 million SMEs in 130 countries employ approximately 65

percent of the total labour force. It is also claimed that SMEs play an important role in
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creating employment opportunities by creating approximately 60 per cent of the total
global workforce (Kotelnikov 2007).

SMEs are vital not only for economic growth but also for national economies and the
implications of this for society.

Mahdi and Osman (1998) and Arinaitwe (2006) both recognize that in the last three
decades a large number of developing countries have realized the importance of
developing their SMEs as a way of achieving several goals. These include, among other
things, provision of work opportunities, alleviation of poverty, increase in the GDP,
generation of employment, creation of a much needed feeder industry for larger
enterprises, and contribution to the export sector. Ibbotson and Moran (2005) argue that
since SMEs play an increasingly important role in a country’s economy, the wellbeing

of these firms is a prerequisite for national success.

The OECD (2004) report estimates that over 95 per cent of enterprises in the OECD
area are SMEs, which account for 60-70 per cent of jobs in most countries. They are the
source of most new jobs and make significant contributions to innovation and
employment in the high-technology sphere. Duarte (2004) argues that SMEs are very
important becausé they are defined as the engine of economic growth, but more so

because they form the greatest share of national economic activity.

Moreover, SMEs employ more than 70 million in the EU, a full two thirds of all EU
employment (Watson, 2001). SMEs predominate in the service sector but also account
for a high percentage of manufacturing organizations. SMEs account for at least half of
OECD manufacturing employment, and on average organizations with less than 50
employees account for 20 per cent of OECD manufacturing output (OECD, 2002). In

the UK there are approximately 3.7 million businesses of which 99 per cent have fewer
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than 50 employees. This constitutes about 46 per cent of non-government employment
and 42 per cent of non-government turnover (OECD, 2002). Abdullah (2000) maintains
that in Malaysia, Indonesia, Singapore, Taiwan and South Korea, there are 40 million
SMEs, accounting for 90 percent of all enterprises. These SMEs employ between 32 to
84 percent of the work force depending on the country, and contribute between 30 to 60
per cent of national GDP. In the Indonesia there are approximately account 99% of the

total number of business enterprises (Macgragor and Kartiwi 2010).

In fact, most countries recognise the importance of SMEs. As can be seen from the
previous discussion, their importance is evident in their share of organizations (whether
by number or by turnover) and GDP, as well as their major role in dealing with
problems of poverty and unemployment. According to JLGC, a report by the Jordan
Loan Guarantee Corporation, around 80 per cent of the labour force in the private sector
is employed by SMEs, and around 30 percent of the total output is produced by them

(JLGC, 2000).

Ajlouni (2006) argues in her study that the SME sector is vital for the development of
Jordan's economy in terms of employment and innovation. She states that SMEs are the
engines of the economy, since a large proportion of Jordanian commercial activity is
carried out by them. She points to Jordan’s relatively small economy and marketplace
as magnifying this effect. SMEs in Jordan can also contribute to the economy by
decreasing the level of poverty and unemployment, by creating a variety of job
opportunities, and by generating income for their employees.

The development of SMEs has been one of the major elements of Jordan's economic
development strategy since the country’s independence. The SMEs sector occupies a

place of strategic importance in the Jordanian economic structure due to its considerable
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considerable contributions in terms of output and employment (Lozi, 2008).

2.3.3 The characteristics of SMEs

Many studies have attempted to define the characteristics of SMEs. Their strengths and
weaknesses differ markedly from those of large organizations, which is why all of this
research recognises that the processes and techniques that have been successfully
applied in the latter will not necessarily produce similar outcomes when implemented in
the former.

Auger and Gallaigher (1997) consider that SMEs’ specific attributes distinguish them
from large organizations, a distinction most often noted in studies of information
systems usage. It is argued that SMEs differ from large organizations in the way they
develop their corporate strategies and their technological policies. Large organizations
typically have well defined processes for developing and implementing strategies
through a corporate planning process, while SMEs often adopt less structured
approaches, strategies and policies that may evolve through practice rather than being
formally codified. Other researchers suggest that the key factor in SMEs’ adoption of e-
commerce is business size (i.e. number of employees) (Fallon and Moran, 2000;
MacGregor and Vrazalic, 2008). Early studies by Fallon and Moran (2000) and Martin
and Matlay (2001) have found significant links between SMEs’ sizes (defined in terms
of number of employees) and the intensity with which they adopt e-commerce. Both
researchers suggest that the outcomes would not have been affected by geographic
spread or market focus; rather, service organizations were more willing to implement e-
commerce than other sectors.

Zhu et al (2003) consider that the relationship of size to the readiness to adopt e-
commerce is due to four factors. SMEs are less likely to achieve economies of scale,

which is an important concern due to the substantial investment required for e-business
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projects; they tend to have fewer disposable resources that would facilitate adoption;
they are less capable of sustaining the high levels of risk associated with the early stages
of investment in e-business; and they lack the necessary market power to influence

trading partners to adopt the e-commerce technology.

Tan et al (2007) emphasise that organizational size is one of the most important factors
in the adoption of e-commerce. These studies show that size is a major factor
distinguishing SMEs from other types of organization. Stockdale and Standing (2006)
point out that their relatively small size enables SMEs to be more adaptable and
responsive to changing conditions than large organisations, and to benefit from the
speed and flexibility that the electronic environment offers. However, it must be noticed
that the process of adoption within an organization should accord with its size. For
example, Powell, et al (2006) finds that "Size is seen as a significant factor in SMEs
adoption of internet technology”. These early suggestions have been supported by more
recent studies, among them MacGregor and Vrazalic (2008), who emphasise SMESs’
uniqueness: they are distinguished from their larger counterparts by several
characterises, particularly organizational resources, size and management and
ownership structure.

SMEs have fewer resources for the adoption of e-business than to large organizations.
They are more vulnerable because of their lack of financial and human resources (Auger
and Gallaugher, 1997). SMEs generally have limited business choices, focusing mostly
on their core businesses and skills. Limited financial resources limit investment in
technology, the number of expert and skilled staff and the funds available for training
(Gilmore et al, 2001). More recent studies such as OECD (2004) and Kartiwi (2006)
suggest that lack of finance due to a focus on the needs of the moment at the expense of

long-term planning is frequently an important factor limiting the growth of SMEs.
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A number of recent studies have suggested that SMEs suffered from a lack of technical
expertise (Barry and Milner, 2002; Rao et al, 2003; Kartiwi, 2006). A study conducted
by Stansfield and Grant (2003) points to the weight of evidence that a lack of
knowledge and skills are factors inhibiting SMEs from adopting e-commerce. OECD
(2004) and Bose and Sugumaran (2009) expand on this: the skills base of SMEs is
generally related to production, marketing, finance and accounting, and such IT
knowledge they possess is centred around their conduct of normal business and the
adoption of new business strategies. Barry and Milner (2002) suggest that SMEs have
unique characteristics including a lack of technical and technological expertise and an
insufficiency in human resources by which they can expand technology and undertake

technical improvement.

On the other hand, a widely recognized advantage of SMEs over large organizations is
the nature of their managerial decision making. Researchers have found that decisions
for adoption of e-commerce are usually made by owners or managers (Gilmore et al

2001, Kapurubandara and Lawson 2006; Scupola 2009; Ramdani et al 2009).

A study by Lefebvre et al, (1997) finds that the implementation of technology strategies
in SMEs was strongly influenced by the owner/managers perception of their
environments. Levy and Powell, (2005) highlight the critical role of the owner/manager
in making this decision. Clearly, owner/managers play a dominant role in SMEs and are

critical contributors to their strategies and policies.

Researchers also stress that SMEs are more flexible and entrepreneurial than large
organizations, with a better capacity to respond to changing customer demand and to

adopt different forms of work organization and new technologies (Al-Qirim and Corbitt
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2001; Stockdale and Standing, 2006; Feltham et al 2005). A more recent study by
Chong and Prevan (2007) also emphasises this flexibility; SMEs can rapidly adapt
themselves to challenges by adopting new strategies and technologies. This flexibility is
made possible by the simplicity and informality of their internal structures (Stockdale
and Standing, 2006). They are generally less formal in their organisational and
managerial practices, and their IT capabilities and expertise are usually less
sophisticated than those of larger organizations. Their methods of communication tend
to be less formal, their modes of operation less bureaucratic and their functional
divisions less rigid.

Other studies focus on different characteristics, such as a business’s age (Gilmore et al,
2001; Fallon and Moran 2000; Reo et al, 2003), its sector (Martin and Mataly, 2001;
Rao et al, 2003) and its market share (Hadjimonolis, 1999; Quayle, 2002; MacGregor
and Vrazalic, 2006).

For convenience, the characteristics shown in these studies are summarized in Table

2.3.
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Damanpour, 1991; Rogers 1995; Auger and
Gallaigher 1997; Martin and Matlay 2001; Fallon and
Moran 2000; Zhu et al 2002; Stockdale and Standing
2006; Powell et al 2006; Tan et al 2007; Xu et al
2007; MacGregor and Vrazalic 2008

Business size

Gilmore et al 2001; Fallon and Moran 2000; Rao et al
Business age 2003

] Martin and Mataly 2001; Rao et al 2003
Business sector

Abell and Lim 1996; Auger and Gallaugher 1997;
Limited resources Gilmore et al 2001; OECD 2004; Kartiwi 2006

Gilmore et al 2001; Barry and Milner 2002; Stansfield
Lack of technical and Grant 2003; Rao et al 2003; OECD 2004; Bose

expertise and Sugumaran 2009; Kartiwi 2006
Owner/Top Gilmore et al 2001; Levy et al 2002; Feltham and
Management Barnett 2005; Kapurubandara and Lawson 2006;
influence Ramdani et al 2009

Hadjimonolis 1999; Quayle 2002; MacGregor and

Market share Vrazalic 2006

| Al-Qirim and Corbitt 2001; Stockdale and Standing
2006; Feltham et al 2005; Sanchez and Marin 2005;
Chong and Prevan 2007; MacGregor and Vrazalic
2008

Table 2.3 Characteristics of SMEs

Flexibility

2.4 SMEs and e-business

Development of the internet to pave the way for SMEs to implement e-business using
less expensive options than such traditional value-added networks such as EDI is
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intensive (Ratnasingam, 2000). MacGregor and Vrazalic, (2008) argue that the use of e-
business by SMEs is not a recent phenomenon indeed; they are typically regarded as
innovators.

The growth of e-business and the move towards e-government in many parts of the
world are driving those SMEs that are suppliers to large organizations and government
to use the internet (Drew, 2003). As a result, SMEs are emerging as significant internet
users, and like their large counterparts are increasingly adopting e-commerce (Drew,

2003).

Previous studies have suggested that they are at their early stages of adoption (Poon and
Swatman, 1998; Poon, 2002; Mehrtens et al, 2001; Drew, 2003; Taylor et al, 2004;
Stockdale and Standing, 2006; Levy and Powell, 2005; Mendo and Fitzgerald 2005;
Pavic et al, 2007; Erikson et al, 2008; Eshun et al, 2009; Hunaiti et al, 2009). According
to these commentators, in these early stages of implementation SMEs adopt e-
commerce mainly for information and communication purposes. For example, Poon
(2002) argues that SMEs’ adoption of internet commerce is still slow, and that many
SMEs are not realizing short-term benefits from this method of transaction. Surveys
conducted in the UK and other parts of the world have indicated that e-business uptake
among SMEs has been slow (Taylor et al, 2004).

Mendo and Fitzgerald (2005) emphasise that the number of SMEs in the advanced
stages of e-business is very low compared with larger companies.

This finding has been more recently supported by Pavic et al (2007): of UK (SMEs),
who found that the adoption of e-business as the basis for business communication and
transaction in SMEs is still sluggish. This slow rate has been attributed to the various
barriers or impediments faced by these organizations, which in turn is mainly due to the

low level of diffusion if information and communication technology, especially in a
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developing economy that limits the level of awareness of e-commerce (Molla and
Licker., 2005). The majority of SMEs have access to the internet but they do not use it
for e-business applications. Some 40 per cent of SMEs do not have websites, and the
majority do not use the internet, extranets, online purchasing or e-government services

(Chaffey, 2007).

Several studies have been carried out to examine the relationship between SMEs and e-
commerce, and the opportunities created by the adoption of e-business by SMEs. Poon
and Swatman (1999) assumed that there would be no integration until significant
benefits could be demonstrated or turnkey solutions become more affordable. SMEs
have recognized the positive effect that the Internet and e-business can have on their
operations, benefits that include business applications using computer terminals, email
and the Internet (OECD, 2004; Erikson et al, 2008). Porter (2001) demonstrates that
SMEs have been known to adopt new technologies as soon as they are available.
Internet technologies help businesses establish distinctive strategic positions to a much
greater extent than allowed by previous technologies. Drew (2003) indicates that early
use of e-commerce was mainly driven by a combination of management enthusiasm and
the need for improved communication.

In spite of the widespread acceptance of e-business adoption in large organizations, the

extent of e-business usage varies widely between SMEs.

There is evidence showing they are indeed utilising e-business, but not to its full
potential (Peet et al, 2002; Kula and Tatoglu, 2003; Eshun et al, 2009; Hunaiti et al,
2009). E-business in SMEs is currently a real growth area, which is why it makes a real
contribution to the economy (Lee and Cheung, 2004). More recently, MacGregor and

Vrazalic, (2006) show that e-commerce technology has the potential to become a major
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source of competitive advantage to small business because it is a cost effective way of
reaching customers around the world, as well as being a means of competing on equal
terms with larger counterparts. Sanchez et al., (2007) note that e-business has great
potential for developing SMEs through more effective use and better integration of e-
business processes, while assisting them to make more efficient decisions relevant to
their performance. E-business can in fact generate a step change in SMEs and make

them more competitive, innovative and able to generate growth.

E-business has provided a unique opportunity for SMEs to be more competitive, and to
do business in a global environment (Beheshti and Sangari., 2007). It is also suggested
that there has been rapid growth in the use and adoption of e-business by SMEs. This
new business technology also presents the opportunity for new ways to do business,
giving rise to a new, and more flexible type of SME that is more successful in doing
business.

In developing countries there is, however, a lack of empirical evidence regarding the
adoption and use of e-business in organizations, and in particular in SMEs. Neither has
previous research sufficiently explained the stages by which e-business matures, nor the
factors’ influencing it’s among SMEs, particularly in the communicatiqn sector. Its
impact on SMEs in developing coﬁntries is similarly under researched.

This literature review examines both enablers and barriers associated with the adoption
of e-business by SMEs, as shown in Fig.2.1 This study groups the key enablers of e-
business adoption under the headings of “market enablers”, “external enablers” and
“organizational enablers”. Similarly, key barriers are categorised under the headings of

“technological barriers”, ‘“organizational barriers” and external barriers”, as

explained in subsequent sections.

47



Figure 2.1 Enablers of and barriers to e-business adoption

In order to identify various factors perceived to be associated with e-business adoption
by organizations, and in particular SMEs, a review of the related e-business studies has

been conducted and the various factors involved have been categorised accordingly.

2.4.1 Enablers of e-business adoption

In order to reap the full benefits of e-business implementation, businesses must identify
and evaluate a variety of enablers affecting the adoption and use of e-business in SMEs.
Chaffey (2007) states that enablers for the adoption of e-business are the main

motivation for such adoption.

Abell and Lim (1996) emphasise the main enablers: reduced costs, revenue growth,
enhanced customer services, enhanced lead times and improvement in sales. These were

the major criteria for the adoption of e-business, to which external technical support was
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regarded as being very important. In an early study carried out on 146 SMEs by Poon
and Swarman (1999), respondents listed five enablers of e-business adoption: new
methods of direct or indirect marketing, strengthening of relationships with business
partners, the ability to reach new customers, enhancement of customer services and the
reduction of communication costs. These suggestions have been supported by more
recent studies (Reimenschneider and Mykytyn, 2000; Raymond, 2001; Levy and
Powell, 2005; Ramsey and McCole, 2005; Bharadwaj and Soni, 2007; Chong and
Pervan, 2007). | |

This study groups key enablers of e-business adoption under “market enablers”,
“external enablers” and “organizational enablers”. Market enablers include the ability
to reach new customers, the enhancement of customer relations, branching out into new
business areas and the enhancement of customer services. External enablers include
customer demand, supplier requests, competitive pressure and government incentives,
and among organizational enablers are cost reduction, management support and
enhanced revenues. This categorisation of enablers helps to better understand their
nature as well as facilitating exploration of their relationship with the adoption of e-
business by SMEs. The following section extensively reviews the literature discussing

each enabler.

2.4.1.1 Market enablers

Many studies of e-business have attempted to examine the association between enablers
and the adoption of e-business. Market enablers include the reaching of new customers,
the enhancement of customer service, the ability to enter new business areas and
markets, and the enhancement of customer/supplier relationships. These enablers were
identified by Poon and Swatman (1999), Auger and Gallaaugher (1997), Levy and
Powell, (2005), Keoy et al (2006), Al-Qirim (2007b), Chong and Pervan (2007) and

49



P Y SR W WS R Ww W W W e - &

Ashrafi and Murtaza (2008) as key elements in the adoption of e-business by
organizations.

Entering new markets and business areas are equally important (Jennex et al, 2004).
Keoy et als’ (2006) study of e-business adoption in Malaysia and the UK finds that
entering new business areas and markets are crucial enablers for both countries. The
results of a study conducted by Chaston and Mangles (2002) indicate that SMEs move
to the use of e-business are driven by new marketing activities, with the adoption of
innovative approaches to ensure ongoing provision of new products or services as

online market offerings.

Simpson and Docherty (2004) point out that the most cited reasons for e-business
adoption tend to be the desire to reap the benefits of entering new markets.

The enhancement of customer services is another motivation for developing and
implementing e-business (Ramsey and McCole, 2005; Chong and Pervan, 2007,
Harindranath et al, 2008 Ashrafi and Murtaza, 2008). Daniel et al, (2002) highlight the
enhancement of customer relationships (for example, brand development) and the
seeking out of, and the facilitation of exchanges with, new customers as being the main
enablers for SMEs’ adoption of e-business. An early study by Auger and Gallaugher
(1997) identifies the main requirement for the adoption of e-business is organizations’
enhancement and improvement of customer services, particularly for SMEs.

Simpson and Docherty (2004) and Ashrafi and Murtaza (2008) consider the
enhancement of customer relationships, for example as a potential enabler stimulating
the adoption of e-business. Ramsey and McCole (2005) likewise acknowledge that this
is the most significant factor affecting an SME’s decision to adopt e-business.

Another important element of successful implementation of e-business, one that is much

cited in the literature, is the ability to reach new customers (Levy and Powell, 2005).
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According to Abell and Lim (1996) and Poon and Swatman (1999), this ability is the

main motivation for the adoption and implementation of e-business by SMEs. In fact,
"reach new customers" was found to be one of the major motivators in this regard in
studies by Bose and Sugunaran (2009), Qualye (2002) and Grandon and Pearson

(2004).

An OECD report (2004) acknowledges that the adoption of e-commerce by SMEs can
allow them to reach a wider and possibility more targeted range of customers, locally
and globally, in B2C or transactions. Sutanonpaiboon and Pearson (2006) recognize the
opportunity e-commerce provides SMEs of reaching new customers, as well as the fact

that this is one of the key components of the perceived strategic value of e-commerce.

However, e-commerce can give small firms a similar potential to large ones for reaching
customers in every country in the world Schneider (2007). Chaffey (2007) declares that

such adoption provides both sellers and buyers with many advantages by decreasing the |
cost and the duration of their daily transactions. With minimal capital expenditure,v a
company using e-commerce can easily and quickly locate more customers and allow

them more accessibility and convenience for shopping (Turban et al, 2006).

2.4.1.2 External enablers

Many researchers and studies have addressed the external enablers associated with e-
business adoption among SMEs in developed and developing countries (Windrum and
Berranger, 2003). Researchers have identified a number of these factors that influence
e-business adoption, including customer demand, competitive pressure, supplier
requirements and government incentives. The majority of e-business studies suggest
that customer demand and competitor pressure provide the main impetus for the
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adoption of e-commerce. Customer demand is beginning to move organizations in this
direction, particularly those that are preferred suppliers (Poon, 2002). In their study of e-
business adoption by SMEs in Australia, Chong and Pervan (2007) consider that
pressure from trading partners and customers plays a critical role in encouraging the
adoption of e-business by SMEs. They also find that market pressure from both

customers and suppliers is strongly related to the adoption and extent of e-business.

Most studies echo these findings. An important enabler is customer pressure (Poon,
2002; Levy and Powell, 2005). In their study of SMEs, Martin and Matlay (2001)
identify customer and competitive pressures as being of statistical significance for the

adoption of e-business, while for Qualye (2002) the former only is of importance.

Powell et al, (2006) maintain that external pressures include those from customers,
suppliers and employees, all of which push SMEs to adopt e-commerce. They also find
that the development of e-commerce in SMEs is based on customer requirements
through consultation sessions with clients, while the customer is clearly the key factor
as regards adoption (Powell et al, 2006). Many SMEs have invested heavily in EDI, and
their current dilemma is whether to fulfil customer demands and suppliers requests to
move to internet-based e-commerce, particularly in SMEs that are preferred suppliers
(Powell et al 2006). In a more recent study in e-business adoption by Koey et al, (2006)
demands by customers and suppliers are enablers for e-business use in Malaysian and
UK organizations. They also observe for organizations from these same countries that
supplier demand is one of the least significant enablers for the implementation of e-
business implementation. Al-Qirim (2007b) also emphasises that external enablers such
as supplier/buyer pressure, types of products and services and policy makers are the

most important for the adoption of e-business by SMEs.

52



4

Researchers have also identified competitive pressure as a main enabler for e-business
adoption by SMEs (Chong and Pervan, 2007; Ashrafi and Murtaza, 2008). In other
words, competitive pressures provide the main impetus for SMEs to deploy their
existing capabilities. Many organizations believe they would gain a competitive
advantage if they were among the first to implement e-business (Poon 2002; Rao et al
2003; Bidgolo, 2002). In their study of e-commerce adoption and use by SMEs, Wymer
and Regan (2005) consider that competitive pressure is the most important single such
factor. Competitive pressure is an important enabler for e-business use and adoption

(Raymond 2001; Al Qirim 2007b; Ashrafi and Murtaza 2008).

Chong and Pervan (2007) indicate that the emergence of competitive pressure as a key
variable also underscores the need to electronically integrate business operations, both
internally and externally. Competitive pressures apart from compatibility were
significant determinants of e-commerce adoption (Grandon and Pearson, 2004).
However, organizations would respond to competitive pressures regarding the adoption
of e-commerce, these pressures come from the understanding that organizations will

copy or duplicate their competitors’ processes (Teo and Pian, 2003).

Another major external enabler common to many studies was that relating to
government incentives. The role of government is also a powerful institutional driver
affecting innovation, especially as regards resource-poor SMEs. Many governments
have active intervention policies to encourage such moves by SMEs. In the UK, for
example, the government has policy guidelines and websites that provide information
about internet opportunities (Powell et al, 2006). Government initiatives are focused on
promoting the adoption of e-commerce in SMEs (Stockdate and Standing 2004). In

Singapore there are a number of initiatives for SMEs (Kendall et al 2001). Keoy et al
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(2006) emphasise that "Governmental agencies play an important role as the lead-user
of e-business_ if various business and private-sector related activities are to be
encouraged to move online, the electronic government can take the form of various
online transaction such as company requirement, information by websites”.

The government has recognised that the level of adoption of e-commerce by SMEs will
result in minimising the barriers of time and distance between world markets (Al-Qirim
and Corbitt 2001). For example, Ramsey and McCole’s (2005) study of SMEs in New
Zealand indicate that, while government bodies should continue to provide help and
support to those that need it, the responsibility for e-progress does not and should not
solely rest with them. There is some evidence that these initiatives are successful in
encouraging SMEs. Beck et al (2005) show that government contributions are
unimportant in fostering the efficient use of e-commerce by SMEs. Governments in all
countries recognize the benefits of e-commerce for the economy and have begun to
create various funding schemes and initiatives in order to facilitate the adoption of e-

commerce (Macgregor and Vrazalic, 2006).

2.4.1.3 Organizational enablers

Researchers into e-business adoption categorize many related organizational enablers.
The main factors they have identified are management support, enhanced revenues and
reduced costs. Grandon and Pearson (2004) maintain that, in both developed and

developing countries, the main enabler for e-commerce is seen as reduced costs.

The greatest gain that is made possible by using e-business applications is the reduction
of costs (Amit et al, 2002; Levy and Powell, 2005; Ashrafi and Murtaza, 2008). Jennex
et als’ (2004) study of the uptake of e-commerce by SMEs in developing countries

comes to a similar conclusion. Seyal and Rahman (2003), however, cite lower operating
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and transaction costs as one reason for the adoption of the internet by business
organizations. They also suggest that small organizations may adopt e-commerce
because of the availability and decreasing cost of sophisticated hardware and software,
as well as the overall benefits that can be reaped by SMEs. Beck et al (2005) argues that
SMEs’ decisions to adopt e-commerce technology are more dependent on potential cost

reductions and improved supplier-customer coordination than on other enablers.

In a study of e-business adoption by SMEs Wymer & Regan (2005) show that the
reduced costs is the one consistent factor across all organizational types. There are many
examples of reducing costs, including advertising and promotion (Kartiwi, 2006). This
finding has also been reported in more recent studies by Chong and Pervan (2007) and
Harindranath et al (2008), who indicate that the reduction of costs often determine the
nature and extent of e-business. Beheshti and Sangari (2007) also consider that e-
business enables companies to become more efficient by lowering costs. There are in
fact many examples of potential cost reductions and savings. The OECD report of 2004
estimates that transaction costs of between $2.22 and $3.32 can be reduced to $0.65 to
$1.10 — a saving of some 70 per cent.

The adoption of e-business by SMEs is also heavily related on the acceptance of
technology by owner/managers (Al-Qirim, 2007b). Studies have found that the
ownership and decision making power of SMEs is frequently exercised by one or two

people (Cloete et al, 2002).

Management support is important for e-business implementation because it ensures the
availability of adequate resources for this activity (Scupola, 2009). Owner/manager
motivation for such technology has been identified as a major motivator in SMEs’

adoption of e-commerce (Stockdale and Standing 2004). The interest of top
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management or ownership is an important factor in the allocation of resources for the

adoption of e-commerce (Premkumar and Roberts, 1999).

Several studies confirm that the support of top management is the most motivation for
the adoption of e-business by SMEs. Grandom and Pearson (2004) investigate the
factors influencing the adoption of e-commerce and find that the support of top
management in SMEs is a significant factor when implementing such technology.
Indeed, SME owner/managers are often highlighted in the literature as factors
determining the nature and extent of such adoption.

The effect of such support can be undermined by owner/managers’ weak backgrounds
in technology or IT skills, which means that they cannot judge the potential of
technology investment (Harindranath et al, 2008). It is also suggested that most of the
owner/managers are uninformed about the variety of support mechanisms available
through regional and national agencies targeting SMEs.

These studies have also shown that the typically small SME management teams are
usually influenced by the manager/owner's personal preferences. For example, a study
of Danish and Australian companies by Scupola (2009) demonstrates that top
management support and CEO characteristics are the most significant organizational
factors in the adoption and implementation of e-commerce. He also finds that decisions
to adopt e-commerce are made by top management and CEOs of all Danish and

Australian SMEs.

Owner/managers have also been found to be the more important enablers’ for e-
business adoption by many authors (McGowan and Durkin, 2002; Powell et al, 2006).
Managers must see that e-commerce leads to an increase in their job performances

before they decide to support adoption. Most do indeed see that e-commerce is useful to
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their organization and decide to proceed with implementation (Grandon and Pearson,
2004). Previous studies have also poiﬁted out that top management and CEOs are
generally the single deciders when it comes to adopting e-commerce; they do not
generally share information with their employees. Only they identify new opportunities

(Poon and Swatman, 1998; Chau and Turner, 2001).

Another organizational enabler of successful implementation of e-business by SMEs
often cited in the literature is the enhancement of sales and revenues (Abell and Lim,,
1996; Ashrafi and Murtaza, 2008). The improvement in sales is also a powerful driver
affecting the adoption of e-business. In their study, Abell and Lim (1996) consider that
enhanced revenue plays an important role in this respect. The importance of this is that
if organizations do not have a revenue stream related to this new technology, and can
therefore not identify any benefits of implementing it, their interest in it may cease.
Ashrafi and Murtaza’s (2008) study of SMEs in Oman identifies the main enabler for

most organization that had adopted e-business as revenue and sales enhancement.

Generally, this literature shows that there is a wide range of e-business enablers
requiring an equally broad variety of motives such as top management, government
policies and increased sales, all of which are important determinants of the extent and

development of e-business among SMEs.
As these e-business enablers are important for the present research, they will be

revisited in more detail in Chapter 4, on the research framework.

Table 2.4 summarises the external and internal enablers.
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Reach new customers

Abell and Lim, 1996; Poon a;;d Swatman, 1998;
Bose and Sugunaran, 2009; Qualye 2002; Grandon
and Pearson 2004; Levy and Powell 2005; OECD,
2004; Sutanonpaiboon and Pearson, 2006; Turban et
al, 2006

Enhance customer/supplier relation

Ramsey and McCole, 2005; Ashrafi and Murtaza,
2008

Enter new business and Market

Chaston and Mangles, 2002; Simpson and Docherty,
2004; Keoy et al, 2006

Enhance customer service

Auger and Gallaaugher, 1997; Ramsey and McCole,
2005; Ashrafi and Murtaza, 2008

Pressure from Customers

s

Martin and Mataly, 2001; Poon, 2002; Qualye, 2002 ;
Levy and Powell, 2005; Chong and Pervan, 2007,
Powell et al, 2006; Al-Qirim, 2007b

Pressure of competition

Martin and Mataly, 2001; Raymond, 2001; Poon
2002; Rao et al, 2003; Bidgolo, 2002; Teo and Pian,
2003 ; Grandon and Pearson, 2004; Wymer and
Regan, 2005; ; Chong and Pervan, 2007; Al-Qirim,
2007b; Ashrafi and Murtaza, 2008

Government incentives

Kendall et al, 2001; Stockdate and Standing, 2004;
Ramsey and McCole, 2005; Beck et al, 2005; Powell
et al, 2006; Al-Qirim, 2007b; Keoy et al, 2006;
Macgregor and Vrazalic, 2006

Suppliers required

Powell et al, 2006; Koey et al, 2006; AlQirim 2007b
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Reducing Cost Amit et sl, 2002; Grandon and Pearson, 2004; Jennex
et al, 2004; Levy and Powell et al, 2005; Wymer and
Regan, 2005; Seyal and Rahman, 2003; Beck et al,
2005; Kartiwi, 2006; Chong and Pervan, 2007;
Beheshti and Sangari, 2007; Harindranath et al,
2008; Ashrafi and Murtaza, 2008

Management Support Premkumar and Roberts, 1999; Grandom and
Pearson, 2004; Stockdale and Standing, 2004;
Harindranath et al, 2008; Powell et al, 2006; Scupola,
2009

Enhance Revenue Ashrafi and Murtaza, 2008

Table 2.4: E-business enablers by author

2.4.2 Barriers to e-business adoption

Although small businesses have made extensive use of electronic media to provide
opportunities for direct access to international markets and customers, research shows
that it is mostly larger companies that have benefited from such technology (Poon,
2002; Chaffey, 2007; MacGregor and Vrazalic, 2008). Al-Qirim and Corbitt, (2001)
argue that SMEs have been affected negatively as well as positively by their adoption of
e-business. The reasons for this are diverse and have been examined in various studies
of the barriers that hamper SMEs from adopting, and subsequently fully reaping, the

benefits of e-business (Qualye, 2002; MacGregor and Vrazalic, 2008).

There is a great deal of literature in developed countries that investigates the factors
inhibiting adoption of e-commerce in SMEs, and a relative paucity of such studies in
developing nations. The literature on the subject tends to clarify the overall meaning of
these barriers by identifying the various categories that constitute what are known as

barriers or challenges. These studies have looked at “technological barriers”,
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“organizational barriers” and “external barriers”. However, this clarification of these
barriers helps understand them better; there is a need to address the relationship between
them and the adoption of e-business by SMEs. The next section reviews the literature on
each barrier.

2.4.2.1 Technological barriers

Technical barriers can seriously inhibit the implementation and development of e-
business in organizations, particularly in SMEs. Researchers in this field have identified
a variety of related technological barriers, some of the main ones being the cost of
implementation, security and the quality of the Internet (Lawrence 2002; Al-Qirim,
2007b; Sulcic and Lesjak 2010).

Others include concerns regarding e-business and telecommunications infrastructure,
network security, and difficulties in choosing the appropriate hardware and software
(Hadjimanolis 1999 ; OECD 2004; Multua and Brakel 2006; Bose and Sugmaran,
(2009) The lack of secure electronic transaction capability and suitable software
(MacGregor and Vrazalic 2006) and the high cost of implementation, which involves
buying computer hardware and software, as well as website issues ( El-Nawawy and
Ismail 1999; OECD, 2004) have become a major issues for adoption.

Among these technical barriers, the major one is that of security issues (Beynon-Davies
et al, 2003; OECD, 2004; Multua and Brakel 2006; MacGregor and Vrazalic 2006;
Bose and Sugumaran 2009; Jahankhani, 2009). Sengupta et al (2005) acknowledge that
these issues, and especially that of security, are major challenges to the use of e-
commerce by SMEs. The issue of security and privacy are primary concern for business
activities in any sector involved with financial transactions, a consideration that could
hinder the acceptance of electronic banking and payment by businesses and consumers
(Keoy et al, 2006). Doherty and Fulford, (2006) consider that e-commerce faces several

kinds of security issues such as viruses and worms, fraud, hacking and various denial of
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service attacks. A recent study of the adoption of e-commerce by New Zealand SMEs

conducted by Al-Qirim, (2007b) finds that the main inhibitory factors are high cost and
lack of security.

Many people are reluctant to give credit card details over the Internet without any
assurance that details will not be available to others, a concern not without foundation.
For example, For example, Jahankhani (2009) sees electronic payment as the main issue
involved in security, and suggests that sensitivity about both privacy and fraud inhibits
consumers from providing personal information such as credit card details. Security,
protection of card information and firewall security are also of great concern for those
who do use cards for online transactions.

Poon and Chau (2001) consider that smart cards are effective replacements for credit

cards and will reduce fraudulent financial transactions.

An OECD (2004) report numbers among the barriers uncertainties regarding payments
and contracts, and deliveries and guarantees, with a wide variety in the perceptions of
these barriers from country to country. In order to build trust among business partners
and consumers, organizations must overcome these barriers by building reputations as

competent, technology-based e-business service providers (Westland, 2002).

Another technological barrier is the high cost of implementing e-business, involving the
purchasing of hardware and software, the setting up of Internet structures, and
maintenance (Hadjamanolis, 1999; OECD, 2004). Amit et al (2002) point out that e-
commerce is still being hindered by high call charges that limit the amount of time able
to be spent online. Many SMEs believe that there is no sufficient financial return to
justify the initial outlay. In an early study of SMEs’ adoption of electronic technology

in Cyprus, Hadjamanolis (1999) notes that e-commerce is still being hindered by
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financial issues regarding the high cost of obtaining technological information, as well

as difficulties in choosing the appropriate hardware and software. A more recent study
by the OECD (2004) reports that security; cost factors and ongoing costs are the main
barriers to the adoption and development of e-business in SMEs. It also demonstrated
that such organizations will not adopt e-commerce if the benefits do not outweigh the
costs of system development and maintenance. Turban et al (2006) emphasise that
sécurity issues and internet expenses determine whether such technology is
implemented.

The quality of network also belongs in this category of barrier, a consideration that
includes network reliability, bandwidth and obsolescent or obsolete technology (Cloete
et al 2002; OECD, 2004; Kapurubandara and Lawson 2006).

These studies show that quality of Internet access is a key factor in organizations’
implementation of e-business.

Saffu et al., (2008) indicates that many developing economies suffer from pour IT and
power infrastructure. The availability of broadband connection may affect an SME’s
decision to adopt this technology, while broadband speed enhances the overall online
experience for both customers and organizations and encourages them to spend more
time online. Slow connections, on the other hand, discourage some SMEs from setting

out along this road (Peet et al, 2002; OECD, 2002; OECD, 2004).

This discussion the wide range of technology barriers facing SMEs as they implement
e-business. There is, however, very little research that examines these barriers. Their
lack of IT expertise, limited resources and lack of Internet access means that SMEs
must pay relatively more attention to these issues (Abell and Lim, 1996; Cloete et al
2002; MacGregor and Vrazalic, 2006; Sulcic and Lesjak, 2010). This will naturally

influence their decision about whether or not to adopt such technology.
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2.4.2.2 Organizational barriers

The wealth of literature on the adoption of e-business has identified many
organizational barriers in this category. Some of the main ones are a perceived lack of
fit with an organization’s offerings, a lack of expert staff and a dearth of time in which
to implement such technology (Hadjamanolis, 1999; Lawrence, 2002; OECD, 2004,

Macgregor and Vrazalic, 2006; Kapurubandara and Lawson, 2006).

SMEs may be reluctant to adopt e-business solutions when they perceive a mismatch
between such technologies and their own products or services. The OECD (2002)
considers this as one of the mains reasons why SMEs do not engage in e-business.
Many SMEs feel that their business is not suited to the demands of electronic media, or
that it is purely local, or that the complexities of e-business are too much for them

(OECD, 2004, Macgregor and Vrazalic, 2006).

Hadjamanolis (1999) reinforces this point: SMEs who do not perceive a fit between e-
commerce and their current business practices are reluctant to adopt it. The OECD
(2004) report regarding 19 European countries states that, of those SMEs with fewer
than 250 employees, around 40 per cent do not use the Internet for buying or for selling

because they consider that it does not suit their type of business.

The lack of expertise staff is also an important obstacle. Tucker and Lafferty (2004) find
that factors impeding SMEs from using e-business are a lack of managerial knowledge
and expert staff. Skills and financial barriers do sometimes overlap (Au, 2002),
however, because SMEs generally lack the qualified IT staff and the technical resources
needed for e-commerce. Pavic et al(2007) argue that “Not only do SMEs have limited

resources in terms of acquiring suitable technology, but they also lack human
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capabilities, which contribute to a general lack of skills and knowledge within the

organization to cope with new ideas, concepts and technologies”. They identify these as

the main issues facing the adoption of e-commerce adoption by SMEs.

The specialised technologies required to support e-commerce demand a highly trained
and skilled workforce in order to be able to obtain the greatest benefits from IT
(Kapurubandara and Lawson, 2006). Titi (2005) maintain that SMEs are not usually
keen to invest in staff training if it means that key employees are missing from the
business for any considerable period, or if the knowledge gained is not practical enough
to be put into immediate use. Lack of time for implementation is another obstacle
(OCED, 2004; MacGregor and Vrazalic, 2006). Lack of time means no investigation of
e-business or its operation, no hiring of consultants and no appropriate consideration of
system purchases. According to Stockdale & Standing (2004) SMEs are generally kept
too busy with their day-to-day operations to spare any time for other activities. Beynon-
Davies et al (2003) considers a lack of time for implementation as a key barrier

impacting adoption levels of e-business in Wales.

2.4.2.3 External barriers

External barriers are also among the important factors hampering the implementation
and development of e-business in organizations, particularly in SMEs (Hadijimanolis,
1999; Levy et al, 2005). Previous studies have identified several external barriers
determining the adoption of e-business by SMEs, including the stability of government
policy, cultural resistance, legal and regulatory barriers and low use of such technology
by customers (El-Nawawy and Ismail, 1999; Beynon-Davies et al, 2003; OECD, 2004;
Turban et al, 2006; Kapurubandara and Lawson, 2006; Mutula and Brakel, 2006).

Government policy was identified as a major external barrier. According to Zhu et al
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(2003), government policy plays the most important role in e-commerce adoption in
SMEs. It is important to have government policies to protect consumers from unfair and
deceitful trading practices by retailers and against unauthorized access and misuse of
their accounts by hackers (Keoy at el, 2006). For example, telecommunication markets
should be open to competition so that SMEs can choose among various technologies
and services for high-speed Internet access. Government closure of such markets may
affect the adoption of e-technology by SMEs (OECD, 2004). Mutula and Brakel (2006)
find that the lack of government support impacts negatively on e-business adoption in
Botswana, and that government support plays an important role in this regard there.
Government policy can indeed hinder the progress of e-business by SMEs, especially
when a country has no stable policy, a state of affairs that might delay or even prevent
the adoption of e-business. Studies by El-Nawawy and Ismail (1999) and
Kapurubandara and Lawson (2006) see the role of government in such areas as opening
competitive telecommunications markets will give SMEs as a significant for their
adoption of e-business.

Closely allied to barriers of policy are legal and regulatory ones, which are also cited are
one of the most important to SMEs’ uptake of new technology (Bose and Sugumaran
2009; Al-Qirim, 2007b). The OCED report of 2004 views legal uncertainties and
conflicting regulatory environments for cross-border transactions, especially B2C, as
having the potential to affect SMEs particularly strongly. Keoy et al (2006) emphasise
that the legal system, especially in most developing countries, is not sufficient to protect
those engaged in e-business. Moreover, the OECD report (2004) argues that legal
definitions should be clarified by governments in order for SMEs to begin operating in
the electronic environment. Sengupta et al (2005) considers the legal issues in respect of
Regulation: those concerning online transactions, trust, privacy and the security of

payments place major limitations on the adoption of e-business by SMEs. Quayle
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(2002) argues that the government should change existing laws and regulations to

favour e-business transactions, and to keep in mind the need for any future legislation
regarding consumer protection laws and regulations to keep pace with developments in
e-commerce. Low use by consumers and its effect on e-business adoption is another
issue, which is addressed by Jones et al (2003), and Chen and McQueen (2008). They
consider that such reluctance affects the adoption of e-business by organisations. While
almost all customers in developed countries have easy access to the Internet, the low
rate of Internet use by consumers in developing countries easily explains the weak and
inadequate infrastructures there. Chen and McQueen (2008) find that insufficient

Internet access directly influences the progress of e-commerce adoption.

Cultural barriers have also been extensively discussed. El-Nawawy and Ismail (1999)
consider that such issues as social and psychological factors influencing the adoption of
e-commerce in Egypt in a major way, a finding supported more recently by Beynon-
Davies et al (2003) in their survey of the adoption of e-business adoption by SMEs in
Wales. They view cultural resistance as one of the key factors restricting such adoption.
Al-Qirim, (2007b) notes that these are the major barriers to the adoption of such
solution by SMEs in New Zealand. This is because shopping is a social activity there:
face to face contact with sellers is an important part of the experience. This review of
the barriers to e-business implementation implies that SMEs face several hurdles that
require a wide range of motivations and resources in order for such adoption to be
successful. Little research specific to this type of organization appears to have been
undertaken in this regard. As this barrier is important for the present study, Chapter 4
will deal with it in greater detail, discussing the empirical studies from other research
conducted in both developing and developed countries.

These barriers are summarized in Table 2.5.
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Technological Barriers |

Security issues

Poon and Chau, 2001 ; Beynon-Davies et al,
2003; OECD, 2004; Multua and Brakel, 2006;
MacGregor and Vrazalic, 2006; Bose and
Sugumaran, 2009; Doherty and Fulford, 2006;
Al-Qirim, 2007b

Cost of implementation

Hadjamanolis, 1999; OECD, 2004

Network quality

Cloete et al, 2002; Peet €l at, 2002; OECD,
2004; Kapurubandara and Lawson, 2006

Organizational Barriers

Unsuitability for business

OECD, 2002; OECD, 2004; Macgregor and
Vrazalic, 2006

Lack of expert staff

Mehrtens et al, 2001; Tucker and Lafferty,
2004 ; Pavic et al, 2007

Lack of time for

Beynon-Davies et al, 2003; OCED, 2004;

implementation Stockdale & Standing 2004 ; MacGregor and
Vrazalic, 2006
External Barriers
Stability of government El-Nawawy and Ismail, 1999; Zhu et al, 2004;
policy Kapurubandara and Lawson, 2006
Cultural resistance Al-Qirim, 2007b
Legal and regulatory Quayle, 2002 ; OCED, 2004 ; Tucker and
environment Lafferty, 2004 ; Sengupta et al, 2005); Bose and

Sugumaran, 2009

Low use by customers and

suppliers

Jones et al, 2001 ; Chen and McQueen, 2008

Table 2.5: Barriers to e-business
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2.5 Conclusion

This chapter has reviewed the literature associated with the main areas of e-business and
SMEs. It started by defining the two concepts of e-business and e-commerce, examining
other definitions and showing how both are used. It then discussed the four categories of
e-business: business to business, business to consumer, consumer to consumer and
consumer to business. The present research focuses on business to consumer from the
organizational viewpoint. It went on to discuss the evolution of e-business, which fell
into different models. Explanation the developers of these models from (information
about the company products and services, customers or suppliers order placing, two
way communications, taking of orders and receiving orders transaction and receiving

payment on-line, after sales service from different previous models.

Definitions and characteristics of SMEs were discussed in order to highlight their
importance and their contributing to national economic growth. The current state e-
business in SMEs was thoroughly examined, with a discussion of enablers and barriers,
in order to clarify the results of previous studies’ investigations of the implementations
of e-business. This in turn led to an examination of the factors contributing to the

success of such implementations in the Jordanian context.

Based on the literature reviewed in this chapter, the following one will introduce the
research framework designed to examine the factors that influence the implementation
of e-business and the evaluation of such implementation on Jordanian SMEs. It will
looks closely at the methodology adopted by the present research in order to fulfil its

aims.
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CHAPTER 3

RESEARCH METHODOLOGY

3.1 Introduction

This chapter is concerned with the overall research strategy and methods and how they
have been developed for this particular research project. It also seeks to develop and
employ a research methodology that will ensure that the data collected fulfils the

research aims

This chapter seeks to describe the research design and to develop an appropriate
methodology by which the study can be conducted. It therefore covers the sampling
design and procedures and the data collection method employed. The study was
designed to investigate the enablers and barriers associated with the adoption of e-
business by SMEs in Jordan through a quantitative survey. While there are a variety of
alternatives for conducting research, this chapter seek to justify the choice of research

methods employed.

A methodology is a set of techniques and procedures employed by the researcher to
construct a systematic plan to achieve defined research objectives (Glatthorn, 1998).
Gill and Johnson (1997) state that methodology is a process of interaction between the
study’s conceptual framework, including its questions, and the empirical world, which
includes data collection and analysis. It is important to demonstrate a clear logical and
reflexive relationship between research questions and field questions (Clough and
Nutbrown, 2007). The study’s research aims are articulated as questions in the form of a
field survey, and investigates statistical significance. The purpose of a methodology is

to discover and justify research assumptions as far and as practicable, and in so doing to

69



e e

locate the claims which the research makes within the traditions of enquiry that use that
methodology (Clough and Nutbrown, 2007).

The two main philosophical positions adopted by researchers in the 20th century are the
positivist and phenomenological paradigms. Consideration by researchers of their
philosophical stance on these paradigms should provide directions for designing all
phases of the research study, as well as increasing the researcher’s awareness of the

limitations of particular approaches and ultimately leading to better research.

A paradigm is a set of shared assumptions or a way of thinking about some aspects of
the world (Oates, 2006). Any research in a social or natural science discipline is
dependent upon one of the philvosophical paradigms known collectively as positivist or
interpretive (Myers, 1999; Maxim, 1999, Oates, 2006). Crossan (2003) identifies the
following reasons why philosophical perspectives are important for research
methodology:
o They can help clarify the overall research strategy to be used
e Knowledge of research philosophies can help researchers evaluate various
methodologies and methods and avoid using the wrong ones
e They may help the researchers to creative and innovative in either selection or
adaptation of methods that were previously outside their experience
The most important philosophical assumptions are those relating to underlying
epistemology, which can be defined as that which refers to assumptions about
knowledge and how it can be obtained (Mayers, 1997). Both ontology and epistemology
lead to methodology, which is a set of theories and methods that exhibit the same

patterns or elements in common (Creswell, 2003).
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3.2 Positivism
Smith (1998) de'scribes positivism in as
“Approaches to the social sciences [that] claim the label scientific, for they
assume things can be studied as hard facts and the relationship between these
facts established as scientific laws”
Thompson, (2000) defines positivism as a term used to describe a particular approach to
science, whether natural or social. It shows that positivism has been a major influence in
the philosophy of science for some time .Although less dominant now than in the past,
positivism remains a pervasive influence at both an explicit and implicit level.
Positivism accepts that we cannot observe the world of which we are part as totally
objective and disinterested outsiders, and acknowledges that the natural sciences do not
provide the model for all social research. However, they do believe in the possibility of
an objective reality (Muijs, 2004). In the social sciences, the positivist approach has

contributed a great deal to the philosophy of science (Maxim, 1999).

Positivists believe that reality is separate from the individual who observes it. It is
assumed that reality is objective and can describe by measurable properties that are
independent of the researcher. Furthermore, positivists believe that knowledge which is
developed is based on the observation or experience of the real world, as in a scientific
theory whose predictions can be discarded if they are not supported by empirical
testing.

Positivist philosophy underpins what was often referred to as the traditional approach to
scientific research (Crossan, 2003). Positivists believe that knowledge which developed
is based on observation or experience of the real world. According to Denzin and
Lincoln (2008), positivism contends that there is a reality that can be studied, captured
and understood. Post positivists on the other hand argue that reality can never be fully
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apprehended only approximated. Post positivism relies on multiple methods as a way of
capturing as much of reality as possible.

Breu and Peppard (2003) point out that information systems research, of which e-
commerce is part, have been criticised for the fundamental gap between theory and
practice mainly because of the methodological inadequacy of the dominant positivist
approach to research. This approach demands considerable rigour by minimizing the
scope for subjectivity and rendering propositions testable by experimental means.
Sarker and Lee (1998) have successfully used the positivist approach to disprove the
current technology oriented theory of IT enabled business process redesign and to test
an alternative theory. Most studies have shown that information systems research is
currently dominated by positivist research methodologies (Amott and Pervan, 2005;
Stahl, 2005).

From the point of view of the present research it can be concluded that positivism is
more suited to information systems research, which explores and examines human
behaviour. This research adopts that approach because it is suitable for the further
development and testing of the research model.

In contrast to positivist paradigms, interpretive ones assume that people create and
attach their own meanings to the world around them and to the behaviour they manifest
in that world (Lee, 1991). Lee points out that this paradigm emerges from the
inadequacy of the methods used in the natural sciences when applied to the social ones.
Generaily, the interpretive researcher collects data that describes the possible meanings
and understandings of a phenomenon that occurs due to the participation of several
members and social groups in their real life situations (Mayers, 1997). It sets out to
subjectively understand the human constructs concerned, often through active
involvement and observation, making understanding rather than predication the main

role of interpretation (Pather and Remenyi, 2004). Unlike the positivists, the
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interpretivists believe that reality and the individual who observes it cannot be separated
(Webber, 2004). The lack of observer independent reality means that interpretive
research must follow a procedure whose aim is to understand situations and give

reasonable and acceptable accounts of them (Stahl, 2005).

3.3 Deductive and inductive research methods

Deductive research develops a conceptual and theoretical structure which is then tested
by empirical observation. Inductive research, by contrast, develops theory from the
observation of empirical reality (Collis and Hussey, 2003). Any research should use
either the deductive approach to develop a theory and hypotheses and design a research
strategy to test the latter, or the inductive approach, in which data is collected and
theory developed as a result of the analysis of that data (Saunders et al, 2009). The
choice of methods turns on whether the intent is to specify the type of information to be
collected in advance of the stﬁdy or to allow1t io emerge from participants in the project
(Creswell, 2003). It also suggests that the type of data may be numeric infomation or
the recording and reporting of the participants’ voices.

All methods contribute to a research approach that tends to be more quantitative or
qualitative; a study dominated by the former approach uses theory deductively and
locates it in the first the plan for the study, while a qualitative one would be more
inclined towards the inductive approach of building from the data through broad themes
to a generalized model or theory (Creswell, 2003).

Inductive research is rooted in the researcher’s personal knowledge and experience of
the truth, while deductive research is based upon logic and structure. The hypothetic-
deductive approach emphasizes the use of deductive reasoning to test hypotheses. This
approach requires that observable data be consistent with the rational outcome of a
theory and its hypotheses (Routledge and BScN, 2007).
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The quantitative approach has implications for the placement of a theory in any study
using a quantitative approach. For Creswell (2003) those using such research
methodologies place the theory in their introductions, their literature reviews,
immediately after the presentation of their hypotheses or research questions, or in a
separate section of their studies. Some researchers conducting qualitative research, on
the other hand, regard the aim of their work as the generation of theory. The difference
between the two types of research can be summarized thus: deductive investigation
proceeds from general ideas (usually existing theories), infers specific expectations
from these ideas, and then tests these expectations using empirical data (Chambliss and
Schutt, 2009). Inductive research, on the other hand, employs specific data to develop

generalisations or theories that explain this data. Collis and Hussey (2003) maintain that

inductive research develops a theory from the observation of empirical reality, while the
deductive method begins by developing a conceptual or theoretical framework which is
then tested by empirical observation. However, both inductive and deductive
approaches have been criticised. The highly structured research typical of deduction
ignores the presence of human subjectivity because a deductive researcher, based on his
external logic, formulates a theoretical framework to understand the phenomenon under
investigation without taking into account the internal human logic involved (Gill and
Johnson, 1997).

Researchers relate quantitative research with positivism and qualitative research with
interpretism (Myers, 1999; Thompson, 2000). Creswell (2003) describes the two

research approaches as follows:

e Quantitative research uses post-positivist investigation for developing

knowledge and strategies of inquiry such as experiments and surveys, testing
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a theory by specifying narrow hypotheses and the collection of data to
support or refute those hypotheses. Data collection is performed using
predetermined instruments that represent data statistically.

e Qualitative research uses participatory narrative design and open ended
interviewing. Its strategies include narratives, phenomenologies,

ethnographies, grounded theory studies or case studies.

The researcher will not begin with preconceived ideas in the form of testable
hypotheses, a procedure which is inappropriate for determining the barriers and enablers
of e-business adoption by SMEs in Jordan. Far better would be the present quantitative
approach using a survey strategy based on questionnaires. Such a survey was conducted
in order to gather data from a random sample of 55 SMEs in Jordan, for the purpose of
verifying and extending the research findings across a wider area. The deductive
approach was employed because it is suitable for investigating the social context, for
comparing the way people perceive that context with the body of relevant theory. By
contrast, the inductive approach is unstructured and allows access to human
subjectivity, taking due account of people’s internal logic regarding the phenomenon

under study.
3.4 Research design

The research design provides a conceptual framework for the study, while the methods
are the tools used to evaluate each specific aim. It provides a framework that guides data
collection and analysis. According to Collis and Hussey (2003) research design is the
science of planningv procedures for conducting studies so as to get the most valid
findings. Yin (2008) defines it as “the logic that links data to be collected and the
conclusions to be drawn from initial questions of the study” and “a plan for assembling,

organising, and interpreting information and its results in a specific product”. For
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Bryman and Bell (2007), research design relates to the criteria employed when
evaluating business research. They also stress that the framework for the generation of
evidence must be suited both to a certain set of criteria and to the research question.
Research design covers strategic decisions including the choice of data collection
methods as well as more tactical choices regarding measurement and scaling
procedures, questionnaires, samples and data analysis (Zikmund, 2003). Generally, the
methodology and research design are determined by the purpose of the research (Clough
and Nutbrown, 2007).

Research design is a general plan of how to answer the research questions. It is based
both on those questions and on the researcher’s aim of meeting the objectives (Saunders
et al, 2007). Selecting a research design (either qualitative or quantitative) for a

particular study is not always easy.

Cooper and Schindler (2003) suggest the following essentials that should be included in
the research design:
e The design is an activity and time based plan
e The design is always based on the research questions
e The design guides the selection of sources and types of information
e The design is a framework for specifying the relationships between the study
variables

e The design outlines procedures for every research activity

Glathorn (1998) defines research methodology as a set of techniques and procedures
employed by the researcher to construct a systematic plan by which to achieve specified
research objectives. Cooper and Schnidler (2003) define it as an approach to a problem
that is put into practice in a research process, which could be formally defined as an
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operational framework within which facts are placed so that their meanings may be seen
more clearly. Galliers (1992) lists eight major research designs used in IS research:
laboratory experiments, field experiments, surveys, case studies, action research,
simulations, forecasting and phenomenological studies.

While the process of conducting research can be classified as qualitative or quantitative,
the purpose of conducting a research can be classified as exploratory, descriptive,
analytical or predictive (Collis and Hussey, 2003). Exploratory research is conducted
when there are few or no earlier studies to which reference can be made. This research
is exploratory in that it seeks to determine the barriers and enablers associated with the
implementation of e-business by SMEs, and to investigate the stages of growth of such
adoption in Jordan. According to Walliman (2006), the experimental approach is
generally used to examine causality (causes and effects). It manipulates one or more
independent variable and measures the effects of this manipulation on dependent
variables (those which register effects), while simultaneously controlling all other
variables.

This research investigates the effect of relationships between variables. Bryman and Bill
(2007) explain that the latter are directly caused by other variables, while the former are
independent of any others. The objectives of the present study’s design were to ensure
that the hypotheses could be rigorously tested and that the results could be generalised.
Primary data collection was necessary to meet these objectives, as no sufficient

secondary data sources were publicly available in Jordan.

3.5 Selection and justification of the research methodology
Babbie (2004) maintains that the research method depends on the nature and the
structure of the research problem. The choice of research methodology must not be

influenced by scientific approaches that happen to be currently popular; researchers
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must select the most appropriate methodology to fulfil their goals. The aim of this
research is to investigate the relationship between the stages of growth of e-business
enablers and barriers. This relationship will be determined by the key enablers and
barriers seen from the managerial viewpoint, and by evaluating the stages of growth of
such adoption using the six-stage model develop in order to discover the stages of
growth of e-business in the Jordanian context. To achieve this aim, the researcher must

obtain the various perceptions of the key Jordanian managers engaged in this activity.

3.5.1 The rationale for a positivist approach

There is no one best research methodology, the choice of which depends on the research
objectives and questions. There are always options and choices in determining the
research methodology (Zikmund, 2003).

This research uses the positivist approach, which is one of the dominant paradigms in
research. Many social science researchers also prefer this approach, in which positivists
generally assume that reality can be objectively described and used for the testing of
theory. According to Tsoukas (1989), this approach means that the purpose of science is
simply to accept only observable and quantifiable facts; knowledge of anything beyond
these is impossible. In IS, research is classified as positivist if there is evidence of
formal propositions, measurements of variables, testing of hypotheses and the drawing
of inferences about a phenomenon from the sample to a stated population (Orlikowski
and Baroudi, 1991).

The aim of this research can be achieved through survey questionnaires distributed to
participants with the aim of revealing their individual understandings, the meanings
behind the stages of growth of e-business and the factors associated with them. A
deductive approach is consequently the most appropriate one for this research. As the
implementation of e-business can influence, and is influenced by, the context (for
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example, by the stages of growth of e-business), it is very important to gain an in-depth
understanding of the barriers and enablers regarding this implementation and the factors
involved, which deductive research provides the researcher with a greater opportunity to

examine.

From the comprehensive review of the literature it is evident that there is a scarcity of
empirical work attempting to determine those key enablers and barriers in the context of
the Middle East and, indeed, anywhere in Africa. Certainly, no empirical work focuses
on Jordan to evaluate the maturity of e-business growth. It is therefore important at this
stage to obtain a broad overvieW of the state of affairs. A positivist study would be
eminently suited for this purpose, whereas an interpretive one would be better for a

more in depth investigation.

3.5.2 The rationale of a quantitative approach

Quantitative methodology extracts data from respondents and converts them into
statistical representation rather than directly portraying a phenomenon. According to
Walliman (2006), this approach relies on collecting numerical data that is amenable to
such analytical methods as statistical correlations, often in relation to hypothesis testing.
The research processes in this study are objectively constructed and the findings are

usually representative of the population being studied.

The present research attempts to identify factors associated with SMEs’ adoption of e-
business, including barriers and enablers impacting on this adoption. Using the six-stage
model developed specifically for this study, it also tries to identify the stages by which
Jordanian e-businesses grow. It is only through quantitative research that the main
factors involved in SMEs in Jordan can be appreciated. The adoption of e-business by
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The selection of the data collection method is highly significant in design, as it impacts
on research survey design and the quality of the data collected. The selection of the data
collection tool will be influenced by sample size and location. Direct questionnaires are
more appropriate than any other survey method such as Internet and telephone surveys.
Questionnaires are usually administered in a structured format on paper or through
computer networks. According to Oppenheim (2001) they must elicit all the information
desired by the researcher and not biased and easy for the respondent to understand. He
aiso suggests that the content must be in good presentation and the words suitable
(Oppenheim 2001).

The questionnaire as a data collecting instrument has the following advantages:

o It allows for the collection of significant amounts of data and is capable of
covering large sample sizes and geographical areas

e It is cheaper and less time consuming than interviews, allowing for very large
sample sizes

e It is quicker to administer, since self completed ones can be sent out by post or
otherwise distributed in very large kquantities at the same time

e There is no variability due to interviewers asking questions differently

o It is suitable for statistical analysis because the raw data collected can be easily
interpreted using various types of statistical method

e [t permits anonymity

o It is relatively inexpensive

e It is a very useful data collection tool, as it can be used to gather specific, key
pieces of information

e Itis convenient for respondents

* Respondents have time to check facts and think about their answers
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e [ts format is structured

On the other hand, it also has disadvantages: questionnaires are open to
misinterpretation, for example. They can lack clarity, and the response rate can be low.
Dillman (2000) points out that respondent may be deterred from answering personal
questions of, say, a sexual or financial nature, thereby affecting the response rate.
Bryman and Bell (2007) and Collis and Hussey (2003) argue, however, that careful
design can ameliorate these weaknesses.

The survey used in this research was specifically developed for this study to capture
information on the adoption of e-business. It was designed and distributed explicitly for
this research, making it more appropriate than any other method such as face to face,

mail, telephone and Internet survey.

3.6 Questionnaire design

Good questionnaires ease the task of responding to their questions, thus minimizing the
respondent’s burden. Bad questionnaire design means that the research’s conclusions
are insufficient, which negates the format’s advantage of eliciting responses without the

time and effort involved in one-to-one contact (Walliman, 2006).

Researchers devise questionnaires to assess attitudes in various social circumstances, to
measure opinions on a wide range of social and political issues and to explore various
demographic permutations (Creswell, 2003). Very large samples are consequently made
practicable, which enhances the probability that statistically significant results will be
returned, even when multiple variables are investigated; standardized surveys ensure
that uniform data from various groups can be collected, interpreted and compared in a
precise manner (Creswell, 2003; Babbie, 2004).
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The nature of this study demanded the use of the survey research method, one that is
considered to be an effective and professional way of gathering enough data to examine
the present status of e-business use by SMEs and to determine the barriers and enablers
associated with e-business adoption by SMEs in Jordan. Delivery and collection of the
questionnaire has been chosen as the most appropriate distribution method for the

following reasons:

In the context of Jordanian culture, respondents are less likely to respond to

survey questionnaires sent through the mail by people they do not know

e The problem of poor response rates can be reduced by handing questionnaires

directly to respondents

e The highly complicated postal addresses in Jordan means that non-receipt of

mail items is quite likely

e This approach is widely used in Jordan, so respondents are familiar with it

Consequently, a number of parameters were set in the questionnaire’s design. The
questions must be geared towards answering the study’s aims and objectives, they
should cover the range of possible answers reflecting different situations, and they
should not be confusing. The questionnaire was built and designed to obtain information

specific to this study.
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3.6.1 Types of questionnaire

Questionnaires can be administered in three ways:
1. Digital questionnaires are distributed and returned electronically using either

email or the Internet.

2. Postal questionnaires are sent by post with return envelopes included. This
type is most appropriate for a large number of respondents dispersed over a wide

geographical area

3. Hand-delivered and collected questionnaires, by which the researcher can
sometimes check at the time of collection who has answered the questions

(Saunders et al., 2009).

The present research regards the delivery and collection of questionnaires as the most

appropriate survey tool, taking its advantages and disadvantages into account.

English was used throughout the questionnaire. Choosing the appropriate language is
important to insure that respondents are able to use their understanding and experience
to answer the questions. In Jordan, English is the second language; it is used by most

the people, particularly in business and IT.

Respondents would not have difficulty in understanding e-business vocabulary and
other technical terms. This was an added advantage, as only one language was used
throughout the study. This avoided the need to translate the questionnaire into other
‘language such as Arabic, which would be time-consuming as well as posing the risk of
errors occurring in translation,
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Another aspect of questionnaire structure is the use of the response format. Two options
are generally available: closed or open questions. The disadvantages inherent in the
latter usually mean that closed questions are more likely to be used, as the following
discussion suggests.

The advantage of open questions is that respondents are able to give their opinions as
precisely as possible in their own words. Such answers can, however, be difficult to
analyze. They must be coded, which is very time consuming, and they require greater
effort from respondents (Bryman and Bell, 2007). Closed questions, on the other hand,
allow respondents to effectively classify themselves, as well as being a very convenient
format in which to collect and analyze factual data, since the range of potential answers
is limited. They also enhance the comparability of answers, making it easier to
demonstrate relationships between variables and to make comparisons between

respondents or types of respondent (Bryman and Bell, 2007; Collis and Hussey, 2003).

Rating or scale questions are often used to collect opinion data. The most common
approach is the Likert-style rating scale in which respondents are asked how strongly
they agree or disagree with a statement or series of statements, usually on a four, five or
seven-point rating scale (Saunders et al, 2009). According to Creswell (2003),
integration of two types of data might occur. For example, in data collection open-ended
survey questions might be combined with closed ones. In this research, most answers
were specified on a five-point scale to ensure maximum respondent specificity on the

Likert scale:

5 4 3 R 1

Table 3.1: Summarises the Five Liker scale
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3.6.2 Structure of the questionnaire

The questions used in the questionnaire were taken from the previous literature and
included all variables discussed in Chapter 4. The questionnaire was structured into five
sections. Most questions were closed — i.e. participants were asked to select one answer
from a set list of responses. The remaining questions asked for free answers or
comments that gave participants the chance to add their own observations and to
express their own points of view regarding certain issues.
Dillman (2000) proposes four guidelines that would encourage respondents to answer:
e Order questions in descending order of usefulness and importance
» Place questions with similar content together
e Build a sense of flow and continuity through the questionnaire by taking
advantage of the cognitive links that respondents are likely to make between
groups of questions
o Position the questions that are most likely to be difficult to answer after those
that are easier
These points were adhered to in the design of the questionnaire, which was structured

into five sections.

1. Section A: includes several questions to draw information from the
respondents. Dillman (2000) believes that although demographic questions are
easy to answer, they are not particularly interesting, as opposed to personal
questions about the respondents. For this reason, questionnaires rarely begin
with demographic questions.

2. Those regarding respondents’ backgrounds have the merit of being interesting

and easy to answer, and so were included in the first section.
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2. Section B: is designed to draw out information related to organisational profile.
Following Dillman’s (2000) guidelines, company and respondents information should

be in the first section because these questions are easy to answer.

3. Section C: measures the stages of e-business adoption by SMEs. The questions
for this section were specifically developed for the purpose of this study, and are present
in the 12 items discussed in Section 3.6.4. These include information about the
participant’s business, communication via email, information about the business’s
products and services, email form orders that customers can print out and fax or email
(without including online payment), online billing , online payment, online enquiries,
online order tracking, targeting customers, customer support, integration of e-processes
and integration of B2C or B2B. The five-point Lickert scale was used. This section was

comparatively easy to answer.

4. Section D in this section 21 items measure the factors associated with the adoption of
e-business in SMEs, such as enablers and inhibiters. The order of questions in this
section followed the flow of cognitive links from one question to the next. Responses
were measured on a five-point Lickert scale.

5. Section E is designed for any comments and suggestions, giving respondents the
chance to express their own opinions concerning specific issues.

The various sections of the questionnaire are summarised in Table3.2. Each one is

discussed in Section 3.6.3 of this chapter.
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A "Information about the respdeht | 5

B Information related to organisational | 4
profile

C Current states of use of e-business in | 12
SMEs

D Factors associated with the adoption of e- | 21
business by SMEs.

E Comments 1

Table 3.2: Sections of the questionnaire

3.6.3 Information about respondents and organizations

Sections A and B concerned information relating to respondents and their organizations
and general information about respondents, the majority of whom were senior

managers. Respondent were asked to answer the five following questions:

1- Gender

Respondents were asked to state their gender

2- Age

Respondents were asked to identify their ages using 10-year bands, except for "over
60".

3- Experience Years

Respondents were asked how many years they had been working in the organization,
the answers being in 5-year bands except for “over 20years”.

4- Highest Level of Education
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The respondents were asked whether their highest level of education was secondary
school or college, undergraduate or postgraduate.

5-IT Training

Respondents were asked whether they had attended any training courses on using
computers. Many researchers have demonstrated a significant relationship between the
amount of training undertaken in an organization and the impact of e-business adoption
within that organization.

Section B had several questions designed to elicit understanding of the respondent’s
organizational background.

1. Organization’s age

Respondents were asked to indicate how many years the organization had been in
business.

2. Number of employees

The respondents specified the number of employees in their organizations. This
question was used to determine organizational sizes for the completed samples (Ang et
al, 2003).

3. Annual sales turnover

Respondents specified approximate annual turnover from four choices: 1) up to JD1
00,000 2) JD100,000- 250,000 3) JD250,000-500,000 4) more than JD500,000.

4. Source for the initial of use e-business.

Respondents indicated the main party responsible for using e-business in organizations

from one of five choices: the top management/owner, employees, customers, suppliers,

business partners.
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3.6.4 E-business applications

The questions in this section were written especially for this survey. They aimed to seek
the respondent’s current use of each application. Twelve e-business applications
identified from the literature were included; they were information about the
respondent’s business, communication via email, information about services and
products, online ordering, online billing or invoicing, online payment, online billing,
online tracking, targeting customers, customer support, integration of e-processes and
integration of B2B or B2C. These questions investigated the extent and nature of an

organization’s use of e-business by SMEs in the Jordanian private sector.

A six-stage model was developed from the related literature and used to gather
information about the stages of growth of e-business in SMEs. Each group of
applications measures the aspects related to the stage it belongs to. This section
identified the six-stage model and the extent of usage, since the purpose of this study is
to examine the relationship between the stages of e-business growth and the enablers
and barriers associated with e-business adoption. In order to determine the associated
key enablers and barriers, it was very important to identify the stages of e-business and
to highlight which stage each respondent’s organization was in.

Items were scored on a 5-point scale from 1 (“strongly disagree”) to 5 (“strongly

agree”).

3.6.5 Factors in the adoption of e-business

This section aimed to identify factors associated with the adoption of e-business. It
consists of the two contexts identified in the literature:
1- Enablers that motivate the adoption of e-business

2- Barriers that hamper the adoption of e-business
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3.6.5.1 Enablers of e-business

The purpose of these questions was to identify each enabler’s motivating effect on the
adoption of e-business by SMEs. The questions designed to measure the importance of
11 enablers that were categorised into three groups: market, external and organizational.
These were extrapolated from the literature on the extent to which SMEs drive to adopt
e-business.

1- External enablers were customer demand, supplier requirements, competitive
pressures and government incentives.

2- Market enablers were the reaching of new customers, enhancement of customer
service, the entering of new business areas and markets, and the enhancement of the
customer/supplier relationship.

3- Organizational enablers were enhanced revenues, cost reduction and management
support.

Respondents were asked to evaluate each of the many enablers on a 5-point scale

ranging from 5 (“strongly agree”) to 1 (“strongly disagree”™).

3.6.5.2 Barriers to e-business
These questions aimed to identify barriers to e-business adoption by SMEs.
Respondents were asked whether and to what extent they agreed that each of ten
barriers discouraged them from adopting e-business. Barriers were identified from the
literature.
The barriers were grouped into three contexts:
1-Technological (costs of implementation, security issues, and network quality)
2- Organizational (unsuitability for business, lack of expertise staff, lack of time for
implementation).
3- External (customers and suppliers, legal and regulatory barriers
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Each item was measured on a 5-point Liker scale ranging from 5 (“strongly agree”) to 1

(’strongly disagree”).

3.7 Population and Sampling design

At the conclusion of the exploratory phase of the research, preparations were made for
conducting a survey of SMEs in the Jordanian communication sector. Defining the
target population and obtaining and selecting a sample are important tasks at this stage

of the research process. These tasks are reviewed in this section.

3.7.1 The population

The first stage in sample design is to define the target population. Population is a
collective term used to describe the total quantity of things or cases of the type which is
the subject of the study (Walliman, 2006). Creswell (2003) sees a population as “a set or
subset of entities that comprise the group we are interested in”. The population element
refers to an individual member of the population. Saunders et al (2009) defines
population as the full set of cases from which a sample is taken. The specific nature of
the target population depends on the research problem being investigated. In this study

the focus of the research was on SME:s in the Jordanian communications sector.

The communications sector has been targeted for this study because it is one of the main
contributors to GDP and increased IS development. SMEs comprise around 95 per cent
of communication sector establishments in Jordan, the rest being large communication
organizations. An important issue in SME research that there is no single, uniformly
acceptable definition of such organizations. Despite having certain features in common,
countries do not use the same definition for classifying their SMEs. The terms ‘small’

and ‘medium’ are relative terms, varying from one country to another and from sector to
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sector within the same country. These differences have led to radical variations in the
size-based definitions of SMEs. For example, maximum cut-off points, in terms of
numbers of employees, have historically ranged from 10 to 500 and even 1,000.
Furthermore, there are several definitions within each country due to the diverse
characteristics of SMEs in each sector and in each economy (for more detail see,

Chapter 2).

The definition of SMEs in Jordan is no easier than elsewhere, as there is a diversity of
descriptions available. In this study we will take on the definition used by the Ministry

of Trade and Industry in Jordan: “10-250 employees”.

3.7.2 The sample

A sampling frame is a complete list of all the cases in the population elements from
which a sample can be drawn (Saunders et al, 2009; Collis and Hussey, 2003;
Walliman, 2006). A sample is a subset of a population and should represent the main

interest of the study (Collis and Hussey, 2003).

Sampling techniques provide a range of methods that enable reduction of the amount of
data required by considering only data from a subgroup rather than all possible cases or
elements (Saunders et al, 2009). In a positivist study, a representative, or good, sample
is one in which the results obtained for that sample can be taken to be true for the whole
population. In other words, generalizations can be drawn from the results. Collis and
Hussey (2003) suggest several criteria for good sampling:

e The sample should be random (every member of the population must have an

equal chance of being chosen)

93



A S

e It should be large enough to satisfy the needs of the investigation being
undertaken

e It must contain a list of members of the defined population

e It must be complete and up to date

e No element must be listed more than once

e Information given on the sample should provide sufficient means for stratifying

that sample

The sample size is vital in achieving statistical significance. Saunders et al (2009) state
that larger sample sizes reduce errors in generalizing to the whole population. The
sampling process involves the drawing of individuals or entities in a population in such

a way as to allow an overview of the phenomena of interest from that sample.

The most important aspect of the sampling process is to ensure that it should be
assembled in such a way as to be representative of the population from which it is taken
(Malhotra, 2009). Sampling is used where the population is too large or where the
researcher’s time, financial or human resources is too limited to be able to investigate
each and every element of the whole population.

The population of the present survey was defined as Jordanian communication
companies. The sampling process resulted in the selection of parties to whom the
questionnaire would be administered and on whom the study. Lists of 55 companies in
the communication sector with their contact information were obtained from the
Jordanian Ministry of Communication and Information Technology.

Jordan is a developing country that has started to explore the use of e-business to
enhance the development of its economy and to achieve successful integration with the
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global environment. Some efforts have already made to build an IT structure to
encourage the adoption of e-business. The communication sector has been targeted for
this study because it is one of the main contributors to economic and e-commerce and

growth in Jordan.

The communications sector has the full support of King Abdullah II, putting Jordan in
a favourable position relative to its neighbours regarding telecommunication facilities. It
has applied the latest technologies in telephone and Internet services, and organizations
are beginning to develop websites. Online selling and buying is comparatively static,
however, although in the last five years organizations have been showing significant

improvements in conducting e-business.

The Jordanian communications sector is one of the country's main priorities.
Technology is a key component of economic growth and the quality of public
institutions. It is crucial to their role in ensuring the protection of property rights, the
objective resolution of contract and other legal disputes, the efficiency of government

spending in public services and the very visibility of the government to the public.

Senior managers in communication sector organizations were selected to answer the
research questions for this study. These managers are defined as managers below CEOs
or owners. Top managers (CEOs and owners) were excluded because of the difficulty of

arrange meetings with them.

3.7.3 Piloting of the study

The researcher conducted a pilot study to seek more clarification regarding the wording
of questionnaires. According to Dillman (2000) the pilot study plays an important role

in the questionnaire. This phase of the research was carried out to identify defects in the
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survey design and to evaluate the questionnaire to ensure that it fulfils the study’s
objectives.

In the literature, pre-testing has been defined as an activity related to the questionnaire
or measurement instrument to be used in a survey or an experiment (Saunders et al,
2009; Collis and Hussey, 2003). It provides a critical means for reducing ambiguity and
bias in determining the meaning of measures. The purpose of the pilot is to refine the
questionnaire so that respondents will have no problems answering the questions, and to
eliminate difficulties in recording the data. Bryman and Bell (2007) note that the
desirability of piloting such instruments is not solely to do with trying to ensure that
survey questions operate well, but that it also has a role in ensuring that the research
instrument as a whole functions well.

The pilot questionnaire was conducted prior to the official launch of the survey research
aiming at developing a structured questionnaire by conforming to the concepts as
revealed by the literature review. The aims of pre-testing the questionnaires was:

e To estimate how long the questionnaire would take to complete

e To determine if respondents would find any questions difficult to answer

e To test the adequacy of the language

e To estimate how reliable the questionnaire was

e To identify which, if any, questions were unclear or ambiguous

e To see whether the layout was clear and attractive .

After designing an early draft of the questionnaire, it was piloted twice in order to
ensure that the questions were easily understood. The first test saw the distribution of
five drafts to students in Hallam University. The second was done by sending the
questionnaire to 15 pilot respondents, composed of academics and managers from
Jordan. They were contacted beforehand and asked to respond to the questionnaire as

logically as possible, as well as being requested to complete a form commenting on the
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clarity of the questionnaires wording, its ambiguity, validity and consistency, any
difficulties encountered and a statement of the time required for completion. The
feedback was collected face to face. It should be noted that the responses from the pilot

study were not include in the analysis.
3.8 Bias, reliability and validity

In this study, the anticipated problems concerned bias, reliability and validity. Actions

taken to extensively reduce the effects of these problems, as discussed below.

3.8.1 Response bias

The response bias is a possible difficulty that can occur in questionnaires. A non-
response bias is caused by the difference between those who respond to a survey and
those who do not (or who refuse to answer a subset of questions). Non-response may
introduce an element of bias, as respondents and non-respondents may differ from each

other in terms of characteristics relevant to the research (Bryman and Bell, 2007).

The response rate for this study was 86 per cent. Considerable care and attention was
taken in the design and administration stages of the questionnaire. However, the
researcher judged it important to estimate the effects of the non-response bias, as it
might affect the generalizability of the survey results. Reliability and validity are
important in any research project in order to ensure that the results have been collected
in a scientifically and methodologically sound manner. This following two sections
explain the key issues relating to validity and reliability and how these are have been

dealt with in the study.
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38.2 Reliability

Collis and Hussey (2003) and Bryman and Cramer (2008) note that reliability is
"the consistency of a measure", because it focuses on the internal consistency of the
items forming the scale. In assessing reliability the researcher tries to establish
whether the study can be repeated by another researcher or at another time with the
same results (Bryman and Bell, 2007; Walliams, 2006; Hair et al, 2005). There are
common methods of estimating the reliability of the responses to questions in

questionnaires.

The commonly used method is Coefficient Alpha, the favourite among reliability tests
and the most common measure of scale reliability (Field, 2009). It is generally

considered to be at 0.8 (i.e. a result of 0.8 and above is considered to be acceptable).

In this study the Alpha Test was used. This was because the value of the test at the scale

Alpha was 94.7 per cent, which is above the accepted value for reliability.

3.8.3 Validity

It is important to assess validity in order to determine the extent to which a particular
indicator and relates to others in a manner consistent with theoretically derived
hypotheses. Validity evaluates whether all variables measuring a construct cluster
together. It is concerned with the integrity of the conclusions generated from a piece of
research (Bryman and Bell, 2007; Walliams, 2006). Hair et al (2005) and Thietart
(2001) state that validity is the extent to which the research findings accurately
represent what is really happening, and assessing the extent to which researchers can
generalize from results through the extensive process of using factor analysis to evaluate

data. Factors analysis is a statistical approach used to describe large numbers of
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variables by means of smaller sets of composite variables. The factors derived from

factor analysis are also used to indicate the correlation between variables.

3.9 The data analysis process

There were various stages of data analysis. The data collected from the respondents had
to be coded, entered, cleaned and transformed in order for Statistical Package for Social
Sciences (SPSS), configurable for Microsoft Windows and the most common and
powerful package for statistical analysis of data, could be applied (Field, 2009).
Investigation of the data involved various levels of analysis. The first level consisted of
a general description of the respondents according to demographic data. The second
level involved exploration of the two research questions related to the growth of e-
business using the six-stage model and the frequencies of the various sizes of SMEs in
Jordan. This will be presented by descriptive statistics and bar charts. The third level of
analysis was of e-business enablers and barriers, and was carried out by factor analysis.
The final level analyzed the relationship between all variables, and was carried out

through bivariate analysis (Pearson correlation).

These analyses present a rich, detailed overall picture of the adoption of e-business by
SME:s in Jordan, enabling the aim of this study to be achieved. SPSS 17 was used to
analyse data from the questionnaires. It proved very useful at all levels of analysis

within the scope of this research.

3.10 Ethical considerations

Bryman and Cramer (2008) emphasises that ethical considerations are critical and
proper for any research process. Through all the research stages, particularly during the

survey phase of this research, ethical issues were taken into account. The researcher has
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certain rights and obligations. While researchers should maintain high standards to
ensure that data is accurate, and should not misrepresent data, they are also required to
protect research participants’ right to confidentiality (Zikmund, 2003). It is thus
considered that the primary ethical consideration of researchers is to protect
participating organisations and individuals from any possible disadvantages or adverse
consequences that may result from the research ( Zikmund, 2003; Bryman and Cremar,
2008).

Throughout this research, the participants were informed of the objectives of the project
before being asked to answer the questionnaire. They were shown an official letter from
the University of Al-Balga confirming that the aim of the data collection was for
scientific purposes only. The respondents were also assured that their responses would
be kept confidential. They were not asked to provide their names or that of their
organizations, thus ensuring anonymity. Individual differences concerning

understanding and interpretation of the questionnaire were respected.

This conformity to ethical practices has enhanced the quality of this research. There
were two reasons for this procedure: one was to maintain the confidentiality of the
respondents, some of whom declined to participate, and the second was that the present
research is not intended to have a marketing research focus, presenting the
organizations’ services, products and histories in a way that would promote them in a

thesis whose aim is to provide a record of scientific and academic research.
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3.11 Conclusion

This chapter has explained in detail the research methodology adopted for the study,
which predominately adhered to a post-positivist research paradigm. The survey method

was adopted for the main empirical study.

For the main survey, the target population was SMEs in the Jordanian communications
sector. The definition of SMEs adopted by this study was based on that of small and
medium-sized firms used by the MICT of “10-250 employees”. The sampling was
obtained from Jordanian Ministry of Communication. All companies in the sampling
were surveyed. The survey instrument as well as the delivery and collection of
questionnaires was piloted and pre-tested. The response rate to the survey was 86 per
cent (306 returns, of which 301 were usable). The advantages of using the research
instrument were evaluated and the rationale for selecting this research instrument

justified.

The questionnaire employed closed questions, which forced respondents to agree or
disagree with specific e-business applications, enablers and barriers. Key issues relating
to validity and reliability were reviewed. The chapter concluded with a detailed

overview of the advantages and disadvantages of the survey methods.
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CHAPTER 4

RESEARCH FRAMEWORK

4.1 Introduction

Based on the review of background literature on the nature of e-business adoption by
SMEs, a number of factors that will determine such adoption have been identified. This
chapter explores the research that has been conducted and will identify current gaps by

considering empirical contributions.

Researchers in developed and developing countries who have studied e-business
adoption by SMEs have identified a number of empirical contributions relating to

enablers and inhibitors.

This study explores the nature of the adoption of B2C e-business by SMEs in the
communication sector in the stages of e-business applications adopted. This adoption is
examined from three perspectives: the organizational size, the enablers motivating such
adoption, and the barriers inhibiting it. In order to operational these three dimensions,
the relationships between them, and stages of growth will be tested. This will provide a

rich picture of the nature of e-business adoption.
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4.2 A review of the stage models of SMEs’ adoption of e-business

Various models are used by different commentators, a contrasting selection of which is
now presented to demonstrate that they actually represent similar ideas. This section
discusses the literature on the most well-known stage models; it points out some
shortcomings in these maturity models, and suggests a new model that attempts to

provide a standard characterization of the features common to each stage.

A review of the literature relating to the subject of this study shows that studies
typically proceed in a set of sequential stages conducted by Burgess and Cooper (1998),
Earl (2000), Daniel (2002), Parish et al (2002), Rao et al (2003) and Teo and Pian
(2004a). These studies have recognized the e-business applications commonly adopted
by organizations such as SMEs. The staged models developed in previous studies were
found to be simplistic, because many SMEs never reach the advanced stages (Levy et al,
2005; Mendo and Fitzegrald, 2005; Kapurubandara and Lawson, 2009; Mendo et al
2009; MacGregar and Kartiwi, 2010). It suggests that the higher the stages that a
business reaches the greater will be the benefits obtained. These models help us develop
an understanding of the various processes that are used to improve and maintain the

adoption of e-business.

Burgess and Cooper (1998) have proposed a three-stage model:

1. Promotion is the provision of basic information, such as products and services,
through the internet

2. Provision, which involves emails for communication as well as online enquiry

3. Processing, this entails most online business activities such as sales, payment and
ordering.

These three stages are similar to the idea behind Daniel et al’s (2002) model, as the
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initial one in both cases focuses on sharing business information and maintaining

business relationships. Daniel’s adoption model, however, is in four stages:

1.

Development in the form of email communication with customers and suppliers and
the provision of information about the company, its products and its services is the
basis of operational e-commerce service

Communication at this stage uses email to communicate with customers and
suppliers for more extensive electronic document exchange and design

Web Presence, which adds electronic order making and receipt

Transactions entails the whole process, including payment receipt, ordering and

digital delivery of goods

This model specifies email as the initial stage because it is considered as the most basic

and convenient method of adopting business practices. The first three stages of this

model coincide with Burgess and Cooper’s model (1998).

Rao et als’ model (2003) also proposes four stages, but these highlight the evolutionary

nature of e-business development for SMEs:

1.

Presence: the company has established a website that provides information about its
products and services, as well as primary one-way communication for any contact
information

Portals: the introduction of two-way communication, the placing of orders by
customers or suppliers, and the use of profiles and cookies. At this stage no financial
transactions are conducted.

Transaction integration: financial transactions are introduced at this stage, with

the important characteristic that interaction can be for selling as well buying.

4. Enterprise integration: this stage is characteristized by high levels of collaboration
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between customers and suppliers. This stage includes full integration of B2B, B2C and

supply chain

The first three stages of Rao et als’ (2003) model coincides with those of the previous

two, while the fourth one corresponds to Teo and Pian’s (2004a) five-stage model:

1. No website; email only: the firm only has an email account that they use to
establish connectivity with customers and business partners

2. Web presence: a website of a non-strategic nature providing information and
brochures is added at this stage

3. Prospecting: this involves limited use of the internet. Most companies at this level
establish websites to provide customers with product information such as news and
events, and with email support

4. Business integration: web adoption is incorporated into the business model and
business processes are integrated

5. Business transformation: the highest level of web adoption. It will transform the
overall organizational business model from top to bottom

Teo and Pian’s five stages can be grouped into informational and transactional

categories. The first three stages focus more on information distribution, and can thus be

characterised as informational. The last two, by contrast, can be classified as

transactional, because they involve online transactions.

e Earl (2000) constructs a six-stage model:

1. External communications which focuses on Internet communication, and involves
the realisation that the Internet is a potential channel for communication to external
stakeholders such as investors, analysts, customers, potential recruits and suppliers.

2.Internal communications, characterized by website development. Management at
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this stage is controlled by IT professionals, and the Internet is perceived more as a

technological solution than as a business opportunity

3. E-commerce, which involves activities such as online buying and selling

4, E-business adds key capabilities. Untested business models are created, but many
problems must be dealt with, such as products not arriving on time and an inability to
track the status of orders.

5. E-enterprise, in which companies are able to identify and eliminate inefficient
processes that prevent the implementation of new business models.

6. Transformation, in which the new business and management solutions required for

the e-enterprise are embedded.

Earl’s model is highly comprehensive, incorporating all the stages of previous models

but with particularly emphasis on its last stage involving business transformation.
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The conclusions to be drawn from this table are

1. Information and communication are the main business processes at the early stages
in order to disseminate information about the organization’s products, services,
policies and corporate mission to internal and external parties before conducting
trade over the internet.

2. These models all examine the patterns and the extent of Internet adoption from the
first stages to full implementation or integration of e-commerce with the rest of the
organization’s systems in order to establish linkages with internal and external

parties.

3. Cost, technological demands and complexity increase in the later stages of adoption
because of the technological demands for organizations to integrate e-business

applications with their back-office operations.

Past research shows that there is no consensus between descriptions of the nature of e-
business adoption, although characterisations of the process that are based on activities
conducted over the internet provide useful indicators for such descriptions. Also, these
models only identify which functions are being adopted, but do not reflect the extent to

which they are implemented or used.

In order to compare these models, six separate stages have been synthesised from
previous models. These stages bear some resemblance to those presented in the study,
which will subsequently be used as a basis for classification of previous models. This
model provides a basis on which to understand how businesses progresses from
relatively simple to more complex e-business activities. In Jordan, however, where

development of e-business is relatively limited and in its infancy, the present study uses
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a synthesised six-stage model. This model will be used in Chapter Five to evaluate e-
business growth in the context of research. The six stages of this synthesized model are

as follows:

1- Email exchange: this adopts a basic communication perspective compared to the
other stages. It concerns itself mostly with developing email communication with
customers and suppliers. Organizations use email to establish connectivity with
customers and business partners. At this stage it is used to send or receive message and
files using the Internet. The low cost advantage of email encourages its use for business
communication and document transfer regardless of geographical boundaries. The
website contains basic information and brochures about the organization at this stage, as

well as contact numbers and locations.

2- Information exchange: the homepage is developed to enable the exchange of
information about the company and it is products via email. Extensive organizational
and, product information and personalized content are added. This stage also allows the

possibility of downloading order forms online and emailing them.

3- Web presence: this incorporates sees the website provide details of products and
services, and prices and availability, as well as enabling financial transactions and
online ordering and payment. This stage makes it convenient for customers to order
products or services and transactions online.

4- Transactions: this stage adds requests and delivery and tracking of goods. It could
consist of two levels; one-way interaction, in which there is a request or inquiry from
customers via email, and two-way interaction in which such a request is answered by

the organization. Customers at this stage can track orders online 24 hours.
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5- Personalisation: the website provides extensive information and targets customers
with product information, newsletters, events and individual interest as well as offering
services or further assistance to potential customers via a personalised front end to the

website.

6- Integration: business processes are fully integrated to the extent that business
conducted in the traditional manner is indistinguishable from online business.
Collaboration between customers and suppliers is at a high level. Processes are fully
integrated into the business model. This stage also utilizes e-business systems to
practise Customer Relationship Management (CRM) and Supply Chain Management

(SCM).

It is obvious from this explanation that the six stage model functions as a paradigm that
can describe the evolving stages of e-business, since each stage is characterised by a
range of features as shown in Table 4.2. The model can be used to assess the adoption
of e-business by SMEs and to give a comprehensive idea of what e-business looks like

at each stage.

In this study these stages are synthesized and integrated into the model as shown in

Table 4.2, which provides a basis for understanding how e-businesses progress from the

simpler, lower levels to the higher, more complex ones.
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tage 1
Email exchange

& | g

Information about the business
Communication via email

Stage 2
Information exchange

Information about products and
services
Email form for ordering

Stage 3
Web presence

Online ordering and billing
Online payment

Stage 4 Online order tracking

Transaction Online enquiries

Stage 5 Targeting customers
Personalisation Personalised promotion

Stage 6 Integration of e-processes into the
Integration business

Integration of business model

Table 4.2: Summary of the six-stage model

Given that aim of this research is to investigate the relationship between the stages of e-

business, organization size, enablers and barriers, the stages of growth in e-business

(Table 4.2) can be used to further formulate the first research question:

Research Question 1

Identify the pattern of adoption of e-business by SMEs in the

telecommunications sector related to the stages of growth?
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4.3 Organizational size

Organizational size by number of employees is the most common characteristic used in
the literature to determine the level of growth of e-business adoption (Fallon and
Moran, 2000; Teo and Pian, 2004b; Jeyaraj et al, 2006; MacGregor and Vrazalic, 2008;
Cheong et al, 2009; Zeng et al, 2009). El-Nawawy and Ismail (1999) find that one of the
main factors contributing to the adoption of e-business in Egypt is business size; their
results reveal that there is correlation between the stages of e-business and business size.
Raymond (2001) considers that SMEs are perceived as more innovative and quick to

change than larger organizations, precisely because of their size.

Organizational size is the most common characteristic used by researchers to discover
the relationship between company size and the adoption of e-business technology (Al-
Qirim, 2005, Cheong et al, 2009). The larger firms are more likely to adopt e-business
technology, invest more money in website development and develop websites earlier

than are smaller organizations (Teo and Pian, 2004a ; MacGregor and Vrazalic, 2008)

Grandon and Pearson (2004) detect a significant relationship between business size (in
terms of number of employees) and e-business adoption in their survey of e-business
adoption by SMEs in the USA, and MacGregor and Vrazalic (2008) observe that the
sizes of SMEs in term of numbers of employees appears to have a bearing on the
importance of the level of adoption and implementation of e-business. Teo and Pian
(2004b) show that the smaller the organization, the more likely it is to be at a lower
level of e-business. It is obviously a common perception that organizational size can be
related to the stages of adoption of e-business practices.

These arguments will help formulate the second research question, developed from the
previous discussion of organizational size:
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Research Question 2

Determine the distribution for various size of SMEs e-business in Jordan?

4.4 Enablers related to e-business

The background literature, discussed in Chapter Two, identified some of the factors that
motivate e-business adoption by SMEs in developed and developing countries
(Pflughoeft et al, 2003; Al-Qirim, 2005; Pearson and Grandon, 2004; Jennax et al, 2004;
Levy et al, 2005; Stockdale and Standing, 2004) and also provided evidence of a

relationship between e-business enablers with the level of this adoption.

Seyal et al (2004) find that government support and incentives are significant in
influencing the adoption of e-business by SMEs in Pakistan. Pearson and Grandon
(2004) discern managerial support, compatibility and external pressure to be the main
enablers of e-business adoption by SMEs, for Chen’s (2004) Taiwanese study they are
reduced costs and increase sales, and for New Zealand SMEs Al-Qirim (2005-2007b)
sees manager support in the same light, while playing down the importance of pressure

from suppliers and buyers.

More recently, in a survey conducted in Germany, the US, France and Denmark, Beck
et al (2005) point out that improved customer service and increased sales, are the main
enablers of e-business adoption. Kaynak et al (2005) suggest that reaching new
customers and markets and reducing costs are the most important enablers, while
increased sales, time savings and customer satisfaction are of no significant for
motivating the adoption of e-business by SMEs in Turkey. A qualitative study by
Stockdale and Standing (2004) investigating enablers and barriers finds that owner/

manager support and government initiatives are the crucial motivators in this regard.
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Chong and Pervan’s (2007) survey of Australian SMEs shows that competitive pressure
and government initiatives are the most significant factors determining the extent and
deployment of e-business adoption there, followed by the opening of new markets and
the reduction of costs, while organizational factors played no role whatsoever. Chen and
McQueen’s (2008) investigation of the motivators and inhibitors affecting e-business
adoption by SMEs in New Zealand also see owner/manager support and external
pressure in the form of competitors, trading partners, the improvement of customer
relations and efficiency, the expansion of the customer base and time savings, as the
most important motivators, while saving communication costs, improving customer
satisfaction and coordination with suppliers are of no importance. They also point out

that owner/managers are the most significant players driving such adoption.

Scupola’s (2009) survey of SMEs in Denmark and Australia indicates that top
management support (including CEOs) is the most significant enabler in both countries;
the next most important are employees’ IS knowledge and pressure from customers.
The survey finds competitor and supplier pressure to be of no great significance,
however. The role of government incentives is of great weight for Australian SMEs, but
did not feature for Danish ones. A number of researchers (Grandon and Pearson, 2004;
Raymond et al, 2001) divide e-business enablers into four groups: activity enablers,
managerial enablers, competitive enablers and organizational enablers. For Drew (2003)
and Keoy et al (2006), however, there are only two: external and internal.

The present study aims to explore the motivation for e-business adoption by Jordanian
SMEs in the communications sector. In order to group the characteristics of such
enablers, the present author proposes different classification built on the findings of the
literature review and related to the Jordanian context. He suggests three categories:

market enablers, external enablers and organizational enablers. Table 4.3 summarises
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these. This supports a focus on the factors chosen for this investigation and provides a
rational attempting to identify which of these factors are significant. The focus leads to

the following research question:

Research Question 3

Identify the significant enablers of e-business adoption by SMEs

in Jordan?

Reaching new customers Kaynak et al, 2005; Chen and McQueen, 2008

Enhancing customer/suppliers Chen and McQueen, 2008

relation

Entering new markets Levy et al., 2005; Kaynak et al, 2005; Chong
and Pervan, 2007

Enhancign customer service Beack et al, 2005

External Enablers

Customer demand Scupola, 2009

Supplier request Pearson and Grandon, 2004

Competitive pressure Chong and Pervan,2007; Chen and McQueen,
Government incentives 322:1 et al, 2004; Stockdale and Standing, 2004;

Chong and Pervan, 2007; Scupola, 2009

Organizational Enablers

Reducing costs Chen, 2004; Kaynak et al, 200; Chong and
Pervan, 2007
Management support Pearson and Grandon, 2004; Al-Qirim ,

2005/2007b; Stockdale and Standing, 2004;
Chen and McQueen, 2008; Scupola 2009

Enhanced revenue Chen, 2004; Beck et al, 2005

Table 4.3 A summary of the three dimensions of e-business enabler
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4.5 Barriers related to e-business

SMEs report a range of barriers that they perceive to be detrimental to their attempts to
access e-business markets (OECD, 2006, 2004). Several researchers also find that e-
business adoption by SMEs is still at a low level (Kapurubandara and Lawson, 2006,

2009; Pavic et al, 2007 Al-Qirim, 2007b; Scopla, 2009; Mendo et al 2009;).

Chapter Two discussed the literature on e-business barriers. Researchers have found
evidence that there is a relationship between such barriers and the adoption of e-
business, especially by SMEs. Cloete et als’ (2002) survey of SMEs in South Africa
reveals a number of perceived barriers to e-business including security and legal issues
and a lack of IT skills are the major factors inhibiting the adoption. Another finding by
Lawson et al’ (2003) quantitative study to determine the main factors affecting e-
business adoption by Australian SMEs finds that security is the greatest barrier,
followed by cost and the lack of government initiatives. This is supported by a more
recent study by Asing-Cashman et al, (2004) investigating the levels of e-business
adoption by Malaysian SMEs. They show that lack of security, high cost of
implementation and the lack of expertise staff, in that order, are the major inhibitors.
The OECD’s (2004) report on SMEs in 19 European countries shows that the
unsuitability of the Internet and e-business and the lack of IT skills are the main barriers
there, but security issues were of no consequence. Chen’s (2004) survey of e-business
adoption by SMEs of less than 250 employees in Taiwan finds a number of barriers,
with cost and the lack of IT skills being the two foremost.

Wymer and Regan (2005) find that US SMEs regard the cost of implementation,
security and government rules and regulations to be respectively the three most
important barriers. According to Levy et al, (2005), UK SMEs see concern about the
risk of fraud (i.e. security) and the costs of technology are the most significant barriers,
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while lack of management support and employee expertise is of no significance.
MacGregor and Vrazalic (2005) find that the greatest barriers among Swedish SMEs are
the unsuitability of e-business for a company’s products and services, but other factors
such as security issues, the high costs of investment and the lack of knowledge did not
figure. Kartiwi and MacGregor (2007) similarly find that Swedish and Indonesian
SMEs see unsuitability as a barrier, as well as lack of technical knowledge, security and
the time to implement such solutions. Kapurubandara’s and Lawson (2006) survey of
Sri Lankan SMEs puts political barriers and lack of skills at the top of the list, while
Chen and McQueen’s (2008) qualitative study of New Zealand SMEs highlights the
inhibitory aspects of security issues, costs of implementation and insufficiency of
customer access to the Internet as acting to curb the growth of e-business uptake more

than other factors such as lack of skills and compatibility.

To classify the characteristics of barriers, the present author has proposed different
classificatory techniques. Based on the literature review, a model that modifies those of
Kuan and Chau (2001), Zhu et al (2003), Wymer and Regan (2005), Del-Aguila and
Melendez (2006) and Kapurubandara and lawson (2006) has been develops the three
categories of technological, organizational and external barriers. Technological barriers
are subcategorized into security issues, costs of implementation and network quality.
Organizational barriers are classified into unsuitability, lack of expert staff and lack of
time for implementation, while external barriers comprise low use by customers and
suppliers, the stability of government policy, a concern for the cultural environment,
and legal and regulatory barriers. The results of the literature review regarding business

barriers are shown in Table 4.4.
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Security issues

Lawson et al 2003 ; e 1, 25; é ﬁd eah;
Kapurubandara and Lawson, 2006; Kartiwi and Macgregor 2007; Chen

and McQueen 2008

Cost of implementation

Levy et al, 2005; Wymer and Regan 2005; Kartiwi and Macgregor

2007; Chen and McQueen 2008

Network quality

Kapurubandara and Lawson 2006

Organizational Barriers

Unsuitability for business

OECD 2004; MacGregor and Vrazalic, 2005; Kapurubandara and

Lawson 2006 ; Kartiwi and MacGregor 2007

Lack of expert staff

Cloete et al 2002; OECD 2004; Chen 2004; Asing- Cashman et al 2004,

Kapurubandara and Lawson 2006; Kartiwi and MacGregor 2007

Lack of time for

implementation

Kartiwi and MacGregor 2007

External Barriers

Low use by customers

Chen and McQueen 2008

Stability of Government

policy

Lawson et al 2003; Wymer and Regan 2005; Kapurubandara and

Lawson 2006

Concern for the cultural

Kapurubandara and Lawson 2006

environment
Legal and regulatory Cloete et al 2002; Wymer and Regan 2005; Kapurubandara and Lawson
environment 2006

Table 4.4: A summary the three dimensions of e-business barrier

These factors would inform the fourth research question, developed from the discussion

of barriers:

Research Question 4

Identify the significant barriers to e-business adoption by SMEs “in Jordan?
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The purposes of the present research clearly demands exploration of the parried
relationships between these four factors. This raises several possibilities, of which three
are meaningful for this study. The following research questions are thus generated by

the previous discussion:

Research Question 5
Is there any significant relationship between the stages of growth of e-business

and e-business enablers?

Research Question 6
Is there any significant relationship between the stages of growth of e-business

and e-business barriers?
Research Question 7
Is there any significant relationship between the stages of growth of e-business

with organizational size in terms of number of employees?

The theoretical framework shown in Fig.4.1 was developed as a result of the literature

review.
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RQ3

Identify
the significant
enablers

Relationship
between enablers
and stages of

growth Identify
the pattern of stages
of growth
Relationship
between barriers
and stage of
growth
A
Relationship
4> between size and
Identify stage of growth
the significant
barriers
Determine the B /
distribution of Vs RQ%N@
SMES’ sizes if% - #
/'y
RQ4 RQ

Figure 4.1 Theoretical framework
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4.6 Conclusion

This chapter has discussed the research framework and its components. Seven research
questions have been identified, formulated research model to investigate those that are

seen as influencing the adoption of e-business.

Research questions have been proposed to investigate which factors determine the
successful implementation of e-business systems in Jordanian SMEs. This chapter
formulated the research questions related to each of four areas of research: stages of
growth, organizational size, enablers and barriers. A rationale was presented for each
research question based on previous research. A conceptual framework was developed
as a result of the extensive review of the literature on existing frameworks and the

research questions. Fig. 4.1 summarises the results of this process.

The next chapter explores the current stages of e-business adoption and the related

enablers and barriers by analysing the questionnaire used to identify the stages of

adoption and the factors involved.
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CHAPTER 5

INTERPRETATION OF RESULTS

5.1 Introduction.

This chapter describes in detail the findings of the fieldwork, analyzes the data gathered
from the respondents’ perspectives and interprets the results to provide answers to the

research questions posed in Chapter Four.

The analysis has been conducted in three phases. The first involves examining the
respondents’ demographics in terms of personal details, organisational details, and the
proposed six-stage model in relation to the sizes of the organisations; these are
presented in Sections 5.2 to 5.5. The second phase determines whether there is a three-
factor structure as the literature and the proposed model suggests for both enablers and
barriers; the result is presented in Section 5.6. The final phase involves a detailed
examination of the relationship between the key factors of growth stages, barriers and

enablers, and organisational size; these are detailed in Section 5 .9.

The survey administration was finalized in August 2008, 14 weeks after the initial
distribution of questionnaires. A total of 350 potential respondents from the various
sampling frames discussed earlier were eventually identified and targeted for the survey.

A total of 306 questionnaires were returned, of which 301 were useable.

The rate of response for questionnaires is not easy to anticipate or to control. Walliman
(2006) characterizes a response rate of over 85 per cent as excellent, 70-85 per cent as
very good, 60-70 per cent as acceptable, 50-60 per cent as barely acceptable and less

than 50 per cent as unacceptable. The pattern of non-response can have a serious effect
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on the validity of the sample. Fortunately the response rate in the present case translates
87 per cent, with a usable response rate of 86 per cent. This represents a relatively high

response rate, and ranks as “excellent” on Walliman’s scale.

The overall response rate was lower than the 90 per cent achieved by Hjouj- Btoush
(2009) in his study on the evaluation of e-government services in Jordan, but higher
than the 76.6 per cent obtained by Adaileh (2003) in his study in Jordan. The responses
from the pilot study were not included in the final total of returns. This clearly
represents an excellent overall response, comparable to those achieved by other surveys

conducted in Jordan.

5.2 Respondents’ demographic profiles

This section describes the participants’ backgrounds. Analysis was carried out through

the use of descriptive data analysis involving percentage distribution.

5.2.1 Respondents’ genders

Respondents were asked to provide information pertaining to their gender. Both males
and females took an active part in this study. It can be seen from table that the division
of responses of male to female was approximately two thirds to one third respectively.
This ratio was comparable to that of Hjooj- Btoush (2009) in his study on the evaluation
of e-government services in Jordan, by lower than those of Aldojan (2007) and Adaileh

(2003).Table 5.1 shows the distribution of the sample.
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Male 68.1

Female 31.9

Total 100

Table 5.1 Sample distribution according to gender

5.2.2 Respondents’ ages

Respondents were asked to state their ages. The resulting profile is shown in Table 5.2.
The research is representative of Jordan in this respect because, like the sample, nearly
two thirds of the population is 30-39 years old. About a fifth (18.6 per cent) of
respondents were between 20 and 29, while approximately half of them (43.9 per cent)
were aged 30-39 and more than a third (37.5 per cent) more than 40. The Fig. of 43.9
per cent for the most common age group of 30-39 is similar to that of Hjouj-Btoush’s
(2009) 36.8 per cent, and to the 40.6 per cent obtained by Adaileh (2003). Table 5;2

shows the distribution according to age.
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20-29 18.6
30-39 43.9
40-49 15.9
50-59 14.3
Over 60 7.3
Total 100

Table 5.2 Sample distribution according to age

5.2.3 Respondents’ experience

Table 5.3 below shows that more than half of respondents (51.2 per cent) had between
six and ten years’ experience. This could indicate that more of the younger generation
than the older are SMEs managers. The results are not surprising, considering that
approximately 65 per cent of the population in Jordan consists of young people. Indeed,
the results show that around a quarter of the respondents have between one and five
years’ experience. These findings are in line with those of Aldojan (2007) and Hjouj-
Btoush (2009). The result implies that most of the responding SMEs have experienced
staff, which can be explained by the attractive working conditions for qualified
employees in the private sector. The results also provide evidence that the majority of

respondents have IT experience. The results are shown in Table 5.3.
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6-10 years 51.2

10-15 years 10.3
16-20 years 7.3
Over 20 years 8.6
Total 100

Table 5.3 Sample distribution according to length of experience

5.2.4 Respondents’ educational levels

Each respondent was asked to provide information about their education background.
About a third of the respondents had college and school education, while the smallest
group, just under half, had postgraduate qualifications. These results reflect those of
Hjouj-Btoush (2009), more than half of whose respondents had undergraduate degrees.
These figures in both studies are higher than Al-Hayari’s (2009) at 43.0 per cent but
lower than the 61.9 per cent obtained by Adaileh (2003). This profile strongly suggests

that SMEs in Jordan are increaSingly run by graduates. The result shows in Table 5.4.
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High school and college 33.2
Undergraduate 49.2
Postgraduate 17.6
Total 100

Table 5.4 Respondents’ educational levels

5.2.5 Respondents’ IT training

The results show that most organizations made an effort to improve employee’s skills.
The findings showed that the majority of the respondents, nearly three-quarters (74.4
per cent) had already received IT training. This implied that managers had been trained
in the use of IT, but also led to the conclusion that some SMEs have yet to play a
significant role in providing IT training to their managers. The results provide evidence
that the majority of top and middle managers in the sample had been trained in IT.

Table 5.5 shows the results.

Yes 74.4
No 25.6
Total 100

Table 5.5 Respondents’ IT training
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These findings can be summarized thus: about two thirds of respondents were male,
nearly three quarters were under the age of 40 and had been trained in IT, and half had
undergraduate qualifications with 6-10 years’ experience in e-business.  This

distribution is comparable to other surveys conducted in Jordan.

5.3 Organizational profiles

This section provides background information on the SMEs whose staff participates in
the survey. It includes the number of employees, turnover, source of motivation of e-

business use and the year each organization was established.

Number of employees

Among researchers, the most popular measure of organizational size is the number of
employees. For the present sample, this ranges from 10 to 250, a range adapted from the
definition by Jordan’s Ministry of Trade and Industry. This factor was chosen for the
conceptual framework as one of those associated with the adoption of e-business. The
importance of this factor will be considered in the discussion of the second research

question later in this chapter.

5.3.1 Annual turnover

Table 5.6 presents the annual turnovers of the respondents’ organizations. It can be
observed that the turnover of about four fifths of responding SMEs is more than
JD250,000; that of the remaining fifth is less than JD250,000. This finding supports the
size of the responding SMEs and the higher proportion of the sample are medium-
sizedSMEs with annual turnover more than half a million. Table 5.6 shows the

organizations’ turnovers.
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Up to 100,000JD . 6.0
100,000-250,000 JD 143
250,000-500,000 JD 322
Over 500,000 JD 475
Total 100

Table 5.6 Organizations’ annual turnovers

5.3.2. Organizations’ ages

More than two-thirds of the SMEs who provided respondents had been operating for
less than 10 years. Only a fifth (20.9 per cent) had been operating from 11 to 15 years,
and even fewer (about tenth) for more than 15. Thus, almost all the respondent SMEs
(90 per cent) had been operating for less than 15 years. The result implies that most of
them are still new, which is understandable given that Jordan is a small, developing
resource-poor country that has only recently adopted the new technology (Al-Qirim,

2007a). The results are shown in Table 5.7.
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Less than 5 years | 39.9
6-10 years 28.2
11-15 years 20.9
Over 15 years 11.0
Total 100

Table 5.7 Organizational ages

5.3.3 Sources of motivation for the adoption of e-business

The results show various such sources. Overall, it can be observed that more than half
(54.5 per cent) of the responding SMEs agree that top management is the main source
for motivation, whilst a very small percentage thought that employees. About a third of
SMEs thought their business partners to be the main source for motivating. This finding
support previous study by Al-Qirim (2007b) and Besheshti and Sangari (2007), who
find that the top management is clearly the most influential motivator. The results are

shown in Table 5.8.
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Top Management/ CEO 54.5
Employees 33
Customer 9.0
Supplier 6.3
Business partner 26.9
Total 100

Table 5.8 Source of motivation for e-business adoption

This previous discussion presents the analysis of SMEs’ responses. The results are that
the significant majority, over 90 per cent, of the respondents SMEs were medium-sized
(between 50-250 employees), and four fifths of them had more than JD250,000
turnover; more than two third had been operating between one and ten years.
Interestingly, top management were found to be the main motivator of adoption of e-
business in SMEs. This implies that the majority of SMEs are motivated by top
management to adopt new technology. This finding echoes previous studies conducted
by Gilmore et al (2001), Kapurubandara and Lawson (2009), Scupola (2009) and
Ramdani et al (2009), all of whom found that decisions adopt are usually made by

managers or Oowners.
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