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ABSTRACT

The objective of the study was to identify the factors that influence the adoption of e-

commerce by the Small and Medium Enterprises (SMEs) in Batticaloa.

The study population comprised of all SME's with formal premises registered in the

Batticaloa District. The main source of data was primary data. The primary data

collection instrument was a structured questionnaire with both open and close ended

questions developed by the researcher. The structured questionnaire was administered

with the business owners or the managers of the businesses.

The data collected was anilyzed using the factor analysis descriptive survey design,

method to determine the combination of factors that were most appealing to SME's

managers or owncrs. The collected data were analyzedby using univariate, bivariate

and multivariate analysis in a computer based Statistical Package for the Social

Science 22tn version software.

Based on the findings, the study concludes that E-Commerce barriers, Adoption of E-

Commerce by the SME's are at high level. As well, there are significant and strong

negative relationships E-Commerce barriers, Adoption of E-Commerce by the

SME's. This study showed that all these barriers carried an average influence on E-

Commerce adoption. The most important factor barriers of e-commerce adoption are

legal and regulatory barriers followed by technical barriers, whereas lack of internet

security is the highest barrier factor that inhibits the implementation of E-Commerce

in SMEs followed by the requirement to undertake additional training and skill

development. Owners' innovativeness, owners' IT ability and owners' IT experience

are the determinant factors that influence SMEs in their adopting ecommerce. SMEs,

are forced to adopt e-commerce. Non-adopters will be left behind by the adopters.
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Technical Barriers, Legal and Regulatory Barriers, Political Barriers, Adoption of E-

Commerce



111



2.4.3 Technical Barriers.................................. 1.................................. 15

2.4.4Legal & Regulatory Barriers .................................. 15

2.4.5Political Barriers................ ................... 16

2.5 Adoption of E- Commerce by SME's..............:... ......... 16

2.6 Theories Support to The Study........ ............17

2.6.1 Resource Based Theory (RBT)....... ..:..................... 18

2.6.2Diffvsion of Innovation Theory (DOI) ................... 18

2.7 The Relationship Between E-Commerce Organtzational Barriers and Adoption

of E-Commerce by the SME's ........ 19

2.8 The Relationship Between E-Commerce Financial Barriers in SME's and

Adoption of E-Commerce by the SME's .......... 19

2.9 The Relationship Between E-Commerce Technical Barriers in SME's and

Adoption of E-Commerce by the SME's...............:.. .t........20

2.10 The Relationship Between E-Commerce Legal & Regulatory Barriers and

Adoption of E-Commerce by the SME's ..........21

2.ll The Relationship Between E-Commerce Political Barriers in SME's and

Adoption of E-Commerce by the SME's ..........22

2.12 The Relationship Between E-Commerce Barriers in SME's and Adoption of

E-Commerce by the SME's .............23

2.13 Chapter Summary ....................23

Chapter-3.......:......... ............24

CONCEPTAALIZATION AND OPERATIONALIZATION ............24

3.1 Introduction......... ....24

3.2 Conceptualization ....24

3.3 Conceptual Framework......... ....24

3.4DefinitionofVariables.'...........:..'..........

3.4.1 Barriers to E-commerce Adoption SME's... ...........25

3.4.l.l Organizational Barriers................ ....................26

1V





4.14 Pilot Study .............41

4.15 Validity and Reliability of Instrument............ ............42

4.16 Unit of Data Analysis... ...........42

4.17 Methods of Data Analysis .......43

4.18 Methods of Data Evaluation ...................... 43

4.18.1 Univariate Analysis and Evaluation............ .........43

4.18.1.1 Mean ........43

4.18.1.2 Standard Deviation.. .....................44

4.18.2 Bivariate Analysis... ..........44

4.18.2.1 Correlation Analysis .................... 44

4.19 Method of Data Presentation............... ......45

4.lglPresentation of Demographical Factors..... ...........45

4.19.2 Presentation of Research Information............ ......46

4.20 Testing Hypotheses.............. .....................46

4.2I Chapter Summary ....................47

Chapter-S ............48

DATA PRESENTATION AND ANALYSIS............... ........48

5.1 Introduction......... ....48
t

5.2 Reliability of Instruments........... .................48

vl



5.3.7 Operation Age of the Business ..........'..52

5.4DataPresentation and Analysis of Research Objectives..............................'..'. 53

5.4.1 Univariate Analysis: Objective 1............. ...............53

5.4.I|Identify the level of E-commerce barriers and Its Dimensions ........... 53

5.4.1.2ldentify the Level of Adoption of E-Commerce by SME's................. 58

5,4.2 Biv uiate Analysis : Obj ectiv e 2 .,...........

5.4.2.1 The Correlation Coefficient between E-Commerce Ba:riers

Dimensions and Adoption of E-Commerce. ................ 60

5.4.2.1 1 The Correlation Coefficient between Organtzational Barriers and

Adoption of E-Commerce.......... ............ 60

5.4.2.I.2 The Correlation Coefficient between Financial Barriers and

Adoption of E-Commerce.......... .......'.... 60

5.4.2.1.3 The Correlation Coefficient between Technical Barriers and

Adoption of E-Commerce............ .'.'.....-61

5.4.2.1.4 The Correlation Coefficient between Legal & Regulatory and

Adoption of E-Commerce.......... ...........- 61

5.4.2.1.5 The Correlation Coefficient between Political Barriers and

Adoption of E-Commerce. .........

5.4.2.2 The Correlation Coefficient between E-Commerce Barriers and

Adoption of E-Commerce........... .............--62

5.4.2.3 Hypotheses Testing... ......'.'..........-.62

5.4.3 Objective three.. .'................ 65

5.4.3.1 Simple Regression between E-Commerce Orgartizational Barriers and

Adoption of E-Commerce........... ............'-.66

5.4.3.2 Simple Regression between E-Commerce Financial Barriers and

Adoption of E-Commerce........... .............-.67

5.4.3.3 Simple Regression between E-Commerce Technical Barriers and

Adoption of E-Commerce........... ............... 69

vl1



5.4.3.4 Simple Regression between E-Commerce Legal & Regulatory Barriers

l,:.: and Adoption of E-Commerce ...................70

I 5.4.3.5 Simple Regression between E-Commerce Political Barriers and

. Adoption of E-Commerce ........72

: 5.4.3.6 Multiple Regression for E-Commerce Organizational Barriers, E-

o Commerce Financial Barriers, E-Commerce Technical Barriers, E-Commerce

', Legal & Regulatory Barriers, E-Commerce Political Ba:riers and Adoption of

6.1 Introduction........... ....................76

6.2 Personal Information............. ....76

6.2.1 Gender ..............

6.2.2 Age Level .......--76

6.2.3 Academic Qualification..... .-....'-...........77

6.2.4 Occupationa11eve1......... .-...77

6.2.5 Type of Business ............... .........-.......--77

6.2.6 Number of Employees ........77

6.2.7 Operction Age of the Business ...........--77

6.3 Discussion of Research Information .......'.

6.3.1 Discussion for Objective One........... ..-.78

6.3.1.1E-Commerce Organizational Barriers..... .........78

6.3.1.2 E-Commerce Financial Ba:riers ....79

6.3.1.3 E-Commerce Technical Barriers. ..................... 80

6.3.1.4 E-Commerce Legal & Regulatory Barriers .'... 80

6.3.1.5 E-Commerce Political Barriers ...... 81

6.3.I.6Adoption of E-Commerce........... ....'..'............. 82

vl11



6.3.2 Discussion - Objective Two ......... ........ 83

6.3.2.1 Relationship between E-Commerce Organizational Ba:riers and

Adoption of E-Commerce........... ............... 83

6.3.2.2 Relationship between E-Commerce Financial Barriers and Adoption of

E-Commerce............. ............... 83

6.3.2.3 Relationship between E-Commerce Technical Barriers and Adoption of
' E-Commerce.......... .....i............ .................. 84

6.3.2.4 Relationship between E-Commerce Legal& Regulatory Barriers and

Adoption of E-Commerce........... ............... 84

6.3.2.5 Relationship between E-Commerce Political Barriers and Adoption of

E-Commerce............. ..'............ 84

6.3.2.6 Relationship between E-Commerce Barriers and Adoption of E-

Commerce ..............85

6.3.3 Discussion - Objective Three ............... 85

i CoNCLUSIONS AIID RECOMMENDATIONS............ -....87

:;, 7.3 Contributions of the Study .'.'.... 88

-t\i' T.4Recommendations of the Study........ ...'.......89

T.SLinitations of the Study........ .... 90

7.6 Directions for Future Research ...............'... 90

7.7 Chapter Summary.................... ....................90

LIST OF'REFERENCES.

APPENDIX-A QUESTIONNATRE IN ENGLTSH ............ 101

APPENDIX-A QUESTIONNAIRE IN TAMIL.....

IX



LIST OF TABLES

2.1: Defining SME's in Sri Lanka ...... ... 11

3.1: OperationalizatronFramework ......31

4.1: Constructs Used forthis Research ................40

'able 4.2: Method of Measuring Research Information ... 40

$fuUf" 4.3: Reliability Test Results for Pilot Test. . .. .. . . .....41

.Table 4.4: Decision Rule for Reliability Analysis..... ----...42

,Table 4.5: Decision Criteria of E-commerce barriers... .. .....44

, f*t" 4.6: Decision Criteria of Adoption of E-Commerce by SME's. . ' ... . . . . ..44

Table 4.7: Decision Criteria for Correlation Analysis..... ........45

Table4.8:PresentationofDemographicalFactors. .....r. ....45

Table 4.9: Presentation of Research lnformation. ..-...46

'Table 5.1: Reliability Analysis for Overall Variables' ........48

: Table 5.2: Gender of Respondents.. ........49

, Table 5.3: Age Level of Respondents.. " "50

..table 5.4: Academic Qualification of Respondents. ' ... ""50

.l

Table 5.5: Occupational Level of Respondents.. ...""'51

Table 5.6: Type of Business of Respondents. ...;..' ""51

Table 5.7: Number of Employees of Respondents SME's. ......""52

Table 5.8: Operation Age of the Business of Respondents SME's .-..,...52

Table 5.9: Mean and Standard Deviation for E-commerce barriers.. . .. . . .........53

Table 5.10: Descriptive Statistics for E-Commerce Barriers and its Indicators........54

i' Table 5.11: Decision Criteria and Frequency Distribution of E-Commerce



5.12: Decision Criteria and Frequency Distribution for Organizational

Barriers

5.13: Decision Criteria and Frequency Distribution for Financial Barriers. ....56

5.14 Decision Criteria and Frequency Distribution for Technical

Barriers. ............57

5,.15: Decision Criteria and Frequency Distribution for Legal and Regulatory

Bariers. .........57

5.16: Decision Criteria and Frequency Distribution for Political Barriers.......58

5.17: Descriptive statistics for overall Adoption of E-Commerce by

SME's. ........58

5.18: Descriptive Statistics for Adoption of E-Commerce by SME's and its

Indicators. .... .. . ...58

5.I9: Decision Criteria and Frequency Dishibution of Adoption of E-

Commerce by SME's. .. .....:... ......59

5.20:- The Correlation Coefficient between Organizational Barriers and

Adoption of E-Commerce.. .....60

5.21: The Correlation Coefficient between Financial Ba:riers and Adoption of

E-Commerce. .. . .. . . .. .. ...60

5.22: The Correlation Coefficient between Technical Barriers and Adoption of

E-Commerce.... ...........61

5.23: The Correlation Coefficient between Legal & Regulatory Barriers and

AdoptionofE-Commerce.. ............61

5.24: The Correlation Coefficient between Political Barriers and Adoption of

E-Commerce.... .........62

5.25: The Correlation Coefficient between E-Commerce Barriers and Adoption

of E-Commerce... .........62

5.26: Summary of Correlation Analysis with Hypothesis. ........64

56

able

able

able

'able

'able

i Table

Table

Table

, Table

Table

:'Table5.27: Summaryof CorrelationAnalysis..... ............65

5.28: Model Summary for E-Commerce Organizational Barriers and Adoption

of E-Commerce... .........66

5.29: ANOVA for E-Commerce Organizational Barriers and Adoption of E-

Commerce ..........66

X1



Table 5.30: Coefficient for E-Commerce Organizational Barriers and Adoption of E-

Commerce ..........67

Table 5.31: Model Summary for E-Commerce Financial Barriers and Adoption of E-

Commerce ...........67

Table 5.32: ANOVA for E-Commerce Financial Barriers and Adoption of E-

Commerce ...........68

Table 5.33: Coefficient for E-Commerce Financial Barriers and Adoption of E-

Commerce ........ . ..68

Table 5.34: Model Summary for E-Commerce'fechnical Barriers and Adoption of E-

Commerce ...........69

Table 5.35: ANOVA for E-Commerce Technical Barriers and Adoption of E-

Commeroe .........69

Table 5.36: Coefficient for E-Commerce Technical Barriers and Adoption of E-

Commerce ..,........10

Table 5.37: Model Summary for E-Commerce Legal & Regulatory Barriers and

Adoption of E-Commerce.. ....70

Table 5.38: ANOVA for E-Commerce Legal & Regulatory Barriers and Adoption of

E-Commerce..... -...'..'..71

Table 5.39: Coefficient for E-Commerce Legal & Regulatory Barriers and Adoption

ofE-Commerce.. .'...'....7I

Table 5.40: Model Summary for E-Commerce Political Barriers and Adoption of E-

Commerce ...........72

Table 5.4I ANOVA for E-Commerce Political Barriers and Adoption of E-

Commeroe ..-'.......12

Table 5.42: Coefficient for E-Commerce Political Barriers and Adoption of E-

Commerce ...........13

Table 5.43: Model Summary for E-Commerce Organizational Barriers, E-Commerce

Financial Barriers, E-Commerce Technical Barriers, E-Commerce Legal

& Regulator Barriers, E-Commerce Political Barriers and Adoption of E-

Commeroe ... -... '...73

Table 5.44: Coefficient for E-Commerce Organizational Barriers, E-Commerce

Financial Barriers, E-Commerce Technical Barriers, E-Commerce

Legal & Regulator Barriers, E-Commerce Political Barriers and Adoption

ofE-Commerce.. ........13

xl1



LIST OF FIGURES

:3.1 Conceptual Framework. ........22

xl1l


