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Thesis Summary

Electronic commerce (e-commerce) has become an increasingly important initiative among
organisations. The factors affecting adoption decisions have been well-documented, but there is a
paucity of empirical studies that examine the adoption of e-commerce in developing economies
in the Arab world. The aim of this study is to provide insights into the salient e-commerce
adoption issues by focusing on Saudi Arabian businesses. Based on the Technology-
Organisational-Environmental framework, an integrated research model was developed that
explains the relative influence of 19 known determinants.

A measurement scale was developed from prior empirical studies and revised based on feedback
from the pilot study. Non-interactive adoption, interactive adoption and stabilisation of e-
commerce adoption were empirically investigated using survey data collected from Saudi
manufacturing and service companies.

Multiple discriminant function analysis (MDFA) was used to analyse the data and research
hypotheses. The analysis demonstrates that (1) regarding the non-interactive adoption of e-
commerce, IT readiness, management team support, learning orientation, strategic orientation,
pressure from business partner, regulatory and legal environment, technology consultants’
participation and economic downturn are the most important factors, (2) when e-commerce
interactive adoption is investigated, IT readiness, management team support, regulatory
environment and technology consultants’ participation emerge as the strongest drivers, (3)
pressure from customers may not have much effect on the non-interactive adoption of e-
commerce by companies, but does significantly influence the stabilisation of e-commerce use by
firms, and (4) Saudi Arabia has a strong ICT infrastructure for supporting e-commerce practices.

Taken together, these findings on the multi-dimensionality of e-commerce adoption show that
non-interactive adoption, interactive adoption and stabilisation of e-commerce are not only
different measures of e-commerce adoption, but also have different determinants. Findings from
this study may be valuable for both policy and practice as it can offer a substantial understanding
of the factors that enhance the widespread use of B2B e-commerce. Also, the integrated model
provides a more comprehensive explanation of e-commerce adoption in organisations and could
serve as a foundation for future research on information systems.

Keywords: e-commerce adoption, Saudi Arabia, developing Arab nations, Technology-
Organisational-Environmental framework, innovation adoption.
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1.1 Introduction

Structured in ten sections, the purpose of this first chapter is to introduce the reader to the
proposed research. Section 1.2 provides a background to electronic commerce (hereafter, e-
commerce) and discusses the emergence of e-commerce technology as an opportunity for
business organisations; the definition, benefits and challenges of e-commerce technology are
discussed. The next section, Section 1.3, discusses the nature of e-commerce as a complex
organisational innovation. Following this, Section 1.4 outlines the rationale for the research.
Section 1.5 then highlights the research objectives, Section 1.6 outlines the research questions
and Section 1.7 describes the research approach. The contributions of this study are then
discussed in Section 1.8. The main structure of the thesis is provided in Section 1.9 and, finally,
Section 1.10 provides a summary of this chapter. Figure 1.1 (previous page) portrays the

organisation of the chapter.

1.2 Background of e-commerce

1.2.1 Definition and concepts of e-commerce

Technological innovations such as the Internet and the World Wide Web (WWW) have enabled
many organisations to undertake transactions, share information, and collaborate across
geographical boundaries and across computing platforms and networks (Berners-Lee et al.,
1994). Indeed, the Internet and its associated technologies are the key to the survival and growth
of businesses in today's competitive environment. If the Internet and its applications were
suddenly removed from the face of earth, the impact on advanced economies - particularly the
United States, Canada, the European Union, and Japan - would be disastrous: the economies of
these regions would go into a tailspin; countless people would feel totally frustrated because they
would be unable to obtain essential information or conduct necessary transactions; millions of

information workers would lose their jobs (Dholakia et al., 2002).

The Internet has opened up a new set of applications like e-commerce that offer a wide spectrum

of potential commercial activities and information exchange and that allow organisations to
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cooperate and collaborate with their business partners and customers (Thatcher et al., 2006;
Moodley, 2003).

E-commerce is growing in significance and is having a direct impact upon ways of doing
business. It is defined as the sharing of business information, the maintaining of business
relationships, and the conducting of business transactions between stakeholders using a
telecommunication network and electronic information technology (Eastin, 2002; Zwass, 1996).
Moreover, Moodley (2003) defines e-commerce as any form of commercial or administrative
transaction or information exchange that takes place via an ICT-based, computer-mediated
network. These definitions imply that electronic commerce is not solely restricted to the actual
buying and selling of products, but also covers the conduct of other business activities via the
Web using internet technologies, such as e-mail and websites (Schneider, 2002). These activities
include pre-sale and post-sale activities across the supply chain and maintaining business
relationships (Alonso-Mendo et al., 2009; Fillis et al., 2004; Turban et al., 2002).

E-commerce has revolutionised traditional commerce and boosted sales and exchanges of
merchandise and information (Mohd and Osman, 2005). Moreover, e-commerce has been used
worldwide as an integral part of firms’ marketing strategies (Rapp et al., 2008; Sagi and Thomas,
2004). Figure 1.2 illustrates the traditional view of e-commerce and its use to support the
external relationships of business with the two major stakeholder groups: suppliers and

customers .

SN CRWA Forms of e-commerce

Aston University

Information on this page has been removed for data
protection purposes

Source: Beynon-Davies, 2007, p.15
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E-commerce applications are now commonplace in business-to-consumer (B2C) and business-
to-business (B2B) interactions. B2C e-commerce is sometimes called sell-side e-commerce and
concerns the commerce between companies and consumers (Turban et al., 2000). Customers or
consumers will typically be individuals and sometimes other organisations (Beynon-Davies,
2007). B2B e-commerce is sometimes called buy-side e-commerce and takes place between
organisational actors (i.e. public and/or private sector organisations) (Beynon-Davies, 2007).
B2B encompasses a wide range of technologies to support the entire value chain, from suppliers
through to the firm and on to customers (Thatcher et al., 2006; Pinkston, 2001). It should be
noted that this study focuses exclusively on business-to-business (B2B) e-commerce, which is
becoming an increasingly important topic and is seen as a promising area for both researchers
and practitioners (Al-Qirim, 2007; Hong and Zhu, 2006; Montealegre, 1998; Zhu et al, 2003).

According to Andam (2003), three primary processes are enhanced in e-commerce:
1. Production processes, which include procurement, ordering of stocks, processing of
payments and the relationship and links with suppliers;
2. Customer-focused processes, which include promotional and marketing efforts, selling
over the Internet, processing of customers’ orders and payments, and customer support;
3. Internal management processes, which include employee services, training, internal

information-sharing, video-conferencing, and recruiting.

A variety of benefits are provided by e-commerce: better profits, improved communications, an
evolving understanding of information requirements, brand awareness, and cost reductions. The
information provided by new, advanced technology has characteristics that are important to
national leaders and managers. It supports decision making by identifying areas that require
attention, providing answers to questions, and giving knowledge about related areas. It provides
relevant, timely information. In addition, IT has improved communications in several ways. It is
used to facilitate networking and the sharing of information with customers and suppliers at the
micro level and among firms and various governmental entities at the macro level (Shalhoub and
Al Qasimi, 2006; Chang et al., 2003; Moodley, 200; D’Cruz and Hussain, 2001).
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Conversely, D'Cruz and Hussain (2001) note that there are some limitations to e-commerce that
can be summarised as follows:
« It often requires a high capital outlay, and has a slow return on investment.
« Perceived security risks regarding sensitive data have to be overcome, such as credit card
fraud.
« Compatibility within the technological architecture can be a limitation.
e The company may experience high costs (e.g. staff training and purchasing the
technological architecture and software required).

Consistent with Wolfe (1994), e-commerce is viewed in this study as an outcome of various
antecedents or determinants. Moreover, the specific domain of innovation is an important factor
in understanding the organisation’s adoption behaviour and in identifying the determinants of
innovation in organisations (Lee and Kim, 1998; Daft, 1978; Donovan, 1994; Downs and Mohr,
1979; Swanson, 1994). Thus, this study uses the growing research literature on innovation
adoption in organisations as its theoretical base, and this will be discussed in more detail in
Chapter 3.

1.2.2 The relationship between e-commerce and e-business

The use of the term ‘electronic commerce’ has been supplemented by the term ‘electronic
business’. Electronic business or e-business refers to the entire Internet integration of an
enterprise. According to IBM Corporation, e-business is defined as the transformation of key
business processes through the use of internet technologies (IBM, 2002). Some may refer to this
as e-enabling the enterprise or e-enterprise (Cassidy, 2002). Cassidy (2002) notes that e-business
is the integration of people, processes, and technology to conduct business. On the other hand,
Chaffey (2004: 9) argues that “e-business is just a new label and there is no distinction between

the role of e-business and traditional information systems management”.

Figure 1.3 presents some viewpoints of the relationship between e-business and e-commerce. In
figure 1.3(a) there is a relatively small overlap between e-commerce and e-business. This is

unlikely scenario since the overlap between buy-side and sell-side e-commerce is significant.
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Figure 1.3(b) considers e-business and e-commerce to be synonymous. Finally, figure 1.3(c)
shows that e-comerce can be conceived of as a subset of e-business. It is believed that figure
1.3(b) seems to be more realistic, and many scholrs seem to consider e-business as a newer term
that is often used synonymously with e-commerce (Chaffey, 2004; ESCWA, 2003; 2001). In
fact, what is important within any given company is that managers involved with the
implementation of e-commerce/e-business are agreed on the scope of what they are trying to
achieve (Chaffey, 2004). So e-comerce is broadly equivalent to e-business and this is the

perspective that will be used in this thesis.

SOUTEHEE The relationship between e-commerce and e-business
@) Electronic commerce (EC) has some degree
of overlap with electronic business (EB).
(b) Electronic commerce is broadly equivalent
to electronic business.
Electronic commerce is a subset of
(c) electronic business.

Source: Adapted from Chaffey, 2004
1.2.3 E-commerce and the new economy

As the infrastructure of countries around the world advances, location and distance will be less
relevant, and e-commerce activities — on both the seller and the buyer side — will become
increasingly global (Dholakia et al., 2002). E-commerce is rapidly expanding and has become a
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driving force for the globalization of the world economy; indeed, countries that do not engage in
e-commerce may put the competitiveness of their economies at risk. Global electronic activities
have existed for a long time and the emergence of the Internet and telecommunications, such as
extranets, have resulted in flexible infrastructure that can greatly facilitate global trade (Turban et
al., 2006).

Globalization propels technological progress with the competition and incentives of the global
marketplace. A global electronic marketplace means access to larger markets, mobility (e.g. in
order to minimize taxes), and flexbility to employ workers anywhere. Developing countries that
can develop the requisite infrastructure can participate in new global business models of
intermediation, business process outsourcing and value chain integration (Shalhoub and Al
Qasimi, 2006). However, going global is a complex decision due to many challenges. These
include legal issues (jurisdiction, export/import regulation, intellectual property, encryption and
data security, contracts, authentication procedures, content control and consumer protection), and
financial issues (buyer and seller identification, trust, software security, cultural diversity,
international agreements, language and translation, currency exchanges and role of local

government) (Turban et al., 2000).

Estimates of global e-commerce have projected that the total value of such commerce would be
about US $618 billion by 2011, up 14 percent from 2010 revenue (JPMorgan, 2009). Figure 1.4
presents e-commerce revenue by region between 2004 and 2011 in billions of US$. E-commerce
sales in the USA for 2011 only are estimated at $207, 505 billion. On the other hand, Europe is
found to fall closely behind the USA in terms of revenue in billions of dollars (see Figure 1.4). In
2009, European retail e-commerce revenue reached $140, 740 billion, a slight decrease from
2008. However, this number rose again in 2010 to $170, 942 billion. Moreover, by the end of
2011, it is estimated that e-commerce revenues in Europe will peak at $198, 200 billion. It
should be noted that these broad estimates could change substantially because of new
technologies or rapid social and cultural change. Also, within the broad sweep of these estimates,

a wide variety of e-commerce patterns across the world are likely to be seen.
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Figure 1.4 ‘ E-commerce revenues worldwide (Billions US$) by region, 2004-2011

Aston University

Infarmation an this page has been remaoved for data
protection purposes

Source: JP Morgan, 2009

Generally speaking, the overall size and growth of the global e-commerce sector in various
countries as discussed above would depend on a number of factors such as the data
communication infrastructure, the availability of e-commerce options, and the willingness and
ability of people to transact online (Dholakia et al., 2002). Moreover, PC skills, accessibility and
utilization may play major roles in global e-commerce. Indeed, developed countries seem to have
comparatively more advanced technological and organisational infrastructures for enabling the
development of e-commerce. Conversely, less-developed countries have poorer infrastructure,

inherently less productive human capital (in part due to lower levels of education) and business
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models that have yet to transition from the industrial to the information age (Dewan and
Kraemer, 2000).

1.3 E-commerce as a complex organisational innovation

Innovation can be new technology or practice that is perceived as new by an individual or an
organisation or institution (Damanpour, 1991). Organisational innovation is very different from
adoption of innovations by individuals and is more complex than individual innovation.
Complexity of an innovation reflects the extent to which an innovation is perceived to be
difficult to use or understand (Rogers, 2003: 257). In an organisational innovation context,
complexity also refers to the degree and broadness with which employees, business activities,
and processes are exposed to changes to fit the adopted innovation. In fact, innovation adoption
in organisations requires the active and coordinated use of multiple organisational members to
benefit the organisation. Therefore, the innovation literature on individual behaviour falls short

in providing insight about organisations as adopters (Pennings, 1987).

This study regards the nature of e-commerce as a complex and multi-faceted innovation
implying changes in technology, organisation, and strategy. This consideration is essential
because although e-commerce is heavily supported by the development of the Internet or general
IT, it is less appropriate to simplify e-commerce as IT innovation and neglect its business side.
Rather, e-commerce has the capability of making radical differences to the organisational
structure, practices, business processes and relationships with customers and partners (March,
1999). Moreover, e-commerce today is increasingly widening the concept of business from a
simple transactional approach (goods or services that should be selected, bought and delivered)
to a more complex and wider concept of inter-firm co-operation that includes process
monitoring, inter-company co-operation and collaborative design. To completely understand the
possible impact of e-commerce, a deep investigation of e-commerce is required with a view of

the nature of e-commerce as a complex innovation.

First, e-commerce represents a manifestation of technological innovation offering a borderless

global market space, and it is reflected by the development and application of internet
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technologies. Previous research proposed that Internet technologies such as e-commerce can be
considered as a technological innovation (Jackson and Harris, 2003; Patterson et al., 2003;
Daniel et al., 2002; Kendall et al., 2001b; Prescott and conger; 1995), which offers firm's
opportunities to establish interactive relationships with business stakeholders (i.e. business
partners and suppliers, logistics providers and customers), improve operating efficiency and
expand their market reach. In fact, e-commerce consists of several technologies working in
concert with one another. The most obvious one is the Internet, which transforms the way
commerce is performed and serves as a technical basis for e-commerce development. In addition
e-commerce consists of interconnected networks, software and hardware components,
middleware, user-interface technologies, server-side facilities and more importantly the World
Wide Web. Figure 1.5 illustrates the different components of e-commerce technology. In
general, driven by increasingly intense business competition and dynamics, innovative
technology and applications emerge to solve problems and satisfy requirements raised in current
and future business. In the context of e-commerce, technologies and business applications

mutually reinforce and co-evolve with each other in a coherent style (Wang and Shi, 2009).

Figure 1.5 \ E-commerce system component
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Second, e-commerce usually implies transformation in every aspect of a firm, including
organisational structure, business process, working style, administration, and relationships with
customers and suppliers (Li, 2006). With growing use of automated information processing
applications and rapid proliferation of ubiquitous computing, many business tasks which were
initially conducted manually have become automatic, greatly improving work efficiency.
Timmers (2000) presents case examples where the use of electronic commerce has flattened the
organisational structure and changed decision-making policies. Because the decision-making
information can be shared better through organisation, responsibilities are clearer and decision-
making power can be transformed closest to the decision. In engaging in e-commerce, companies
are required to redesign business processes and structure to deploy new business models. In fact,
the implementation of e-commerce initiatives usually involves the sharing of information and
collaboration across different functional units within a firm, and among firms and various

governmental entities at the macro (country) level.

E-commerce also implies reconstructing firm relationships with external customers and partners.
Companies increasingly adopt customer-oriented applications to increase velocity of operations
throughout the value chain, cooperate with business partners at lower transaction costs and
strengthen communication and interaction with customers. On the other hand, with the
penetration of the Internet and the emerging online presence of companies, customers can easily
access information about products and attain more power in doing transactions with companies.
In fact, the Internet empowers customers with greater knowledge and expanded choices, limiting
much of the power that companies traditionally had in the selling process. In the context of e-
commerce, companies have to get closer to their customers and reconsider the nature of
responsive relationships with customers or partners and figure out how to leverage these changes
to be a player in this economy (Shalhoub and Al Qasimi, 2006). E-commerce even triggers
changes in organisational culture by incorporating new policies, working style, and interpersonal

relationships into business processes and management.

Third, e-commerce is basically strategic innovation which opens opportunities for developing
strategies and business models (Amit and Zott, 2001; Eikebrokk and Olsen, 2007). In a changing

environment, companies need to frequently adjust their decisions and activities based on
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environmental requirements to achieve their business goals. Business on the Internet is booming
and many organisations around the world are actually changing habits in the way they do
business by introducing new methods, creating and delivering new opportunities through the
market space and providing innovative and customised solutions in a cost-effective fashion. Such
consideration of e-commerce as a strategic innovation is consistent with the argument that e-
commerce essentially belongs to Type IIl innovation in Swanson’s (1994) IS innovation
taxonomy because it introduces a new way of doing business and it is often embedded in the
firm's core business processes or is extending basic business products and services (Hong and
Zhu, 2006; Wu et al., 2003; Chatterjee et al., 2002). According to the typology of Swanson, 1S

innovations can be classified into three categories:

 Type I innovations: it is described as process innovations within the IS function, where
information technologies are assimilated® to enhance the efficiency or effectiveness of the
IS function. For example, firms have invested in relational database, and object-oriented

technologies to enhance the effectiveness of the IS function in systems delivery.

» Type II innovations: refer to the use of IS products and services for enhancing the
administrative work processes of firms. The assimilation of office productivity, groupware,
or decision support tools in specific organisational tasks is an instance of Type Il
innovations.

» Type III innovations: it is described as information technologies that have strategic
relevance for firms because their integration into the core business processes or strategies
could directly impact financial performance. For example, the introduction of airline
reservation systems, and computer integrated manufacturing solutions are examples of

such Type I1I innovations.

In conclusion, e-commerce adoption by organisations remains a complex, elusive, yet extremely
vital phenomenon. Indeed, there is no doubt that e-commerce and the Internet represent the

opportunities for developing nations to leap forward to more economic development and growth,

! Innovation assimilation is defined as the extent to which an innovation is diffused and routinized in organisational
activities and processes (Curtis and Sambamurthy, 1999; Fichman and Kemerer, 1997, 1999; Meyer and Goes,
1988).
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where the creation of added value will be driven by information, knowledge, and the adoption of

ICT technologies.

1.4 Motivation and rationale of research

Previous studies that explore the factors that influence the adoption and diffusion of e-commerce
in organisations were restricted to data from firms in industrialized countries in the West. These
studies were conducted in the United States (e.g. Grandon and Pearson, 2004), the United
Kingdom (e.g. Matlay and Addis, 2003), Canada (e.g. Sparling et al., 2007) and Italy (e.g.
Scupola,2003). Consequently, it is important to add an international dimension to the
investigation of e-commerce adoption, extending beyond the US and Europe to encompass the
experience of less developed countries. Moreover, it is widely acknowledged that theories and
management practices developed in the context of industrialized and developed countries in the
West need to be re-examined in the context of developing countries to fit the cultural context of
the recipient nation (Austin, 1990; Hofstede, 1980). This is because issues which might seem
trivial for developed countries may play an important role for e-commerce adoption in
developing countries. For instance, the major issues in developing regions are slow internet
speeds, the high prices of internet service providers (ISPs), an insufficient regulatory
environment, and poor infrastructure; whereas, in developed countries, the main issues are
privacy and taxes (Molla and Licker, 2005a). In addition, Ein-Dor et al. (2004) conducted a
four-country study that included Finland, Israel, New Zealand, and Singapore. Their study
indicates that differences in culture, attitudes toward information and communication technology

(ICT), and socioeconomic status impact the adoption of e-commerce.

Indeed, existing cultural conditions always determine whether, when, how, and in what form a
new innovation will be adopted (Dunphy and Herbig, 1995). Moreover, studies conducted in
Western countries tend to embody the values, attitudes, and beliefs of the West, which are
different from those of non-Western cultures. In his comparison of the organisational cultures of
40 independent nations, Hofstede (1980) argues that many of the differences in management
styles and organisational practices of companies throughout the world can be related to

differences in the collective mental programming of people in different national cultures.
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Yet, it seems that there is a paucity of writing in the context of developing economies in the Arab
world and the patterns of organisational adoption of e-commerce remain a largely unexplored
area (Yasin and Yavas, 2007). Particularly, few studies have explored e-commerce growth in the
high-income economies of the Arabian Gulf region (Alrawi and Sabry, 2009). This paucity of
research on e-commerce adoption, exploring the factors that influence e-commerce adoption in
developing Arab countries, leaves a significant gap. Generally, it is believed that the Arab world
has not yet received enough attention from social scientists and organisational analysts (Al-
Yahya, 2009).Thus, the present study attempts to bridge the knowledge gap in the extant
literature about e-commerce and shed some light on the adoption of e-commerce by
organisations in the private sector in the context of developing Arab countries in the gulf region,
extending beyond the Western context which might represent different stages of e-commerce
transformation (UNCTAD, 2002).

This study focuses upon Saudi Arabia. In fact, Saudi Arabia forms an interesting context and
domain for the study. This is because economic liberalisation programmes initiated in Saudi
Arabia in the 1980s have resulted in attempts at overall transformation of technology usage
among Saudi industries. Despite this, prior research in Saudi Arabia has indicated that, although
ICT is rapidly growing in Saudi Arabia (both PC sales and internet growth are high), it is
generally believed that e-commerce practices are not progressing at the same speed (Al-Otaibi
and Al-Zahrani, 2003). Moreover, familiarity with and confidence in ICT among organisations
has remained limited compared to other Arab countries, such as the United Arab Emirates
(UAE), who share similar characteristics in terms of socioeconomic, commercial, and

infrastructural development.

1.5 Research objectives

Motivated by the issues identified above in Section 1.4, the main purpose of this study is to
determine the factors that influence and inhibit B2B e-commerce adoption by Saudi Arabian

firms in the private sector.

The central objectives of this study can be summarised as follows:
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1. To develop a conceptual model that can be used to study organisations' adoption of e-
commerce technology.

2. To operationalise the dependent and independent variables included in the conceptual
model by developing a research instrument and demonstrating their reliability and
validity.

3. To empirically validate the conceptual model that is proposed to examine e-commerce
adoption among Saudi Arabian businesses.

4. To provide valuable guidelines to policy makers, technology vendors and practitioners
in implementing and accelerating e-commerce development and utilisation among firms

in the private sector.

Accomplishing these four research objectives would result in significant contributions for both

research and practice.

1.6 Research questions

To achieve the research objectives stated in Section 1.5, the following research questions are
formulated:
1. In searching for an integrated framework, what theoretical perspectives can be used to
study organisations' adoption of e-commerce technology?
2. What factors can be included within this theoretical framework?
3. How can organisational e-commerce adoption be conceptualized and operationalized?
4. What is the current level of e-commerce technology use in organisations in Saudi
Arabia?
5. What are the impacts of e-commerce technology characteristics, organisational
determinants and environmental factors on organisations' adoption of e-commerce

technology?
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1.7 Research methodology and sample description

The main data collection method is based on a self-administrated questionnaire. It was used to
understand the B2B e-commerce phenomenon in Saudi Arabia and detect the effects of the
independent variables and their hypothesised relationships on firms’ e-commerce adoption in
order to provide general statements about the study. However, the study commenced with an
initial qualitative research design which led to the exploration of seven firms to develop a
preliminary understanding and to discover the most critical factors that should be included within

the conceptual framework before running the questionnaire survey.

The questionnaire survey was hand delivered to the most senior manager of the firm, such as the
managing director, general manager or senior manager. The sampling method for the survey was
based on systematic random sampling and the population for this study comes from Saudi
Arabian manufacturing and service companies from the private sector who were drawn from the
Saudi Chamber of Commerce and Industry directory for private organisations. The final usable
sample contained 202 responses giving a response rate of 44.9%.

It is noteworthy that, the study’s response rate compares favourably with other studies and is
even better in some cases than previous studies (e.g. Grandon and Pearson, 2004; Thong et al.,
1996; Premkumar and Potter, 1995). In fact, a high response rate is viewed as an important
criterion by which the quality of a survey is judged (Hox and DeLeeuw, 1994) because a higher
response rate implies less potential non-response bias (Shih and Fan, 2008). Non-response rate is
affected by question content, question construction and questionnaire length. Sensitive, irrelevant
or repetitive questions, as well as those that are poorly worded, difficult to understand, difficult
to answer or have insufficient response categories can frustrate respondents and produce a non-
response rate. Therefore, the researcher spent time composing, designing, checking and revising

the questionnaire during the questionnaire planning phase.

This research study utilized the closed question style in which respondents were encouraged to
select the answer which best fits their opinion. This type of question was selected because
closed-end questions are quick to answer, produce answers that are much easier to code,

computerise, analyse and they do not discriminate against the less talkative and less articulate
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respondents. All of the measures were shown to be internally consistent, unidimensional, and to
demonstrate sufficient levels of validity, which means that the collected data and findings that
were obtained from this instrument are reliable. It is noteworthy that validity was assessed
through content, convergent and discriminant validity.

The characteristics of the sample indicate that an over-whelming majority (65%) of the
respondents were managing directors, CEOs or IS managers, were generally well educated with
over 62% having a University degree - 43% gained their degree from Saudi Arabia - and 65%
belonged to the 30 to 49 year old age group. In general, the profile of the respondents indicates
that these respondents are likely to be involved with the strategic decisions of the companies,
have information about the organisational traits that are of interest to this study, are capable of
answering the questions, and are credible sources of information about the companies. The
majority of respondents were from construction, banking, finance and insurance entities,
representing 15% of the sample. Finally, the majority of the firms sampled (70.8%) had been
established for more than 10 years, while a mere 16.8% had only been established for less than 5

years.

1.8 Contribution of this study

This research makes a contribution to theory, practice and policy. The theoretical contribution of
this study to innovation adoption literature is its extending of innovation adoption and
information systems (IS) literature to the context of e-commerce in order to enrich knowledge
and understanding of the organisational technology adoption process. The study also contributes
towards theory by evaluating the applicability of different theories of organisational innovation
adoption which were developed for Western developed countries in order to understand issues in
the context of developing Arab countries. Moreover, this study contributes to the theory by
proposing a comprehensive conceptual framework by integrating factors from different
theoretical perspectives in order to provide a holistic view of the facilitators and inhibitors of e-
commerce technology across the different stages in the adoption process from an organisation’s

perspective.
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Given the importance of widespread adoption for the success of e-commerce and the slower than
expected growth of e-commerce among Saudi Arabian firms (KACST, 2006), there is a great
need for understanding the important factors that influence e-commerce adoption in
organisations. Policy makers are currently investigating how to influence firms to use new
technologies in order to enhance firms’ capabilities, and so information on strategies and
incentives that facilitate the widespread use and acceptance of the technology among
organisations will be useful. Moreover, technology consultants and software vendors are trying
to identify the profile of organisations that are more likely to adopt e-commerce technologies in
order to increase their marketing activities and target those organisations that are likely to
become e-commerce adopters. Therefore, for both policy and practice, this research is viewed as
being relevant as it can offer a substantial understanding of the factors that enhance the
widespread use of B2B e-commerce. In fact, studies that have so far been conducted in the
context of Saudi Arabia have focused on B2C e-commerce rather than B2B e-commerce or
organisational level adoption (Ahmed et al., 2006; Aleid et al., 2009; Al-Somali et al., 2009).

1.9 Structure of the thesis

To accomplish the research objectives outlined in Section 1.5, the thesis is divided into eight
chapters, including the present one.

Chapter two provides a background to Saudi Arabia in terms of its location, demographic profile,
economy, business organisations and ICT development. Moreover, it provides the reader with a
review and assessment of e-commerce phenomenon in developing economies in general, and in
developing Arab world and Gulf countries in particular. Finally, the chapter ends with an

overview of the e-commerce situation in Saudi Arabia.

Chapter three reviews the body of research literature circumscribing the field of interest for this
thesis. Here, research in organisational innovation adoption, theoretical models and e-commerce
adoption in developing countries are discussed. Chapter four presents the conceptual model and

illustrates the various hypotheses regarding the proposed relationship of the research constructs.
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Chapter five discusses the methodological framework and research approach. The content and
description of the instrument used in the collection of data are described. Furthermore,
operationalizations for all variables under investigation are provided, and the development of a
measuring instrument for the constructs is described. Finally, sampling procedure and data

collection process are outlined and discussed.

Chapter six presents an interpretation of the research findings and discusses the main statistical

methods used. Subsequently, the hypotheses test results are reported.

Chapter seven summarises the key findings outlined in the previous chapter regarding the
significant facilitators and inhibitors to the successful adoption of e-commerce in the private
sector of Saudi Arabia. Chapter eight is the final chapter and it discusses in detail the
implications of the research for managers, government bodies and policy makers. Finally, the
limitations of the study are acknowledged and outlined and, following from this, a number of
suggestions and recommendations for future research are presented. Figure 1.6 provides a map of
the thesis.
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1.10 Chapter summary

This chapter laid the foundations for and served as a general introduction to the thesis. The
research problem domain was discussed and the research questions that laid the foundations
of this research study were explained. The research justifications and this study’s contribution
to the body of knowledge in the area investigated were briefly discussed. Finally, the overall

structure of the thesis was outlined.
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2.1 Introduction

This chapter attempts to provide a background to Saudi Arabia in terms of its location,
demographic profile, economy, business organisations and ICT development. Moreover, this
chapter discusses issues related to the digital divide, technology transfer and e-commerce
development. Finally, e-commerce and the Internet in Saudi Arabia and other developing
economies are discussed, including its situation, infrastructure readiness and barriers to e-
commerce adoption, as these allow an understanding of variation across the world and, more
importantly, form the significance of this study. Figure 2.1 (previous page) portrays the

organisation of the chapter.

2.2 Country profile

Saudi Arabia is a relatively young country and like many developing countries, it has
undergone rapid economic, social and demographic changes. The aim of this section is to
provide general facts about Saudi Arabia in terms of location, population and demographic

profile, economy, and telecommunications.

2.2.1 Location

Located in the southwest corner of Asia, the Kingdom is at the crossroads of Europe, Asia
and Africa. It is surrounded by the Red Sea in the West, by Yemen and Oman in the South,
the Arabian Gulf and the United Arab Emirates and Qatar in the East, and Jordan, Irag and
Kuwait in the North. Occupying four-fifths of the Arabian Peninsula, Saudi Arabia is the
largest country on the peninsula and is the largest and most populated of the six Gulf
Cooperation Council (GCC)? states in the Middle East (see Figure 2.2).

Desert covers more than half the total area of Saudi Arabia and the mountains in the West are
very rich in minerals. The eastern region has the richest reservoirs of oil in the world.
Moreover, Saudi Arabia holds a unique position in the Islamic world, as Islam's two holiest

sites, Makkah (Mecca) and Madena (Medina) are located in the country.

% The Gulf Cooperation Council (GCC) formed by Bahrain, Kuwait, Oman, Qatar, the United Arab Emirates
and the Saudis. The Kingdom of Saudi Arabia contributes with 49% of the total GDP of the economic block and
67% of the total population (Chauvin, 2010).
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2.2.2 Population and demography

In July 2010, Saudi Arabia had a total estimated population of approximately 25 million
(Table 2.1). Regarding the age structure, 38 percent were aged between 0-14 years (male
5,557,453/female 5,340,614), 59.5 percent were aged between 15-64 years (male
9,608,032/female 7,473,543), and 2.5 per cent were aged at 65 years and over (male
363,241 /female 343,750). The median age in total was 24.9 years (male: 26 years; female:
23.4 years). The population growth rate in 2010 was 1.548 percent, and it is expected that the
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total population will increase to around 43.6 million by 2050 (Index Mundi, 2010). The
literacy rate among youths has been improving; they are also becoming more Internet savvy
and prefer to own sophisticated electronic gadgets like mobile phones and laptops (Rao,
2006).

AECPEB Population and demography of Saudi Arabia®
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2.2.3 Economy

Saudi Arabia has a stable economy and has a conducive environment for commerce and
business. In fact, Saudi Arabia is the largest oil-exporting country in the world and one of the
twenty largest economies in the world. Moreover, Saudi Arabia is a member of the
Organisation of Petroleum Exporting Countries (OPEC). The money from trading in oil has
increased government revenues, ownership of foreign assets and has provided the Kingdom
with the financial capital to invest in industrial plants and information and communication
technology (ICT) infrastructure and attract skilled people to help develop a modern
infrastructure (Shirazi et al., 2009; Jasimuddin, 2001). Figure 2.3 presents the oil prices from
1996 to 20009.

% July 2010 estimated
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The World Bank has classified Saudi Arabia and the Gulf Cooperation Council (GCC)
countries as high-income economies. Moreover, Saudi Arabia is today the only Middle East
Country, the only Arab country and the only OPEC member among the constituents of the
G20, indicating the rising importance of Saudi Arabia both in the Middle East and North
Africa (MENA) region and in the global economy (Chauvin, 2010). An additional strength is
that the Saudi banks were not greatly affected by the recent global economic crisis because

they are not widely integrated into the international financial system.
GDP (real growth rate) in 2009 was 0.1% and the industrial annual production growth rate

was 2.8% in 2009. Moreover, unemployment was around 10.5% in 2009 (Central Intelligence

Agency, 2009). Table 2.2 provides a summary of the Saudi Arabian economy.
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2.2.4 Culture

Saudi society has a highly homogeneous culture like most Middle Eastern nations, due
mainly to the profound effects of Islamic teachings on the society. Generally speaking, Islam
influences all decisions for Arabs, including business decisions (ldris, 2007). Moreover,
Saudi Arabia has not been colonized by Western countries and Arabic is the main language

spoken in the country.

Hofstede (1980) identified four dimensions of cultural variability which provide broad
explanatory concepts for differences between cultures. Hofstede (1980) found that the Middle
Eastern countries exhibited cultural characteristics of a considerably high power distance,
high collectivism orientations, femininity or masculinity characteristics and high uncertainty
avoidance. A high power distance index indicates a high level of inequalities of power and
wealth in Saudi society (Al-Gahtani et al., 2007). Bjerke and Al-Meer (1993) note that the
high power distance orientation could be attributed to the Moslem belief about authority in

Islamic societies.

Cultures that exhibit high collectivism often have very clear norms for proper behavior in
social situations and avoid new situations with no clear norms (Hofstede, 1980). Furthermore,
a high uncertainty avoidance deals with tolerance for uncertainty and, as a result of this
characteristic, the society does not readily accept change and is very risk adverse. Definitions

42009 estimated
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for Hofstede’s four dimensions of cultural values and scores for Saudi Arabia are illustrated

in Table 2.3.

LW Scores for Saudi Arabia for Hofstede’s four dimensions of cultural values |
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2.25ICT and Internet in Saudi Arabia

Information and communication technology (ICT), specifically the World Wide Web, is
being used by businesses worldwide to manage day-to-day transactions as an integral part of
their marketing strategy (Sagi and Thomas, 2004). Universally, the extent to which a nation is
able to adopt a new technology is heavily dependent on the state of its existing information

technology (IT) infrastructure.

In fact, the ICT sector in Saudi Arabia is a fast growing one and the government has taken
various measures to diversify the economy for sustainable development of the country and
one of the major steps is to transform Saudi Arabia into a digital society. Moreover, Saudi

Arabia has placed great emphasis on the acquisition of new technology to enhance firms’
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capabilities in setting forth a new age of manufacturing products for local and export markets,

with quality matching that of developed nations (Al-Thawwad, 2008).

The Saudi Arabian Internet service was launched (as per ministerial decree No. 163) in
March 1998, and the Internet in Saudi Arabia is supervised by King Abdulaziz City for
Science and Technology (KACST). The number of Internet users grew from around 1 million
in 2001 to 9.8 million at the end of 2010 (InternetWorldStats, 2010). This rapid growth is
attributable to increased public awareness, growth in broadband availability, decreasing costs
of personal computers and Internet access, and enhanced usefulness of the Internet brought
about by increased availability of local content, of Arabic language sites, and of e-services
such as online banking, e-commerce, and e-government applications (Communications and

Information Technology Commission, 2010).

It is to be noted that although the potential importance of PCs in the social and economic
development of Saudi Arabia is recognized by Saudi authorities, the need to uphold the tenets
of Islam was probably responsible for the delay (until January 1999) in allowing public
access through the PC to the enormous potential of the Internet within Saudi Arabia (Al-
Khaldi and Wallace, 1999). Moreover, previous research shows that familiarity with, and
confidence in, IT among organisations remained limited compared to other Arab countries
who share similar characteristics in terms of cultural and economical development, such as
the United Arab Emirates (UAE). Jasimuddin (2001) notes that one important factor that
makes Saudi companies less competitive in the world market is the complacency of
businesses and their slow response to innovation and the changing environment. Moreover,
Saudi Arabia suffers from an acute shortage of skilled Saudi workers and expertise in certain
areas like electronics, computing, software and telecommunications, which has led to a lack

of advanced technology use among businesses (Idris, 2007).

2.2.6 Saudi Arabian business organisations in the private sector

According to the Eighth Development Plan (2005-2009), the concept of the private sector is
normally based on the criteria of private ownership of establishments that engage in various
industrial, agricultural and commercial activities with the aim of realising profits.
Furthermore, the scope of the Saudi private sector can be extended to include some

companies of mixed public and private ownership which operate as joint stock companies
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according to the disciplines of the market. The Saudi private sector can be divided into three
categories: a) commercial, industrial, and service establishments registered in the
Commercial Register; b) retail outlets and small service facilities and workshops licensed by
the municipalities; c¢) agricultural holding and related production units (Eighth Development
Plan, 2005-2009).

The economic problems which the Kingdom experienced in the mid 1980°’s due to the
unfavourable oil prices, caused the Saudi government to move beyond being an economy
almost wholly dependent on the export of oil to one which was focused on expanding the role
of the private sector. This was in order to achieve a more diverse and competitive economy
and greater job opportunities for citizens (Al-Dosary and Rahman, 2009; Jasimuddin, 2001).
In addition, the government started to initiate a shift from public sector control of the
economy to private sector leadership. Since 2002, many government-owned companies have
been going through the process of privatization. The first sectors to witness privatization
transactions have been the telecommunication sector and postal services. In fact,
telecommunication liberalization is viewed as having brought many opportunities for
industrial expansion into these services, as well as increased efficiency of information flow

among industries (Jasimuddin, 2001).

It should be understood that Saudi antitrust legislation and the generally low barriers to entry
have led to productive competition in various industries and to Saudi Arabia becoming one of
the largest producers of precious and industrial metals in the world (Jasimuddin, 2001).
Moreover, Saudi industrial strengths in gas, chemicals, machinery and banking are important
contributing factors to the nation’s success. Due to such success, Saudi Arabia became the
149th Member of the World Trade Organisation (WTO) in 2005. The membership of WTO
means that Saudi Arabia is required to open up its economy to the institutions and companies
of other WTO members. Therefore, it should be far easier for foreign companies to sell
online to Saudis.
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2.3 The digital divide and technology transfer

New innovations as a result of ICT are continuing to emerge. However, ICT has diffused
rapidly in developed industrialised countries but slowly in developing countries and has led
to a digital divide (Hinson and Sorensen, 2006; Johnston and Acquaah-Gaisie, 2001; Licker
and Motts, 2000). The term ‘digital divide’ is associated with marked gaps or imbalances in
access to physical infrastructure, such as computers and the Internet, or even conventional
communication infrastructure, such as fixed telephone lines and mobile cellular telephones
(Campbell, 2001). Digital divides can exist between developed and developing countries

(also known as a global divide), or within a country (known as an internal country divide).

Developing countries have not yet reached the stage of growth of industrialisation. They are
usually characterised by a broad range of attributes including low standards of living, high
birth rates, high rates of illiteracy, low standards of democratic governments and insufficient
access to goods and services. The World Bank classifies countries into three groups based on
the Gross National Product (GNP) per capita, namely, low-, middle-, and high-income
countries, with the middle-income countries subdivided into a lower-middle and upper-
middle income group (World Bank, 2009). Moreover, the World Bank classified Saudi
Arabia and the GCC countries as high-income economies. However, as noted by Hafez
(2006), although Kuwait, Saudi Arabia and the United Arab Emirates are classified as a high-
income group, they are far less advanced than the USA, Canada and Australia, who belong to
the same income group. Therefore, the classification of countries by income does not
accurately reflect the level of ICT diffusion within a country (Hafez, 2006). An important
point to note here is that this research project focuses on studying the adoption of e-

commerce in developing Arab economies, particularly high-income economies.

The World Bank has noted grave disparities in the technology infrastructures between and
among developed and less developed nations, evidenced by numbers of Internet users and
Web servers, and telecommunication costs (World Bank, 2009). These disparities are evident
in Table 2.4. Basically, in developed countries the percentage of Internet users remains much
higher than in the developing world, where four out of five people are still excluded from the
benefits of being online (ITU, 2010).
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-l G2/ S Digital divide between developed and developing countries
Developing Countries Developed countries
Bangladesh | Egypt | India | o Australia | Canada | UK | USA
Lower Lower . . . . .

I . : :
neome gQOUp Low income | middle middle . High . High . High . High . High
category income income Income Income Income Income Income
Population 158,065 80,471 | 1,173,108 | 2573 21,262 | 33759 | 62,348 | 310,232
(millions)”
Internet users 0.4 21.2 6.9 38.7 80.1 777 | 825 | 773
(% population) @

S
Secure Internet 0.09 1.05 1.28 828 [l 99322 | 90660 | 90496 | 11737
servers ()]

©
Personal =
computers per 2.25 3.92 3.18 68.25 =2 n/a 94.40 80.23 78.67

. C ©

100 population a5

e
Fixed —
broadband 155.05 24.39 16.40 57.73 20.98 1650 | 2251 | 14.95
tariffs (monthly
fee $)c
Main telephone
lines per 100 0.94 14.64 3.09 16.27 42.36 54.36 54.24 49.62
population
Mobile cellular
subscriptions 31.07 66.69 43.83 174.43 113.75 68.75 | 13055 | 94.83
per 100
population
2 World Bank (2009); ° InternetWorldStats (2010); ¢ World Economic Forum (2010); ¢ uN
databases (2009)

As can be seen from Table 2.4, people in developed countries have better access to the
Internet. The UK, Australia and Canada, for example, have internet penetration of about 83,
80 and 78 percent, respectively, whilst Bangladesh® has internet penetration of 0.4 percent
(InternetWorldStats, 2010). It is particularly notable that internet penetration in developed
countries reached 64 percent at the end of 2009, while in developing countries it reached only
18 percent (ITU, 2010).

®> Bangladesh is one of the world’s 48 least developed countries (LDCs). LDCs are defined as low-income
countries suffering from long-term constraints against growth (Austin, 1990). In particular, these growth
constraints include low levels of human resource development and severe structural, economical, social and
political weakness. Currently there are 48 LDCs as defined by the United Nations. Of the 48 LCDs, 33 are in
Africa (Constituting more than 60% of the world’s LDCs), 13 in Asia and the Pacific, 1 in the Americas (Haiti)
and 1 in the Arab states (Yemen).
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In addition, the low rate of Internet use can be attributable in part to the relatively high costs
of fixed broadband®. For example, according to the most recent figures (see Table 2.4), the
fixed broadband tariff in Bangladesh is 155 US$/month. Many researchers have reported that
the slow adoption and diffusion of the Internet and its technologies in developing countries is
due to the high cost of Internet access and network connectivity (Molla, 2006; Molla and
Licker, 2005b; Xu et al., 2004). Moreover, Raven et al. (2007) conclude that lack of
competition in international telephone traffic, which increases the cost of a network, is found

to inhibit Internet and e-commerce adoption in developing countries.

Another important challenge in bringing more people online is the limited availability of
fixed broadband access, which is primarily confined to Internet users in developed countries
and some developing countries. Figure 2.4 shows the continuing broadband divide between
developed and developing countries. Penetration levels in developing countries remain low:
4.4 subscriptions per 100 inhabitants compared to 24.6 in developed countries by the end of
2010. It is to be noted that, consumers with broadband have been more active in e-commerce
than those who do not have high-speed access. In the United States, for example, Internet
users having a broadband connection were almost 20% more likely to purchase online than

those not having broadband access (i.e. narrowband users) (OECD, 2008, p. 85).

® Broadband network connection is considered to be any dedicated connection to the Internet at speeds equal to,

or greater than, 256 kilobits per second in one or both directions (World Economic Forum, 2010).
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Fixed broadband subscriptions in developing and developed nations
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In developed countries, telecommunication infrastructure is advanced and the subscription to
telephone lines is taking the lead. On the other hand, in developing countries, the number of
telephone lines is insufficient and rates of subscription are low. For example, in India there
are 3 telephone lines per 100 people and almost 1 line per 100 people in Bangladesh (see
Table 2.4). Nevertheless, cellular phones in some developing countries have experienced
strong growth rates and relatively high penetration, similar to those in industrial countries. In
Saudi Arabia, for example, there are 174.43 mobile cellular subscriptions per 100 people (see
Table 2.4). In fact, in 2010, Saudi Arabia was seen as having the most valuable mobile
market in the Middle East with more than $11 billion in revenues (Cherrayil, 2010).
Surprisingly, with 68.75 subscriptions per 100 people, Canada’s mobile telephony
penetration rate remains by far the lowest among all advanced economies listed in Table 2.4.
On average, however, cellular phone penetration in developing countries remains well below

industrial-country levels.
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Differences in the number of secure Internet servers ’ per 1 million people are stark in which
developing countries have less secure servers than developed countries. While the USA had
about 1,173.7 secure servers per 1 million people in December 2008, Bangladesh and India
had about 0.4 and 7 secure servers per 1 million people, respectively (Table 2.4). In general,
according to the World Bank the United States is leading the world in the number of secure

Internet servers per 1 million people (World Bank, 2009).

Overall, a substantial amount of variation exists in rates of technology use between developed
and developing countries and even across the set of developing countries (i.e. the poor and
the rich countries). Generally speaking, it is believed that the disparities between
industrialized and developing countries in the availability of ICT products and access to the
Internet are already wide or are growing wider (Campbell, 2001).

Technology transfer is an aspect of the digital divide and it continues to be a key energizer
for industrialization and economic expansion in developing countries (Mohamed et al., 2010).
However, technology transfer is not an easy task, and seems to be particularly daunting for
developing countries. Technology transfer is defined as the process of transferring some form
of knowledge, material, new idea or equipment from one foreign party, such as a person or
organisation, to another local party (person or organisation) that has arranged to receive it
(Mohamed et al., 2010; Campbell, 2001). Developing countries differ from industrialized
nations in aspects such as availability of skills, managerial styles, and information
distribution channels. Cohen (2004) suggests that technological transfer can enhance the

technological and technical abilities of developing countries.

In industrialized countries, the innovation process is free from outside force. On the other
hand, technology transfer to developing nations is driven by internal factors (i.e. inside the
country) as well as external factors®. Figure 2.5 illustrates the technology transfer process in
developing and developed nations. As can be seen in Figure 2.57, three groups of factors are

involved in these interlinked internal and external relationships. The first group consists of

" Secure Internet servers are servers using encryption technology for Internet transactions. The number of secure
servers indicates how many companies are conducting encrypted transactions over the Internet. A secure,
reliable business-enabling environment is a key element of successful e-commerce (World Bank, 2009).

® It is, of course, possible that the technological capability existing within a country might be able to dominate
the effects of external elements, providing a smooth context for technology transfer. This could accelerate
technological adaptation and improvement so as to facilitate the emergence of appropriate conditions for
technology generation, similar to those of innovation in the developed country context (Cohen, 2004).
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the developing countries (constituting the demand side of the transfer process), while the
second and third groups comprise the industrialized countries and international agencies (the
supply side), respectively. Existing weaknesses, advantages and constraints within a given
developing country, along with the benefits, recommendations and restrictions arising from
the supply side, as well as the characteristics of the candidate technology, define the context

in which a technology is transferred (Cohen, 2004).

Figure 2.5 Technology transfer context: Internal and external elements
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Source: Cohen, 2004

As most technology is designed and produced in developed countries, it is culturally-biased
in favour of those developed countries’ social and cultural systems. This bias creates cultural
and social obstacles for developing countries to transfer technology into practice (Hill et al.,
1998). Indeed, cultural and social factors are a powerful explanation for why westerners, who
attempt to implement technology transfer, are often challenged in terms of their own ideas,
beliefs, and values about how technology "should™ be utilized in developing countries as the
initiatives result in failure (Hill et al., 1998). Moreover, Mohamed et al. (2010) note that, in
order to achieve a successful technology transfer process, the cultural differences must be
considered because culture may have an undesirable effect on the technology transfer
process. Struab et al. (2001) conclude that the transfer of ICT applications into a non-Western
culture is usually seen as posing obstacles and as a source of resistance (Struab et al., 2001).

2.4 The e-commerce phenomenon in developing economies: General overview

The adoption of the Internet and e-commerce around the world is widespread. Most
countries, especially the developing nations, are making substantial investment in
modernizing and boosting IT infrastructure, building a strong telecommunications

infrastructure, and promoting Internet and e-commerce adoption in businesses, government,
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and various communities. This wide use of ICT has accelerated the growth of e-commerce in
many parts of the world, transforming businesses, increasing economic prosperity, and
facilitating communication within a country and among countries (Shalhoub and Al Qasimi,
2006). The world is rapidly moving toward Internet-based economic structures and
knowledge societies, which comprise networks of individuals, firms, and countries linked
electronically in independent and interactive relationships (Meso and Duncan, 2000). In
addition, electronic commerce promises to be the drive behind a new surge of economic
growth and development (Shalhoub and Al Qasimi, 2006). E-commerce arguably has the
potential to add a higher value to businesses and consumers in developing countries than in
developed countries. Yet, most developing country-based enterprises have failed to reap the
benefits offered by modern information and communication technologies (ICTs) (Kshetri,
2007).

E-commerce barriers in developing countries can be divided into four categories: (1)
economical, (2) cultural, (3) legal, and (4) cognitive. While economic, cultural and legal
factors focus mainly on the environmental characteristics, the cognitive component reflects
organisational and individual behaviours (Kshetri, 2007; Kshetri, 2001; Noda and Collis,
2001). Kshetri (2007) argues that because of these factors very few firms are willing to adopt
e-commerce, making it impossible for a developing country-based company to break all e-
commerce related barriers. However, Kshetri (2007) suggests that the only way to overcome
some of the barriers is to locate some e-commerce functions, such as credit card processing,
in the industrialized countries and, in order to maintain geographical proximity with
customers, organisations in developing countries can outsource some e-commerce functions
to industrialized countries and so overcome e-commerce barriers (Kshetri, 2007). Figure 2.6

illustrates the barriers that inhibit e-commerce diffusion in developing countries.
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SN Factors impacting the diffusion of e-commerce in developing countries
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Economical and technological barriers

Recent research has found that the low rate in ICT usage in some parts of Asia has been
caused by economic conditions, government control of the Internet, low affordability and
lack of telecommunication infrastructure (Zia et al., 2009). Generally speaking, technologies
typically improve as more people adopt them and gain experience with them. This link is a
positive feedback loop: the more people adopt a particular technology, the more it improves,
and the more incentive there is for further adoption (Arthur, 1990). Further, research found
that the slow Internet diffusion in developing countries has led to a low IT business value
measured by performance and productivity (Dewan and Kraemer, 2000; Tam, 1998).
Definitions of good business performance include: continuing to stay in business (Reid,

1991), achieving the desirable level of sales and financial returns (Zhu et al., 2004),
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introducing a new product and service lines, increasing the quality of product and service
offerings (Venkatraman and Ramanujam, 1986), and increasing the levels of customer
satisfaction, coordination and collaboration (Paul and McDaniel; 2004; Zhu et al., 2004;
Chang and Wang, 2008).

A study by Karanasios and Burgess (2008) indicated that the deployment of the Internet in
the least developed countries is associated with issues such as inadequate IT professionals in
the local market. Karanasios and Burgess (2008) also highlight that enterprises in developing
countries do not make use of the Internet technologies because of behavioural factors related
to customers who tend not to use the Internet for online transactions and also because of the

unwillingness of top management to learn or use the technology.

Online payment using credit cards is also a major hurdle and is a missing component of the
developing countries’ business environment (Mercer, 2006; Kenny, 2003; Miller, 2001,
Biederman, 2000). In countries like China, Brazil, and India, the availability of credit cards is
low, making it difficult to set up payment systems for those willing to buy online (Dholakia
et al., 2002). In addition, companies are required to provide alternative payment methods,
such as cash on delivery and wire transfers (Hawk, 2004; Hilbert, 2001). In Asia, 35-40% of
B2C transactions are mainly conducted on a cash-basis (compared to 3% in the USA) and
thus are not readily convertible to electronic methods (RITIM, 2001). Other features of the
financial systems are also underdeveloped (Kenny, 2003). In the Caribbean, local banks do
not process on-line credit card transactions (Fraser and Wresch, 2005) or other forms of

electronic payment systems (Wresch and Fraser, 2006).

Rapid growth of e-commerce in the USA can be attributed to infrastructure already being in
place and the easy availability of a physical delivery system. Such systems are rarer in
developing countries (Hawk, 2004). For example, in the Caribbean region, lack of delivery
mechanisms and logistical and technological infrastructures is hampering the growth of B2B
e-commerce (Wresch and Fraser, 2006). Moreover, insufficient transport networks to handle
express documents and packages are found to be a serious obstacle to China’s B2B e-
commerce diffusion, as they make it difficult for companies to realize the potential gains of
increased efficiency in their supply chains (Cheung, 2001). In the Arab region, the postal
network is small, with each office serving an average of 20,323 inhabitants (compared with a

worldwide average of 10,131 inhabitants per office). In addition, nearly 4% of the Arab
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population was still without a postal service in 2007, and just over half of Arab countries
offered online postal services in 2007, which is lower than the world average of 62.4% (UPU,

2009). Indeed, payment and delivery mechanisms are found to facilitate e-commerce.

The underdeveloped state of Internet Service Providers and the poor internet connectivity are
found to inhibit the completion of e-commerce transactions in developing countries (Kshetri,
2007; Kapurubandara and Lawson, 2006). Indeed, a slow connectivity means that a longer
time is needed to transfer data; hence, this results in a lower relative advantage of the Internet
(Kshetri, 2007). Importantly, high Internet access costs, including connection service fees,
communication fees, and hosting charges for websites are found to hinder e-commerce in

developing countries (Andam, 2003).

Cultural and social barriers

The context of developed countries is different from the developing context, both from the
point of view of economic development and of cultural orientation. In fact, the cultural
barrier is a major factor that impacts e-commerce diffusion in developing countries. Personal
relationships are important in Asian businesses and anonymous online relationships threaten
established interpersonal networks (Gibbs et al., 2003). Favouring personal face-to-face
communications over e-mails and a preference for established business relationships over the
Internet’s inter-personal efficiency also work against e-commerce diffusion (McKinsey,
2001). For instance, a study of e-commerce cultural issues in China found that the socializing
effects of commerce, transactional and institutional trust, and attitude toward debt were major
impediments to e-commerce in China (Efendioglu and Yip, 2004).

Legal and political barriers

The lack of a legal framework and well-designed policies to address problems of the validity
of electronic transactions is seen as a significant barrier that hinders the growth of e-
commerce in many developing countries (Andam, 2003). Moreover, security, privacy and
trust are sensitive issues when discussing e-commerce. Commonly, privacy and security
concerns about the transmission of personal or financial information over the Internet are
major issues for both consumers and firms, and may explain why they may be reluctant to use
the Internet to make transactions (World Bank, 2009). For example, in China, a lack of

‘transactional and institutional trust’ related to the weak rule of laws was a major impediment
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to e-commerce (Gibbs et al., 2003; Efendioglu and Yip, 2004). Moreover, a survey conducted
among Brazilian consumers indicated that the low e-commerce adoption rate was related to
government regulations such as concern about privacy and security, lack of business laws for
e-commerce, inadequate legal protection for Internet purchases and concern over Internet
taxation (Tigre and Dedrick, 2004). The United Nations (2004) noted that, in Asia, only four
countries — Singapore (Singapore Electronic Transactions Act), Malaysia (Cyberlaws),
Philippines (E-commerce Act), and Thailand (Thailand Electronic Transactions Act) — have a
legal framework for e-commerce. These frameworks provide for the legal recognition of
electronic documents and signatures and penalize common crimes committed in cyberspace
(United Nations, 2004).

Cognitive barriers

Finally, cognitive factors are related to the mental maps of individuals and organisational
decision makers (Huff, 1990). Previous research found that enterprises in developing
countries do not make use of the Internet technologies because of behavioural factors related
to customers who tend not to use the Internet for online transactions and also because of the
unwillingness of top management to learn or use the technology (Karanasios and Burgess,
2008). It is broadly believed that direct users of new ICT usually require computer literacy
and, often, knowledge of the English language because most software, human-computer
interfaces and content on the Web are in English. A lack of proficiency in the English
language has thus been a major problem among non-English-speaking customers, especially
the older generation (Kshetri, 2007; Levinson, 2004; Gibbs et al., 2003; Nunberg, 2000).
Many researchers note that in developing countries there is a lack of awareness and
understanding of potential opportunities as well as risk aversion and inertia among business
organisations and organisations’ employees, leading to a negative cognitive assessment of e-
commerce (Kshetri , 2007; Molla and Licker, 2005b; Moodley and Morris, 2004).

In summary, many practitioners and theorists are in agreement that the majority of
developing countries in the new millennium will continue moving their industrial based
societies into the information/knowledge era. In addition, many advocate the use of IT and e-
commerce as an effective way of coping with the changing environment, locally, regionally,
and globally. Shalhoub and Al Qasimi (2006) go one step further by stating that the adoption
of electronic commerce at the national level plays a critical role for countries in their bid to

survive in a hostile, complex, and turbulent global environment. The following sections will
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discuss e-commerce development and trends in the Arab world and the Arab Gulf countries
in order to understand e-commerce variation across these economies. Essentially, the success
of e-commerce across national borders is a function of several variables, including national
economy, national literacy, telecommunications availability, and technology penetration and

acceptance (Sagi and Thomas, 2004).

2.5 E-commerce in the Arab world and the Arab Gulf countries

The Arabian region covers a vast geographic area spanning two continents, Asia and Africa.
Commonly, Arab countries have a long-standing cultural tradition and are similar in many
ways, such as in their religion, customs and values, history, and language (Hu et al., 2010).
However, the Arab world differs mainly in terms of wealth and size. Wealth-wise, most Arab
countries, with the exception of the Arab Gulf countries or the Gulf Cooperation Council
countries (GCC)®, do not have access to sufficient wealth and resources. In fact, the average
GDP per capita of Arab Gulf countries exceeds that of the world average and some advanced
countries (Aladwani, 2003).

In terms of area size, the Arab North-African sub-region covers a larger geographic area and
is populated by more people than any other sub-region in the Arab world, while the Gulf sub-
region (excluding Saudi Arabia) covers the smallest area and is inhabited by the least number
of people. Wealth and size limitations impose some serious development challenges upon
some Arab countries. For example, the economies of Arab-African countries and Yemen
(with less money to spend and a larger area to develop) have a tendency to invest less in
nation-wide projects requiring high government spending, such as building an advanced

telecommunication infrastructure (Aladwani, 2003).

The Arabian region is playing a growing role in the global economy and has progressively
realized technology-enabled modernization. Moreover, technology has become an integral
feature in the Arabian business landscape and its modernization efforts (Hu et al., 2010).
However, it is believed that this region has received surprisingly scant attention and, as noted

by Aladwani (2003), there is very little empirical evidence on e-commerce and aspects of the

® The Gulf Cooperation Council (GCC) was established in accordance with an agreement concluded in 1981 in
Riyadh, Saudi Arabia between: Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and the United Arab Emirates
(UAE). These countries declared that the GCC is established in view of the special relations between them, their
similar political systems based on Islamic beliefs, joint destiny and common objectives (Shalhoub, 2006).
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Internet in the developing Arab nations. This fact suggests bad news for those CEOs who are

eager to exploit the Internet to enter into the Arabian market (Aladwani, 2003).

To measure Arab countries’ e-commerce development requires a weighted combination of
many indicators and parameters, such as: secure hosting, e-payment infrastructure,
infrastructure access and affordability, Internet penetration and availability, computerization,
user awareness, a legal and regulatory framework and secure on-line banking and payment.
The United Arab Emirates (UAE) and Bahrain are the most advanced countries in the region
measured by country e-commerce parameters, followed by other Gulf countries, and
countries like Lebanon, Jordan and Egypt on selected indicators. The regional e-commerce
readiness statistics among selected Arab states are indicated in Table 2.5 as well as their

characteristics in terms of income category and population.
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IEEVX Benchmarking of selected Arab countries e-commerce indicators

Price basket for

Secure Internet Personal Internet
. Internet Telephone Internet -
Population users (% servers per computers lines per hosts per US$/mon
Country Region Income category | (millions) N million (PC) per 100 P 1000
a population) . . 100 people . th (2009)
(2009) (2010) population population (2008)° population a
(2009) ° (2008) (2010) ¢
Algeria M&f&';’?ﬁzga”d ﬁ\ggfn:m'dd'e' 34,895,470 3.6% 0.52 1.07 9.64 572 117.22
Bahrain Arabian Gulf High-income 791,473 88% 78.23 74.6 28.42 53,944 112.09
Egypt '\N"(')ft‘?]';'?ﬁi;a”d ;%‘g’ﬁ;m'dd'e' 82,999,393 212 % 1.05 3.92 14.64 187,197 155.61
Middle East and Lower-middle- 0
Iraq North ATt e 31,494,287 11% 0 1 352 9 n/a
Jordan '\N"c')ft‘:]';']fﬁi;a”d :-n‘é‘g’ﬁ;m'dd'e' 5,051,000 27.2% 8.8 7.48 8.79 42,412 127.82
Kuwait Arabian Gulf High-income 2,794,706 39.4 % 64.88 2222 19.83 2,485 124.99
Lebanon '\N"(')?t?]';']fgi;a”d i‘;‘;gﬁ;m'dd'e' 4,223,553 242 % 15 10.18 17.88 51,451 103.41
Libya '\N"c')?t?]'eAEf}iga”d i‘;‘ggfn:m'dd'e' 6,419,925 5.5% 0.48 2.19 16.41 12,432 121.90
Mauritania Sub-Saharan Africa | Low-income 3,290,630 2.3% 1.56 454 2.37 23 125.04
Morocco '\N/'(')ft?]';']ff}i;a”d ;%‘g’ge'm'dd'e' 31,992,592 33.0% 1.41 5.70 9.46 277,793 110.39
Oman Arabian Gulf High-income 2,845,415 41.7% 12.06 16.88 9.84 9,114 127.40
Qatar Arabian Gulf High-income 833,285 51.8% 76.37 15.69 20.56 822 139.25
Saudi Arabia Arabian Gulf High-income 25,391,100 38.7% 8.28 69.8 16.64 488,598 122.90
Syria I\NA(I)?t?:;Eﬁi;and ;%‘g’ﬁlrém'dd'e' 21,092,262 17.7% 0.15 8.78 17.12 8,114 136.19
Tunisia '\N"(')‘:t?]';'?ﬁiga”d m"gge'm'dd'e' 10,432,500 34.0 % 10.65 9.66 12 490 117.43
Emitfstgrab Arabian Gulf High-income 4,598,600 75.9% 125.77 33.08 33.63 379,309 nla
Yemen Middle East and Lower-middle- 23,580,220 1.8% 0 2.77 4.87 255 14753
North Africa income

Note: Arab Gulf region statistics are represented in boldface letters and numbers
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Table 2.5 shows that the six Arab Gulf countries dominate the top connectivity rankings in the
region as reflected by the number of Internet users and personal computers per 100 measures. On
average, about 56 percent of the population of these six countries have Internet access compared
to an average of only 16 percent of the population of the remaining countries. Irag and Yemen,
however, dominate the bottom of the same list of rankings with 1 and 2 percent, respectively, of
the population of this sub-region having access to the Internet. Bahrain has the highest Internet
penetration rate in the Arab world with 88 percent of the population having access to the Net.
UAE has the second highest penetration rate in the region with 76 percent. Although the Arab
region is home to five percent of the world’s population, it represents less than four percent of
the world’s Internet users (InternetWorldStats, 2010). This may be attributed to the high internet
costs compared to developed countries.

The figures in Table 2.5 also show that the Arab Gulf sub-region again dominates the top PC
ownership rankings in the whole Arab region. The relatively high penetration of PCs in Gulf
countries may be because they are seen as luxury goods. On average, about 39 percent of the
population of these six countries own a PC compared to an average of 5 percent of the
population of the remaining countries. Iraq and Algeria dominate the bottom of the same list of

rankings with 1 percent of the population of these countries owning a PC.

In terms of number of hosts per 1,000 people, Table 2.5 shows that the four countries (Saudi
Arabia, United Arab Emirates, Morocco and Egypt) dominate the top rankings. On the other
hand, Irag and Mauritania have the least number of hosts among all sub-regions of the Arab
world with 0.009 and 0.023 hosts per 1,000 inhabitants, respectively. In terms of the absolute
number of Internet hosts, Saudi Arabia comes first with more than 488,000 hosts and Iraq comes
last with only 9 Internet hosts. Finally, the figures in Table 2.5 show that four Arab Gulf
countries (the United Arab Emirates, Bahrain, Qatar and Kuwait) dominate the top of the
rankings for secure servers per 1 million people in the whole Arab region. On the other hand,
Egypt, Iraq, Libya, Mauritania, Morocco, Syria and Yemen dominate the bottom of the same list

of rankings with less than 2 secure servers per 1 million people.
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The Middle East is considered the region to have benefited the most from ICT enhancements. A
recent research study shows that the Middle East spent approximately $50 billion in 2009 in IT,
up from around $30 billion in 2007, with the Gulf region spending about $12 billion (Ashrafi and
Murtaza, 2011). E-commerce growth in Arab countries is noteworthy. Many of the large and
leading Arab companies in the fuel, petroleum gas and petrochemical sectors have already
introduced advanced e-commerce systems. For instance, Saudi Arabian Aramco has introduced
Internet Petroleum Products Sales (IPPS) for Liquified Petroleum Gas (LPG). In fact, most major
players in the fuel, petroleum, and gas sector today consider the Internet and Intranet as vital
business operation, information and knowledge-sharing tools for enhancing productivity and
efficiency, and the economic effect on sales, procurement and contracting are already immense
(ESCWA, 2003). Further, in 2005, Arab consumers spent more than US$1 billion on products
and services purchased over the Internet and B2B monetary transactions reached more than
US$3 billion. It is expected that half of the spending on e-commerce will come from individuals

and organisations operating in Arab Gulf countries (Aladwani, 2003).

In the Arab countries, credit cards generally meet the most typical digital payment requirements
as they have been established on the Internet for a while. To obtain e-banking and equity
investment, companies from Arab countries need to be registered in local, regional and global
Internet-based commercial risk databases (ESCWA, 2003). Subsequently, there is still potential
for the provision of online postal services in the Arab region. In 2007, the postal network in the
Arab countries comprised around 16,000 permanent post offices (2.4% of the world total) (UPU,
2009). Figure 2.7 illustrates access of the world wide population to mail delivery in 2007. The
figure shows that, in the Arab region, more than 60% had mail delivered to the door; however,
32% had to collect their mail from a postal establishment (see Figure 2.7). It is to be noted that,

in the majority of Gulf countries, mail is delivered via post office boxes (UPU, 2009).
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SN Access of the population to mail delivery by region in 2007
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People in the Arab world have not fully understood and accepted the use of new Internet
technologies due to the fear of threats to their personal privacy and financial security (Al Hosni
et al., 2010; Khasawneh, 2009). Unless businesses and consumers are educated about the
opportunities and benefits offered by ICT, and unless they are trained to use the Internet, e-
commerce will not take off. While access to computers and the Internet is essential, it is not
enough; it is equally essential to create a demand for the new technologies and for e-commerce
(UPU, 2009). Al Hosni et al. (2010) argue that a consideration of culture, religious beliefs and
the adoption of Arabic languages would be more acceptable to the individual in the Middle East.
In addition, the preference of Arab people is to use face-to-face dealings with others, establish a
family like relationship and build trust and consensus (Hill et al., 1998). Thus, building up a
technology that is far removed from such patterns of behaviour and thinking could face some

resistance.
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The major problems negatively affecting the adoption of ICT in most Arab countries can be
attributed to problems related to their government’s policies and regulations (Hamade, 2009).

For example, Kuwait has no law which is exclusively concerned with the Internet as yet, and the
law concerning the Internet and websites is covered by the Press Act of 2006.

2.6 The E-commerce situation in Saudi Arabia

Over the past decade, the Kingdom has taken major steps and implemented initiatives towards
strengthening and enabling the environment for effective e-commerce (Mustafa, 2002). The ICT
sector in Saudi Arabia is fast growing. The Government of Saudi Arabia has acknowledged the
vital role of ICT for socio-economic development and emphasizes ICT development as the
centre piece of a national plan to bridge the digital divide by taking a number of steps to
liberalize the market and create a positive regulatory framework to encourage investment and
promote growth of the ICT market. For example, in 2004, Saudi Arabia launched the home
computer project with the aim of increasing the reach of the Kingdom's e-Government systems
to Saudi households, and helping to transform Saudi Arabia into a digital society. Participating
citizens were asked to pay around $25 a month for two years via their telephone bill for a high
specification home computer. Generally speaking, however, the Saudi Arabian government is
still at the stage where they are trying to encourage people to go online and register to e-

government services.

The Internet in Saudi Arabia is supervised by the government and all Internet connections are
routed through government hubs that filter ‘unsuitable’ content. At the present time, individuals,
companies, organisations and government agencies other than universities must subscribe to the
Internet through a licensed Internet service provider (ISP) in the Kingdom. Universities are
allowed to have their own Internet services (Alfuraih, 2008). Despite its vigilance about content,
the Saudi government encourages Internet use because it believes that increased Internet use will
aid national development projects. To increase access and use of the Internet, the government has
developed the country's communication infrastructure and increased the geographic coverage of
Internet services. Saudi Telecommunications Corporation (STC) recently introduced digital

subscriber line (DSL) technology to major cities, and has pushed for significant cuts in
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connection and phone charges, which started in 2003. The STC’s intention was to service 3.3
million regular Internet users by 2005, and it reached 2,540,000 by that target date (Shalhoub,
and Al Qasimi, 2006).

Saudi Arabia has a population of over 25 million, but only 9 million, or about 39% of the total
population, have Internet access. By contrast, the UAE has a population of about 4 million; about

3 million, or 76% of the total population, have Internet access (see Figure 2.8).

SONEWXI The percentage of Internet users in the GCC states
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Source: InternetWorldStats, 2010

The World Economic Forum (2010) classified the UAE, Bahrain and Qatar as advanced
countries. These countries have used information and communication technologies (ICTs) as a
development enabler, and government policies have helped them reach an impressive level of
ICT access. This includes the latest technological initiatives such as the Dubai Internet City and
E-Government in the United Arab Emirates (the highest ranked Arab nation in terms of network
readiness) (Nathan and Ahmed, 2008; Shalhoub, 2006). Having said all this, however, it must be

recognised that while Saudi Arabia may lie behind its smaller neighbours who are making more
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progress in terms of rapid Internet-related achievement, a relative view of its size must be
maintained when judging its progress towards the goal of universal access to the Internet
(Moores, 2002).

Research conducted by King Abdul Aziz City of Science and Technology (KACST)® to
investigate the use of the Internet among Saudi registered companies found that 67% of the
surveyed companies do not have Web access; out of those companies with access, 57% do not
use the Internet at all, and, finally, only 10% of the Saudi-based companies have a Web presence
(KACST, 2006). The number of Saudi customers who are using the Internet to buy and sell
products and services is increasing. Business-to-consumer (B2C) e-commerce is showing growth

and, currently, all Saudi commercial banks have Web sites that offer online banking services.

The growth of e-commerce has remained limited compared to other countries in the region, and
this has been a result of the country's relatively low usage of credit cards, widespread fears of
credit card fraud and a shortage of highly skilled ICT professionals. According to a recent study
by Alfuraih (2008), the current use of credit cards as a means of payment is low and the number
of credit cards as a ratio to debit (or ATM) cards in the country is currently only 1:10. Moreover,
Alfuraih (2008) reports that the use of credit cards as a means of payment is not widely used in
Saudi Arabia for three reasons. First, Islam prohibits people to take or give financial interest and
most credit cards work on this basis. Second, most consumers use debit cards (ATM cards),
removing the need for credit cards (unless there is a need to be able to access cash
internationally). Third, disputes in Saudi Arabia involving credit cards usually mean that the
customer will have to put forward the cost of the transaction first and only then will the dispute
be investigated and hopefully resolved in their favour (Alfuraih, 2008). The prospects for e-
commerce may also be constrained by the fact that shopping is a key social activity in the
Kingdom and people may be reluctant to abandon this to shop online. Table 2.6 shows the extent
to which credit and charge cards were used in different countries in 1998 and 2005 including
Saudi Arabia. The Table reveals that credit card penetration varies widely among countries. The

10 KACST is the sole institution responsible for Internet provision. It formulates the rules that govern the use of the
Internet in Saudi Arabia and governs the Saudi domain. KACST also uses techniques and equipment that filter
Internet content, effectively cutting off the websites the government wants to ban from its audience in order to
protect Islamic values and culture.
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United States, for example, had a penetration of 2.53 cards per capita in 2005 versus only 0.04
cards per capita in Saudi Arabia. Moreover, there is more variation in credit card penetration in
Asia than in Latin America or the transitional economies in Eastern Europe (such as the Czech
Republic, Hungary, Poland, and Russia). Finally, the number of credit card companies
competing in a country varies significantly, from eight in Russia to one in China. There appears
to be a rough correlation between the number of companies and credit card penetration (Schmith,
2008).

Although the Ministry of Commerce and Industry established a permanent technical committee
in January 2000 to prepare a legal framework for online transactions and trading on the Web, the
final version of the legislation has not been adopted or fully achieved and is probably still under
consideration (Albur, 2008; Sait et al., 2004). Further, it is believed that laws that govern
cyberspace are not given the required attention. According to Albur (2008), in Saudi Arabia there
is still no legislation for intellectual property, consumer protection, contract law and dispute
resolution, the basis of taxation and Zakah, classification of e-commerce transactions, and
compliance and enforcement issues. It is to be noted that, for contract law and dispute resolution,
Saudi Arabia has no legislation specifically related to e-commerce contract disputes. Moreover,
there have been no publicised disputes to establish a precedent for dispute resolution since

Internet access became legal (Economist Intelligence Unit, 2007).
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Source: Economist Intelligence Unit (2007) and Schmith, S. (2008).

Basically, the Kingdom has passed a number of laws related to computer crime, stemming from
its basic principle which states that the Quran, and the Hadith (sayings) and Sunna (tradition) of
the Prophet Mohammed, are the constitution of Saudi Arabia. These laws are generally focused
on hackers and other individuals who use computer networks for illegal purposes. In 2007, the
Saudi government endorsed a new law called the Cyber Crime Act to combat crimes over the
Internet such as Internet hacking, fraud and privacy violations. This law aims to protect public

interest, morals, public ethics, and the national economy. Moreover, the Cyber Crime law paves
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the way for establishment of an IT legal system that safeguards the rights resulting from the legal

use of computers and information networks (Albur, 2008).

Universally, it is believed that a country’s postal and delivery services are an important part in
the e-commerce project. In fact, the Saudi Arabian postal service is understood to be slow and
inefficient. Further, mail cannot be delivered directly to homes or offices (and can only be
delivered to mail boxes). However, recently, Saudi post established a new service called ‘Wasel’
to deliver mail in a timely manner direct to houses using latest technology smart P.O. boxes. E-
commerce merchants will, as a result of this project, be able to deliver goods directly to houses,
increasing levels of trust in the transaction system as a whole and ensuring that the items ordered
will go directly to the payee’s registered address rather than the P.O. Box number used
previously. This service is not free and customers are required to subscribe to the service.
Nevertheless, more infrastructure improvements are intended to change this situation in order to

facilitate e-commerce applications (Alfuraih, 2008).

E-commerce could enable Saudi Arabia to experience a more open economy and increase its
comparative advantage worldwide, hence helping in the nation's economic development, and
providing new opportunities for penetrating international trading markets, especially for small
and medium size enterprises which lack the resources enabling them to promote themselves
globally (Kamel, 2000). This study will try to determine and discover the factors that influence

the widespread use of e-commerce among Saudi business organisations in the private sector.

2.8 Chapter summary

The spatial implications of the communication revolution are profound but still uncertain for
developing countries, which still have a long way to go before being able to fully realize the
benefits of e-commerce. This chapter has provided an overview of technology development, the
e-commerce status and the Internet in developing countries, in general, and the Arab World and
Saudi Arabia, in particular, as this is critical to the focus of this study. Clearly, there is much to

be learned about e-commerce in the developing world.
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The following chapter will provide an overview of relevant previous research and salient theories
and models, and discuss the potential factors that are found to affect technology adoption by
organisations. Some studies have explored these factors for the global mean; this study, however,
will focus on Arab countries in the Arabian Gulf region that share similar characteristics such as

culture, religion, language and history. In particular, this study will focus on Saudi Arabia.

77



Chapter Three: Theoretical background

SO CRNEN Overview of chapter three

3.1 Introduction
Vv
3.2 Innovation Adoption
Vv
3.3 Theories and models of technological innovation adoption
N
3.4 Prior research on technological innovation adoption

N

3.5 Attributes of the innovation
N

3.6 Organisational context effects
N

3.7 Environmental determinants
N

3.8 Chapter summary

78



3.1 Introduction

The purpose of this chapter is to review the theoretical literature and empirical studies about
innovation adoption, the determinants and moderators that influence organisational innovation
adoption. Moreover, this chapter discusses innovation adoption theories and frameworks that are
popular in examining the nature of the relationships between adoption of innovations by
organisations, organisations’ external environments and their internal characteristics.
Consequently, this chapter examines studies relating to organisational innovation adoption and
identifies the proposed determinants that are found to influence the adoption process. In
conclusion, from these aspects, it is possible to develop a series of research propositions that
form the focus of this research. An overview of the organisation of this chapter is shown in

Figure 3.1 (previous page).

3.2 Innovation Adoption

Researchers report that innovation is a concept central to economic growth and is critical to firm
competitiveness and effectiveness (Damanpour and Wischnevsky, 2006; Wolfe, 1994). In fact, a
better understanding of innovation can contribute to the practice of management (Leifer et al.,
2000; Van de Ven, 1986).

The word innovation is derived from the Latin word novus, or new, and it can be alternatively
defined in two separate ways: (1) bringing new ideas, products, services or devices, or (2)
bringing new technologies or practices into use (Damanpour 1991). The conceptualisation of
innovation to be used for this study subscribes to the latter definition. Companies that innovate
earlier than others are more likely to acquire real and significant competitive advantages
(Salavou et al., 2004).

A number of authors have defined adoption in many ways and have differentiated between
adoption, development, implementation and use (Rogers, 1995; Cooper and Zmud, 1990; Kwon
and Zmud, 1987; Zmud, 1982; Daft, 1978; Pierce and Delbecq, 1977). In this study, ‘adoption’
has been conceptualised as the generation, development and implementation of new technology

(Damanpour, 1991). Moreover, the diffusion of an innovation refers to the process by which
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innovations spread to individuals within an organisation or organisations within a population

over time (Rogers, 1983).

Information systems (IS) researchers have proposed that Internet technologies such as e-
commerce can be considered as a technological innovation which offers firms opportunities to
establish interactive relationships with business stakeholders (i.e. business partners and suppliers,
logistics providers and customers), improve operating efficiency and expand their market reach
(Jackson and Harris, 2003; Patterson et al., 2003; Daniel et al., 2002; Kendall et al., 2001a;
Prescott and Conger, 1995). Furthermore, llori and Irefine (1997) assert that successful adoption

of any form of technology by a firm may be regarded as an innovation.

It is noteworthy that differentiation between innovators and non-innovators occurs when the
innovation is put to use within organisations. Some organisations are found to adopt the new
innovation right away and these organisations are classified as early adopters Rogers, 1995).
Organisations that wait to see how successful an innovation is before making the decision to
adopt are known as late adopters (Hubbard and Hayashi, 2003). Moreover, Swanson (1994)
notes that first or early adopters of an innovation within an organisational population are viewed

as innovators.

Swanson (1994) proposed the following three-category construct to better classify information
system (IS) innovations, which may enhance our understanding of the adoption and use of e-
business technology:
Type I: Innovations that mainly used to enhance efficiency or effectiveness within IS
function, such as relational database and object-oriented technologies for enhancing the
efficiency of system delivery.
Type II: Innovations that support the administration and operational processes of firms.
Type 1l1: Innovations that are embedded in the core technology of a business and that

are supposed to influence core business processes or strategies.

Researchers argue that e-commerce essentially belongs to Type 1l innovation because it is often

embedded in the firm's core business processes or is extending basic business products and
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services, and integrating suppliers and customers in the value chain ( Hong and Zhu, 2006; Wu et
al., 2003; Chatterjee et al., 2002). Therefore, this study considered e-commerce as a type Il
technology and examined the adoption of B2B e-commerce from the perspective of information
technology innovations. A brief review of both the conceptual and empirical literature provided
below discusses some of the most important factors that affect IT and e-commerce adoption
decisions. Where relevant, studies that have evaluated IT and e-commerce adoption in Saudi

Arabia are reported.

3.3 Theories and models of information system innovation adoption

This section discusses information system (IS) innovations adoption theories and frameworks
that are popular in examining the factors that facilitate or inhibit the adoption and diffusion of
information technology innovations in organisations. The study of adoption and diffusion of IS
innovations has been studied since the early 1940s (for example, see Ryan and Gross, 1943) and
has received considerable interest from, industry groups, policy makers and scholars in the social
sciences. Moreover, the body of knowledge that exists on IS innovation adoption and diffusion
has been based on a set of theoretical frameworks from a variety of disciplines such as sociology,
medicine, economics, marketing and psychology (Gatignon and Robertson, 1989). In fact,
adopting new innovations is a fundamental concept of economic growth and can be an enabler
for achieving sustainable competitiveness for organisations (Barrett and Sexton, 2006;

Damanpour and Wischnevsky, 2006).

In recent years, there appears to be significant potential to study organisational adoption of IS
innovations such as e-commerce (Tan et al., 2007), e-business (Zhu et al., 2003) and smart-card
payment systems (e.g. Plouffe et al., 2001). Research has called for organisations to be more
innovative to effectively meet the changing demands of today’s environment (Sarros et al.,
2008). Table 3.1 summarises theoretical models used for examining organisational/individual
level factors affecting information systems (IS) innovations adoption and diffusion. In fact, the
explanatory power of these theories was tested empirically by many qualitative and quantitative
studies to identify factors that facilitate or hinder 1S adoption and diffusion (Shalhoub and Al
Qasimi, 2006; Zhu et al., 2006a; Thong, 1999). Moreover, it is believed that there is not a single,
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unitary theory, but rather different theories to explain different aspects of innovation (Downs and
Mohr, 1976).

IV IR Theoretical models used for examining organisational/individual level factors

affecting information systems (1S) innovations adoption and diffusion

Theory Level of analysis Studies
Technology acceptance model | Individual Grandon and Pearson (2004)
(TAM) Igbaria el al. (1997)
Theory of planned behaviour | Individual Workman, M. (2005)
(TPB) Riemenschneider and McKinney (2001).
Theory on  Diffusion  of | Organisation Bradford and Florin (2003)
Innovation (DOI) Mustonen-Ollila and Lyytinen (2003)

Armstrong and Yokum (2001)
Beatty et al.(2001)

Agarwal and Prasad (1997)
Resource-based theory (RBT) Organisation Zhu and Kraemer(2005)
Barney and Arikan (2001)
Gregoire et al.(2001)
Bharadwaj (2000)

Andreu and Ciborra (1996)
Clemons and Row (1991)

Barney(1991)
Technology-organization- Organisation Scupola (2003)
environment (TOE) framework Wu et al. (2003)
Institutional theory Organisation Gibbs and Kraemer (2004)
Chatterjee et al.(2002)
Scott (1995)

King et al. (1994)

Abrahamson and Rosenkopf (1993)
Structuration theory Organisation Walsham (2002).

Barrett and Walsham (1999)

Orlikowski and Robey (1991)
[
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3.3.1 Technology acceptance model (TAM)

Technology Acceptance Model (TAM) was introduced by Davis et. al.(1989) to help explain, as
well as predict the factors that affect behavioural intention to use information or computer
systems by tracing the impact of external factors on internal beliefs, attitudes, and intentions. It
suggests a causal linkage between two key variables —perceived usefulness (PU) and perceived
ease of use (PEOU) — and users' attitude, behavioural intention, and actual system adoption and
use (Davis, 1989).

Perceived usefulness (PU) captures the user’s perception that a specific innovation—such as
information technology —will improve his or her work performance. Perceived ease of use
(PEOU) captures the user’s expectation about the effort required to use information technology
innovations (Davis et. al., 1989). Moreover, attitude toward use (AT) is determined by PU and
PEQU. Furthermore, behavioral intention to use (BI) is jointly determined by attitude towards
use (AT) and perceived usefulness (PU). Finally, the actual system use is determined by
behavioural intention (BI) (Gentry and Calantone, 2002).

Because Davis’ technology acceptance model (TAM) incorporates findings from the information
systems (IS) literature, its use is becoming widespread in the diffusion of innovation literature.
TAM has been used for studying individual computer and software applications usage such as
email, word processing and spreadsheet software, (e.g. Davis, 1993; Mathieson, 1991; Davis et
al., 1989). In recent years, in line with the development of the Internet and Internet-based
technologies, there have been a number of attempts to test the applicability of TAM in the areas
of organisational contexts (e.g., Venkatsh and Davis, 1996), e-commerce (e.g., Jiang et al.,
2000), telemedicine (e.g., Karahanna et al., 1999), and digital library systems (e.g., Davies,
1997).

Gentry and Calantone (2002) find that TAM is superior for explaining variance in behavioral
intention within a procurement context and the authors believe that this is at least partially due to
TAM’s use of two specific beliefs—Perceived Usefulness and Ease of Use—that apply to all
attitudes in varying contexts (Gentry and Calantone, 2002). Further, Rose and Straub (1998)
extend Davis’s (1989) Technology Adoption Model (TAM) to understand how, and why, IT
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technology has, or has not, been adopted by less developed countries (LDC). They test the model
in five Arab countries (Jordan, Egypt, Saudi Arabia, Lebanon, and UAE) with the objective of
being able to predict factors that lead to use. They conclude that TAM transfers successfully and

recommend an investigation in future research of cultural factors.

An important point to note is that, although the TAM has been widely used for explaining
technology acceptance by users, there has been increasing concern about the appropriateness and
comprehensiveness of TAM. Some scholars have criticised the model for its assumption that
perceived ease of use and perceived usefulness are always the primary determinants of users’
acceptance of technology systems (Park et al., 2008). For example, Davis (1989) argues that
research should explore other variables that could affect perceived ease of use, perceived
usefulness and could improve the model’s predictive power in order to enrich the explanation of
the acceptance of technology systems depending on specific technology adoption contexts.
Therefore, researchers conclude that the predictive power of TAM is limited, hard to increase
and should be extended to include additional constructs to better explain behavioural intention to
use information systems (Lopez-Nicolas et. al., 2008; Legris et al, 2003)

3.3.2 Theory of planned behaviour (TPB)

TPB has been successfully applied to the understanding of individual acceptance of many
different technologies (Harrison et al., 1997, Taylor and Todd, 1995, Mathieson, 1991). It posits
that individual behaviour is driven by behavioural intentions. Behavioural intentions are a
function of an individual's attitude toward the behaviour, the subjective norms surrounding the
performance of the behaviour, and the individual's perception of the ease with which the
behaviour can be performed (behavioural control). Attitude toward the behaviour is defined as
the individual's positive or negative feelings about performing a behaviour. Subjective norm is
defined as an individual's perception of whether people important to the individual think the
behaviour should be performed. Behavioural control refers to people's perception of the ease or
difficulty of performing the behavior of interest (Eagly and Chaiken, 1993; Ajzen, 1991).
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Theory of planned behaviour has been successfully applied to various situations in predicting the
performance of behaviour and intentions, such as intentions to use a new software application
(Mathieson, 1991). Harrison et al. (1997) use TPB to explain and predict small business
executives' decisions to adopt IS innovations. Their results indicate strong support for a decision
process based on attitude (perceived positive and negative consequences for the firm), subjective
norm (social expectations), and perceived control (resources to overcome obstacles) regarding 1S
innovations' adoption. Ramdani (2008) argued that TPB is not specific to IS usage and is less
parsimonious than TAM. Also, TPB requires unique operationalisations in every different
situation to which it can be applied (Ramdani, 2008; Mathieson et al., 2001).

3.3.3 Theory on Diffusion of Innovation (DOI)

Studies on the adoption of information technology innovations have been well documented in the
literature. Rogers’ (1983) innovation diffusion theory is useful for the study of the factors that
facilitate or hinder technology adoption and diffusion. This theory states that an innovation’s
adoption rate and ease of implementation depend on five general attributes: relative advantage,
compatibility, complexity, observability, and trialability (Rogers, 1983). Table 3.2 briefly defines
Rogers’ (1983) five innovation attributes and it is believed that innovation attributes play an

important role in whether a particular innovation is adopted or rejected by organisations.

Fichman and Kemerer (1993) note that organisations are more likely to be willing and able to
adopt innovations that offer clear advantages, that do not drastically interfere with existing
practices and that are easier to understand. In fact, the higher the relative advantage and
compatibility is for an innovation, the higher is the rate of diffusion. On the other hand,
trialability and observability are both related to risk in which adopters look unfavourably on
innovations that are difficult to put through a trial period or whose benefits are difficult to see or

describe (Fichman and Kemerer, 1993).
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I A Attributes of innovation

Aston University

Information on this page has been removed for data
protection purposes

Source: Rogers, 1983

The literature shows that the DOI theory has a solid theoretical foundation and consistent
empirical support (Zhu et al., 2006a; Seyal and Rahman, 2003; Moore and Benbasat, 1991). It is
believed that the theory on diffusion of innovation provides well developed concepts and a large
body of empirical results applicable to the study of information systems’ (IS) innovations
adoption and implementation, as well as tools, both quantitative and qualitative, for assessing the
likely rate of diffusion of a technology, and identifies numerous factors that facilitate or hinder
technology adoption and implementation (Fichman, 1992; Moore and Benbasat, 1991).
Nevertheless, researchers on complex organisational technology have criticised the deficiencies
of the innovation diffusion theory in explaining the adoption behaviour and have concluded that
innovation attributes are not sufficient to understand the adoption behaviour of complex
organisational technologies (Lee and Cheung, 2004; Chau and Hui, 2001; Prescott and Conger,
1995; Brancheau and Wetherbe, 1990).
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Lee and Cheung (2004) argue that Rogers’ model excludes the possibility of influence from
organisational and environmental factors. Moreover, Pe'rez et al. (2004) assert that “classical
diffusion variables by themselves are unlikely to be strong predictors of adoption for complex
organisational technology, suggesting that additional factors, either as independent or control
variables, should be added” (Pe’rez et al., 2004: 281).

Recent research by Parker and Castleman (2009) notes that DOI has limitations because it does
not provide a lens for examining the nature of relationships between organisational and
individual decision-making, and the complex social contexts (including change agents) in which
firms make decisions. Moreover, they believe that additional theory must be combined with DOI
to form an integrated theoretical framework for future research on organisational e-commerce

adoption.

3.3.4 Resource-based theory (RBT)

Resource-based theory (RBT) explains how firms can gain a sustainable competitive advantage
by exploiting and developing resources (such as competencies, assets, know-how and
capabilities) that are unique and, therefore, not imitable by competitors (Rivard et al., 2006;
Caldeira and Ward, 2003). Moreover, RBT postulates that the services rendered by a firm’s

unique bundle of resources and capabilities may lead to value creation (Amit and Zott, 2001).

A firm’s resources and capabilities are valuable if, and only if, they reduce costs or increase
revenues compared to what would have been the case if the firm did not possess those resources
(Barney, 1997). These resources and capabilities can be physical assets, human capital and
organisational capital. Physical capital includes tangible resources such as financial resources,
technology, and machinery. On the contrary, human capital and organisation capital are
intangible resources. Human capital deals with expertise, skills, and relationships, for example,
while organisational capital deals with issues such as structure, processes, reputation, processes,
managerial attributes, information and knowledge possessed by the firm. These resources can

enable a firm to conceive and implement strategies for improving efficiency and effectiveness
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(Wernerfelt, 1984). Moreover, the firms can access and exploit external resources from the

environment such as trading partners and customers (Parker and Castleman, 2009).

In the IS literature, the RBT has been used to explain how firms create value from IT assets and
an organisation's skills to leverage overall IT effectiveness (Clemons and Row, 1991; Jarvenpaa
and Leidner, 1998). Parker and Castleman (2009) note that e-commerce technologies are
resources because e-commerce adoption is seen to result when firms acquire and use e-business-
related resources effectively. Zhao et al. (2008) adopted the RBT to study the process of e-
business value creation and they demonstrated the causal relationships among strategy, IT-
related resources, and e-business capabilities and their roles in determining organisational
transformation and outcome of e-business implementation. Concurrently, Zhu et al. (2004)
assesses the business value of e-commerce capability and information technology (IT)
infrastructure in the context of electronic business at the firm level. His results were consistent
with the resource-based theory and provide empirical evidence for the complementary synergy

between front-end e-commerce capability and back-end IT infrastructure.

Although the RBT highlights the capabilities that any firm must have or acquire to adopt e-
business, and it recognises intangible as well as tangible resources (Parker and Castleman, 2009),
RBT has been criticised on many counts. Priem and Butler (2001) assert that the resource-based
view is lacking external measures that determine the value producing capability of the utilised
resources. Moreover, Hooley et al. (1998) criticise the resource-based view for its inward focus
in which they note that the problem with an inward focus is that risks are often ignored in market
demand. Subsequently, Parker and Castleman (2009) note that RBT assumes the resources are
typically used to their fullest potential. For example, studies applying RBT found that it was
proactive firms who performed better with e-business because they used it to support their
strategies and leverage competencies, and because they developed internal e-business
capabilities (Parker and Castleman, 2009; Rivard et al., 2006; Caldeira and Ward, 2003). These
studies also found that RBT did not explain the adoption decisions of firms because external
factors sometimes resulted in adoption even though these firms did not develop internal e-
business capabilities or leverage their competencies (Parker and Castleman, 2009; Rivard et al.,
2006).
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3.3.5 Technology-organization-environment (TOE) framework

Tornatzky and Fleischer (1990) in their book developed a framework called the Technology-
Organisation-Environment (TOE) framework. The framework specifies the three contexts that a
firm uses to determine how they would take advantage of the new technology. First,
technological context, which refers to the nature of the technology adopted and looks into the
existing technology that is available in the industry in order to determine the ability of the firm to
move on an innovation initiative. Second, organisational context, which includes: ‘an
organisation’s attributes such as its size, centralisation, formalisation, the quality of its human
resources, the complexity of the organisation’s managerial structure, and the amount of slack
resources available internally’ (Tornatzky and Fleischer, 1990: 153). Third is the environmental
context, which includes the industry an organisation is in, its competitors, its accessibility to the
resources supplied by others and dealings with government (Depietro et al., 1990; Tornatzky and
Fleischer, 1990).

The TOE framework has been utilised for studying different types of technological innovations.
More broadly, it has been tested in the context of information technologies (i.e. Thong, 1999),
electronic data interchange (EDI) (i.e. Chau and Tam, 1997; lacovou et al., 1995; Kuan and
Chau, 2001) and e-commerce (i.e. Robertson, 2005). Moreover, many scholars suggest that
research in technology and innovation adoption should incorporate the organisational
circumstances of a potential adopter and its industry or external environment in addition to
Rogers’ (2003) innovation characteristics (Chau and Tam, 1997; Lee and Cheung, 2004; Zhu et
al., 2006b).

The TOE framework lays the foundation for many models that the literature presents. For
example, Tan et al. (2003) introduced a model called “Model of Small Business EMarketplace
Adoption” and is firmly grounded in the TOE framework. Moreover, Chau and Tam (1997)
applied the TOE framework and suggested that ‘one future line of research is to extend the
proposed TOE framework to other innovation domains’ (Chau and Tam, 1997: 17).
Consequently, Zhu et al. (2003) drew upon the TOE framework to identify facilitators and
inhibitors for e-business adoption decisions by European firms and demonstrated the solid

theoretical bases of the TOE framework for determining facilitators and inhibitors of e-business
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adoption. Finally, it is widely acknowledged that the existing literature has demonstrated the
usefulness of the TOE framework for understanding the diffusion of information systems (IS)
innovation (Scupola, 2003; Wu et al. 2003; Thong, 1999) and, more importantly, it provides a much

better explanation which addresses firms’ decision-making behaviours (Bouchard, 1993).

3.3.6 Institutional theory

Institutional theory offers seemingly contradictory interpretations of organisational phenomena
(Roberts and Greenwood, 1997). It tries to explain the processes by which structures, including
schemas, rules, norms, and routines, become established as authoritative guidelines for social
behaviour. It inquires into how these elements are created, diffused and adopted over space and
time; and how they force one unit in a population to resemble other units that face the same
environment fall into decline and disuse (Scott, 1995; King et al., 1994; Abrahamson and
Rosenkopf, 1993).

Scott, (1995) posits that institutions consist of three pillars (structures): cognitive, normative and
regulative structures. The cognitive pillar presents the rules that constitute the nature of reality
and the frames through which meaning is made. For instance, symbols, signs and words have
their effect to make sense of the ongoing stream of happenings by shaping the meaning we
attribute to objects and activities. The second pillar comprises normative structure by which
compliance is obtained through social obligation and it specifies how things should be done
through defining goals or objectives (e.g. wining the game or adopting a technology). The third
pillar provides the basis of coercive power and it presents institutions constrains and regularizes
behaviour. Moreover, regulative processes involve the capacity to establish rules, inspect or
overview others ‘conformity to them and rewards or punishments in an attempts to influence
future behaviour. All these pillars have been identified by one or another social theorist as vital

components of institutions (Scott, 1995).

The institutional approach rejects the premise that organisational phenomena are the products of
rational choice based on technical considerations. Rather, emphasis is placed either on the taken-
for-granted nature of the decisions made or on the pressures to secure legitimacy that operate on
organisations, or both (Roberts and Greenwood, 1997). However, institutional theory has

captured the attention of a wide range of scholars across the social science to examine the
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structure and behavior of organisations (Gibbs and Kraemer, 2004; Chatterjee, et al., 2002; Scott,
1995; King et al., 1994; Abrahamson and Rosenkopf, 1993).

3.3.7 Structuration theory

British sociologist Anthony Giddens developed the theory of structuration and he provided an
account of the constitution of social life that departed from and challenged established theoretical
positions and traditions (Cohen, 1989). Numerous studies promptly emerged discussing,
supporting or criticizing Giddens’s ideas (e.g. Giddens and Pierson, 1998; Giddens, 1990;
Cohen, 1989; Held and Thompson, 1989).

To examine the dualism between structure and agency, Giddens departed from the
conceptualization of structure as some given or external form. Structure is what gives form and
shape to social life, but it is not itself the form and shape. Structure exists only in and through the
activities of human agents (Wade, 2010). Similarly, he departed from the idea of agency as
something just ‘contained’ within the individual. Agency refers to the flow or pattern of people’s
actions. Giddens deeply reformulated the notions of structure and agency, emphasizing that
‘action, which has strongly routinized aspects, is both conditioned by existing cultural structures
and also creates and recreates those structures through the enactment process’ (Wade, 2010). He
suggested that while structural properties of societies and social systems are real, they have no
physical existence. Instead, they depend upon regularities of social reproduction (Giddens and
Pierson, 1998). As a consequence, the basic domain of study in the social sciences consists of

social practices ordered across space and time (Giddens, 1984: 2).

Structuration theory (ST) is a general theory of the social sciences; in its original formulation, ST
pays little attention to technology (Wade, 2010). However, some attempts have been made to
extend Giddens’s ideas by including an explicit IT dimension in social analysis (Wade, 2010;
Walsham, 2002). As a result of such attempts, structurationist analyses have helped to increase
our understanding of important IT-based contemporary phenomena. Some recent examples are
studies on electronic trading and work (Barrett and Walsham, 1999); globalization issues and IT
deployment (Wade, 2010); the dynamics of groupware application (Ngwenyama, 1998);

communication and collaboration using IT (Olesen and Myers, 1999); global virtual team
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dynamics and effectiveness (Maznevski and Chudoba 2000); and crosscultural software

production and use (Walsham, 2002).

3.3.8 Integrating DOI and TOE to study the determinants of e-commerce adoption

After carefully reviewing the literature on IS innovations, the theory on diffusion of innovation
(DOI) and the Technology-Organisation-Environment (TOE) framework are viewed as
appropriate theoretical foundation for studying e-commerce in organisations. In fact, the TOE
framework and the DOI theory provide a reasonable and strong theoretical development for
studying technological innovation (Zhu et al., 2006a). Moreover, incorporating TOE contexts
help strengthen what has been generally ignored in the DOI theory, such as the organisational

circumstances of a potential adopter and its macro arena (Zhu et al., 2006a).

In fact, the adopting organisation not only needs to understand the technological traits and the
costs of the technology, but also needs to be able to identify what business activities are likely to
benefit from the application of the technology: in other words, how the innovation can be
managed. In addition, understanding the adoption processes, its facilitators and inhibitors is
crucial because it will help organisations in making decisions in the area of planning, production
and distribution of their products and services. Cameron and Quinn (1999) argue that
organisational domain is important because plans for any changes adopted without including
organisational determinants normally would have unforeseen and usually negative consequences.
Also, other outcomes such as efficiency and satisfaction are predicated upon the perceived
characteristics of the target system as antecedent to behavioural intent to adopt and,
consequently, use the system. Finally, research shows that the environmental dimension is
particularly important in predicting technological innovation adoption (Damanpour and
Gopalakrishnan, 1998). Zhu et al. (2003) note that e-commerce is enabled by technological
development of the Internet, driven by organisational factors such as firm scope and size, and
influenced by environmental factors related to customers, business partners, as well as

competitors.
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3.4 Prior research on technological innovation adoption

There is a growing body of academic research focusing on the determinants of computer
technology acceptance and utilization among users (Tornatzky and Klein, 1982; Moore and
Benbasat, 1991; and Cooper and Zmud, 1990). Theroies on diffusion of innovation (e.g., Rogers,
1983; Tornatzky and Fleischer, 1990; Davis, 1989) have determined many classes of
independent variable as factors to be associated with the dependent variable in which these
theories offer rich explanations of how new innovations are adopted, and how adoption decisions
are affected by perceptions of the technology itself as well as the character of the adopters
(individuals or organisations) and their environment. However, past research on the topic of
information technology innovation adoption have examined variables in isolation from one
another and have rarely brought them together in a comprehensive model (Brancheau and
Wetherbe, 1990; Cooper and Zmud, 1990).

In the field of research and development (R&D), a considerable body of research has been
undertaken on the topic of ‘technology transfer’, which typically focuses on information flow
and communication patterns into and within R&D labs (Huff and Munro, 1985), and between,
typically, developed and less developed countries. Recently, substantial and diverse empirical
innovation research has been conducted by scholars in social sciences to examine the factors that
facilitate or inhibit the adoption and diffusion of Information Technology innovations. For
example, Teo et al. (2009) looked at electronic procurement (e-procurement); Lin (2007)
examined the impact of perceived innovation characteristics and organisational learning
capabilities as explanatory and predictive variables for e-business implementation success.
Agarwal and Prasad (1997) examined the acceptance behaviour to use the World Wide Web;
Gatian et al. (1995) studied the implementation of a strategic information system (SIS);
Brancheau and Wetherbe (1990) examined the validity of diffusion theory in the field of end-
user computing; Cooper and Zmud (1990) examined the adoption and implementation of
material requirement planning (MRP) software, and Zmud (1982) examined the adoption and

implementation of modem software practices.
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It is noteworthy that the aforementioned studies have found that the effect of different factors
may vary depending on the type and stage of innovation adoption in which factors that influence
early adopters of a particular innovation may differ significantly from those that impact late
adopters (Waarts et al., 2002; Damanpour, 1988). However, as pointed out by Tomatzky and
Klein (1982), innovation research which has been conducted lacks a framework and has several
problems. These are, namely, (1) the need to focus on the different stages of the innovation
adoption process as the dependent variable; (2) the need to avoid generalisations from the
individual adoption process to the organisational innovation adoption process. In other words,
the organisational unit (not individuals in the organisations) undergoing innovation should be the
locus of data gathering: alternatively, as suggested by Hage (1980), the most involved member of
the adopting unit would be the most informed respondent; and (3), the need to use reliable

measures. This thesis attempts to lessen these concerns.

Table 3.3 contains a summary of the most frequently cited studies on organisational technology
adoption and it shows the study object or innovation studied, unit of analysis, methodology used,
research variables (dependent and independent variables), and major findings. In fact, lots of
research variables and their relationships have been proposed and discussed in which variables or
factors that were found to be important by one researcher were not always found to be significant
by others because of the dependency of the research findings on the cultural and socioeconomic
situations of the target countries (Sameni and Khoshalhan, 2009).

Commonly, it is believed that different cultures have different diffusion rates for the identical
innovation. In addition, research shows that a lead and lag relationship of diffusion processes in
different countries leads to cross-national variation (Dunphy and Herbig, 1995). Indeed, as noted
by Dunphy and Herbig (1995), existing cultural conditions always determine whether, when,
how, and in what form a new innovation will be adopted. Finally, Huang and Palvia (2001) note
that the use of information technology innovation in developing countries faces challenges and
strong resistance that may be related to cultural issues such as the perception that technological

innovation degrades personal communications.
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The purpose of this study is twofold: first, to investigate particular organisational, technological
and environmental variables which could promote or hinder the adoption process in an
organisational setting; second, to stimulate research on the subject by providing a conceptual
framework which would be the basis for any empirical analysis. The following section reviews
the literature regarding technological innovation characteristics which have a potential
correlation with the adoption decision and/or the continued use of information technology
innovations.
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LELI I Key studies examining the determinants of information technology innovation adoption and diffusion

- Observability

- Top Management Support
- Organisational Readiness
- IS Experience

- Size

- Industry

- Market Scope

- Competitive Pressure

- External IS Support

DV: - Willingness to adopt ES

Source Study Object Unit of Methodology Explanatory Variables Major findings
analysis used
Teo et al. (2009) Electronic Organisation Survey 1V: - Perceived direct benefits e Firm size, top management
procurement  (e- questionnaire - Perceived indirect benefits support, perceived indirect
procurement) - Perceived costs benefits, and business partner
- Firm size influence are positively and
- Top management support significantly associated with the
- Information sharing culture adoption of e-procurement.
- Business partner influence e Industry type does not show any
DV: - e-procurement adoption relationship  with  e-procurement
adoption.
Lin (2008) E-business Organisation Survey 1V: - Perceived relative advantage e Perceived relative advantage,
implementation guestionnaire - Compatibility compatibility and organisational
- Complexity learning have a significant effect
- Organisational learning on e-business implementation
capabilities success.
DV: e-business implementation
success
Ramdani and Enterprise Organisation Direct interviews | 1V: - Relative advantage e Firms with a greater perceived
Kawalek (2008) Systems (ES) - Compatibility relative advantage, a greater ability
- Complexity, to experiment with ES before
- Trialability adoption, a greater top

management support, a greater
organisational readiness and a
larger size are predicted to become
adopters of ES.

I —————
Note: IV: Independent variables; DV: Dependent variables
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Table 3.3 (cont.) |

Source Study object Unit of Methodology Explanatory variables Major findings
analysis used
Lin and Lee (2005) E-business Organisation Survey 1V: - Organisational learning e Organisational learning and
adoption guestionnaire - Knowledge management knowledge management processes
DV: - E-business systems adoption are closely related to the level of e-
level. business systems adoption.

e Firms with greater levels of
technical expertise and e-business
knowledge attain higher levels of

e-business systems adoption.
Pérez et al. (2004) Tele-working Organisation Survey 1V: - Human resources e Teleworking firms use more

questionnaire

- Technological resources
- Organisational resources

DV: - Tele-working Adoption

ICTs, invest more resources in R
& D, have a larger percentage of
knowledge workers and
salespeople in the workforce, and
have a larger geographical market.
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Table 3.3 (cont.) |

Wongpinunwatana
(2003)

questionnaire

Source Study object Unit of analysis Methodology Explanatory variables Major findings
used
Lertwongsatien and | E-Commerce | Organisation Survey 1V: - Perceived Benefits e Firms that strongly support the

- Compatibility

- Size

- Management Support

- Existence of IT Department
- Competitiveness

DV: - E-commerce Adoption
decision

use of Information Technology, by
formally establishing IT
departments, are more likely to
adopt e-commerce earlier than
firms with less IT support.

e Firms that have IT assets (i.e. IT
knowledge, IT capabilities) are
more likely to adopt and implement
e-commerce than firms that need to
start building technology
knowledge and infrastructure
required for e-commerce adoption.

Sanchez and Perez
(2003)

Electronic
data
interchange
(EDI)
adoption

Organisation

Survey
questionnaire

1V: - Operational benefits
- Strategic benefits
- Cost difficulties
- Technical difficulties
- Organisational difficulties
- External pressure
- Supply dependence
- Mutual understanding
- Experience of EDI

DV: - EDI Adoption
- Scope of EDI use

¢ Organisations that adopt EDI
perceive more operational benefits,
more external pressure and mutual
understanding, and fewer technical
and organisational difficulties than
non-adopters of EDI.

e Companies use EDI to become
more coordinated with suppliers
and customers.
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Table 3.3 (cont.) |

(e-business)

Source Study Object | Unit of analysis Methodology Explanatory variables Major findings
used
Scupola (2003) Internet Organisation Qualitative 1V: - Benefits e E-commerce benefits, barriers,
commerce - Barriers the quality of access to suppliers of
- Employ’s IS knowledge technology-related services,
- Financial resources government intervention, pressure
- Technological resources from buyers, suppliers and
- size competitors are very important in
- Government intervention Internet commerce adoption and
- Public administration implementation
- External pressure
DV: Internet commerce adoption &
implementation
Wou et al. (2003) Electronic Organisation Survey 1V: - Management support eFive of the six proposed
business guestionnaire - Organisational learning antecedents had a significant

- Customer orientation
- Competitor orientation
- Customer power

- Normative pressures

DV: - E-business adoption and
performance outcomes

influence on the overall intensity of
e-business adoption.

e The communication and internal
administration  aspects of e-
business positively affect
performance outcomes.

Waarts et al. (2002)

Enterprise
resource
planning
(ERP)
software

Organisation

Survey
questionnaire

1V: - Perceived advantages and
disadvantages
- Compatibility
- Attitude
- Company IT resources
- IT intensity
- IT integration
- Parent company
- Industry competitiveness
- Supply-side competition
DV: - The likelihood of early
adoption of ERP software in
1998
- The likelihood of later adoption
in 2000

e Internal strategic force, attitudes
of the firm, external factors like
competition and supplier activities
are important determinants at the
early stages of the diffusion
process of ERP.

e Implementation issues such as
the scalability of the system, the
number of seats and the yearly
available budget are important
determinants at the late stages of
the diffusion process of ERP.
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Table 3.3 (cont.) |

Chau (2001)

questionnaire

- Perceived indirect benefits
- Perceived financial cost

- Perceived technical competence

- Perceived industry pressure

- Perceived government pressure

DV: - EDI Adoption

Source Study Object | Unit of analysis | Methodology Explanatory variables Major findings
used

Chassion and Lavato | Decision Organisation Case study 1V: - subjective norms e Users draw upon a wider
(2001) support - Adoption stage range of perceived characteristics
system - Use competence of innovation during the early
- Implementation process stage of adoption and reduce their
- Organisational factors focus to commutability and
- Perceived innovation relative advantage during later

characteristics stages.

DV: - IT diffusion

Chwelos et al. (2001) | EDI Organisation Survey 1V: - Readiness o All three determinants were
questionnaire - Perceived benefits found to be significant predictors
- External pressure of intent to adopt EDI
DV: - Intent to adopt EDI technologies. External pressure
and readiness were  more
important than perceived benefits.
Kuan and EDI Organisation Survey 1V: - Perceived direct benefits eThe study finds that direct

benefits are perceived to be
higher by small firms who adopt
EDI than by non-adopter firms.
On the other hand, indirect
benefits are not perceived
differently by either adopter firms
or non-adopter firms.

o Adopter firms perceive lower
financial costs and  higher
technical competence than non-
adopter firms do.

o Adopter firms perceive higher
government pressure but lower
industry  pressure than non-
adopter firms do.
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Table 3.3 (cont.) |

Source Study object Unit of analysis Methodology Explanatory variables Major findings
used
Mehrtens et  al. | Internet Organisation Case studies 1V: - Perceived benefits e Perceived benefits,
(2001) - Organisational readiness organisational  readiness, and
- IT knowledge external pressure significantly
- External pressure affect ilnternet adoption by small
firms.

DV: Internet adoption L
- P e There are both similarities and

differences  between internet
adoption and EDI adoption in
small firms.

eHigh penetration level is
important for the success of EDI
and government. EDI vendors
and IT vendors should consider
developing appropriate strategies
and plans to promote the
adoption of EDI  among
organisations.

Mirchandani and | Electronic Organisation Structured 1V: - Relative advantage e Many factors were found to
Motwani (2001) commerce (e- interviews - Compatibility differentiate between adopters
commerce) -Time required to plan and | and non-adopters of electronic

implement the IS commerce.  These included:

- Dependence on information enthusiasm of  the top

- Competition manager/CEO toward electronic

- Employees’ IS knowledge commerce, compatibility of e-

- Financial cost commerce with the work of the

- CEO's enthusiasm toward IS company, perceived relative

advantage, and knowledge of the
company's employees  about

computers.
__________________________________________________________________________________________________________________________|

DV: Adoption of electronic commerce
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Table 3.3 (cont.) |

Source Study object Unit of analysis Methodology Explanatory variables Major findings
used
Petroni and Materials Organisation Survey 1V: - Analysis of benefits o Analysis of benefits,
Rizzi(2001) Requirements questionnaire - Feasibility organisational ~willingness and
Planning - Organisational Willingness positive  evaluation of the
(MRP) - Evaluation technology are all significant
- Awareness stages of the adoption process.

e Awareness of the MRP
technology was not significant
and therefore does not contribute
to the adoption  process.
Moreover, being aware of the
time needed and the technical
constraints (feasibility) was also
not significant.

DV: MRP adoption process

Raymond E-commerce Organisation Survey 1V: - Perceived benefits e Informational and

(2001) questionnaire - Attributes of EC technology transactional implementations are
- Type of ownership determined by the environmental
- Nature of business context  (business  partners’
- Owner/manager experience influence and  environmental
- Education level uncertainty).
- Marketing strategy e Strategic implementation is
- partners influence determined by the travel
- environmental uncertainty agencies’ marketing strategy (in

terms  of  distribution and
communication),the

organisational context (type of
ownership, nature of business),
and the characteristics  of
electronic commerce (perceived
advantages and  technology

attributes).
[

DV: - Assimilation of e-commerce
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Table 3.3 (cont.)

questionnaire

- Migration cost

- Satisfaction level with existing
computing systems

- Market uncertainty

- IT human resource availability

- Degree of formalisation

DV: Open systems adoption decision

Source Study object Unit of analysis Methodology Explanatory variables Major findings
used
Chau and Tam (2000) | Open systems | Organisation Survey 1V: - Benefits e IT human resource availability

was found to be a significant
positive factor in the adoption
decision.

e Migration costs had an impact
on the decision to adopt open
systems.

e An organisation is less likely
to adopt the new technology,
unless the existing system is
unsatisfactory.

Cengalur-Smith

Client-server

Organisation

Survey

1V: - Market position

e An organisation’s market

-Competitive pressure
- External Support
- Vertical Linkages

DV: - Adoption of ICTs

and Duchessi systems questionnaire - Structure and culture position, its migration strategy,
(1999) - Size and the system's scope and scale
- Migration strategy have a significant effect on the
- Scope of system initiation and adoption process of
- Scale of system client-server systems.
- Cost of system
DV: - Initiation and adoption process
Premkumar Information & Organisation Survey 1V: - Perceived Benefits  Relative advantage, top
and Roberts communication questionnaire - Cost-effectiveness management support,
(1999) technologies - Complexity organisational size, external
(ICTs) - Compatibility pressure and competitive
- Top management support pressure are important
- Size determinants of ICTs adoption.
- IT Exposure
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Table 3.3 (cont.) |

system (SIS)

DV: Implementation of SIS

Source Study object Unit of analysis | Methodology Explanatory variables Major findings
used
Fink (1998) Information Organisation Survey IV: - IT benefits ¢ The positive attitude toward the
technology (IT) questionnaire - IT availability use of IT is a dominant factor in
- Organisational culture shaping organisation culture.
- IT expertise e Top management support and
- Internal resources IT expertise are important
- IT implementation determinants of IT adoption
- IT selection e The need to stay competitive is
- External Environment the major requirement for
- Outside support successful IT adoption.
- External resources
DV: - IT adoption
Larose and Hoag | Internet Organisation Survey 1V: - Innovation characteristics
(1996) questionnaire - Size e Internet adoption is related to
- Sector the adoption of related clusters of
- Top management Support innovations and innovation
- In-house champion clusters were superior predictors
- Innovation cluster compared to  organisational
. . innovativeness and innovation
DV: Adoption/non-adoption  of the | -naracteristics.
Internet
Gatian et al. (1995) Strategic Organisation Survey 1V: - Innovative climate e The organisational innovation
information guestionnaire - Investment strategy climate significantly affects the

aggressiveness of the firm's
strategy  for investment in
information  technology, the

perceived success of investments
in SIS, and the involvement of
end-users in application
development.

e Top management support is
critical in SIS success.
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Table 3.3 (cont.) |

- Year of adoption
- Adoption decision stage

DV: - Four adoption stage: knowledge,

persuasion, decision and
implementation

Source Study object Unit of analysis | Methodology Explanatory variables Major findings
used
Thong and Yap | Information Organisation Survey 1V: - Size e CEO characteristics are
(1995) Technology (IT) questionnaire - Competitiveness important factors affecting IT
- Information intensity adoption in  organisations.
- CEOQ attitude Small firms are more likely to
- CEO innovativeness adopt IT when the CEOs are
- CEO knowledge of IT more innovative, have a
DV: IT adoption positiye attitude towards IT
adoption, and possess greater IT
knowledge.

e Competitiveness  in  the
environment and information
intensity do not significantly
influence the adoption of

information technology.
Brancheau and | Spreadsheet Individual Survey 1V: - Communication channel o Early adopters were younger
Wetherbe (1990) Software questionnaire - Innovativeness and more highly educated.

Interpersonal  communication
channels were dominant in all
adoption stages.

o Earlier adopters of
spreadsheet  software  were
younger, more highly educated,
more familiar with mass media
and more involved in
interpersonal communication.

o Interpersonal channels of
communication were dominant
in all adoption stages.

e IS departments played a
minor role in the diffusion
process.
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Table 3.3 (cont.)

(1990)

requirements
planning (MRP)

questionnaire

- Technology characteristics

DV: IT adoption and infusion

Source Study object Unit of analysis | Methodology Explanatory variables Major findings
used
Cooper and Zmud | Material Organisation Survey 1V: - Task characteristic e Task-technology compatibility

is a major factor in explaining
MRP adoption.

questionnaire
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-Formulisation

- Innovation type

- Technological administrative
- Innovation capabilities

DV: Initiation, adoption and
implementation

Huff and Munro | Microcomputers Individual Survey IV:- Perceived innovation characteristics | ¢ Microcomputers diffused
(1989) questionnaire DV: Adoption and implementation qmck_ly because (_)f_ favourable
perceived characteristics.
e Management of the process of
information technology
assessment and adoption is of
critical importance to
organisations.
Leonard-Barton, expert system Individual Survey 1V: - Individual characteristics e Management directives are
and Deschamps questionnaire - Innovativeness mediated by individual
(1988) - Job-determined importance characteristics in their relationship
- Task subjective importance to implementation of a new
- Task related skill technology.
- Software use skills
- Sales performance
- Managerial influence
- Management support
- Managerial urging
DV: Extent of the current use
Zmud (1982) Software practices | Individual Survey IV: - Centralisation

e Centralisation is positively
associated with initiation of
administrative innovations, while
formulisation is  positively
correlated with the adoption of
technical innovations.




3.5 Attributes of the innovation

Much of the early research stresses the need to understand how potential users perceive the
innovation (Rogers, 1995; Damanpour, 1987; Hag, 1987; Tornatzky and Klein, 1982; Moch
and Morse, 1977). The perceived attributes of an innovation are important background factors
for introducing IT and also are important aspects of the explanation of the rate and pattern of

adoption of an innovation (Rogers, 1995).

Downs and Mohr (1979) stated that at the organisational level, it is necessary to make a
distinction between innovation ‘primary attributes’ and ‘secondary attributes’. Downs and
Mohr (1979) concisely explain the usage of these terms and note that ‘‘secondary qualities’’
are those which are perceived by the senses, and so may be differently estimated by different
percipients, such as the perception of cost, while “‘primary qualities’’ are those which are
essential to the object or substance and so are inherent in it, whether they are perceived or
not. Examples of primary attributes include actual cost, radicalness, and physical properties.
Secondary attributes are believed to vary according to the subject's perception of the object
and are more likely than primary attributes to shed light on the adoption factors and impacts
of technological innovations (Damanpour and Schneider, 2009; Wilson et al., 1999; Moore
and Benbasat, 1991). Downs and Mohr (1979) further note that while the innovation-
attributes research has focused on both primary and secondary attributes of innovations, it
fails to relate the distinctions and relative importance between the two. Thus, the failure to
distinguish between the primary and secondary characteristics created the inconsistency in
the findings of innovation studies (Downs and Mohr, 1979). However, based on the critique
by Downs and Mohr (1979), Tornatzky and Klein (1982) argued that differentiating primary
from secondary attributes is itself subjective and perceptually based. Subsequently, Tomatzky
and Fleischer (1990) suggest that innovation attributes are “useful starting point(s) for

understanding innovation” (133). This latter perspective is adopted in this research.

It is believed that, although many researchers in the past have proposed and examined
innovation attributes (Damanpour, 1987; Hag, 1987; Tornatzky and Klein, 1982; Moch and
Morse, 1977), no accepted list of attributes has emerged (Wolfe, 1994; Wilson et al., 1999).
Rogers and Shoemaker (1971), through a synthesis of several previous studies examining
adoption behaviours, identified several attributes of an innovation that explain 49-87% of the

variance in the rate of adoption of new technology.
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According to Rogers and Shoemaker (1971), these characteristics include relative advantage,
compatibility, trialability, complexity, and observability. Since the emergence of these initial
attributes in the literature, an expanded stream of attributes and characteristics of innovation
has evolved. For example, Zaltman et al. (1973) extended Rogers and Shoemaker’s (1971)
list of five attributes to a list of 21 attributes of innovation. Moreover, drawing upon
information technology literature and refining the work of Rogers and Shoemaker (1971) and
others, Moore and Benbasat (1991) expanded the innovation characteristics set and developed
an instrument of seven constructs (relative advantage, ease of use, compatibility, image,
result demonstrability, visibility, and trialability) to measure the perceived characteristics of
using an innovation. Other typologies and attributes have appeared since then (e.g. Agarwal
and Prasad, 1997). Wolfe (1994) urges researchers to make a conscious effort to specify the
attributes of the innovations they investigate in order to contribute much to the
generalisability of a particular study. The author concludes that “the lack of a broadly
accepted typology of attributes is not a justification for ignoring the characteristics of
innovations one studies” (Wolfe, 1994: 418).

Recent research for IS innovations, in general, and Internet-based innovations, such as B2B
e-marketplace and e-commerce, in particular, has focused on the consideration of innovation
attributes such as relative advantage, compatibility and cost ( Zhu et al. 2006a; Premkumar
and Roberts, 1999; Tornatzky and Klein, 1982). A meta-analysis by Tornatzky and Klein
(1982) identified ten characteristics which had been addressed the most frequently in the 105
articles they reviewed. These included the five characteristics identified above by Rogers and
Shoemaker (1971) plus cost, communicability, divisibility, profitability, and social approval.
Among them, relative advantage, compatibility and costs were found to be the most
frequently identified factors for innovation diffusion among organisations (Tornatzky and
Klein, 1982).

According to Hadaya (2008), firms will be more inclined to adopt and use electronic
intermediaries that provide services of high quality and are easy to use with numerous
functionalities; they further note that, evidently, firms will also be more willing to use
electronic intermediaries that have the right technological competencies to develop. Moore
and Benbasat (1991) noted that in studying the individual level adoption of an information

technology (IT) innovation within an organisation, cost did not seem to be an appropriate
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characteristic to study. However, the authors suggest that issues related to cost are most likely
addressed at the organisational level. Therefore, it was decided to consider this characteristic

in the study.

The innovation literature has shown that compatibility is an important factor to explain
innovation usage by organisations (Zhu et al. 2006a; Zhu et al., 2006¢, Cooper and Zmud,
1990). Compatibility is the degree to which potential adopters feel that the innovation is
consistent with their existing values and practices. The adoption of e-business requires firms
to transform traditional systems heavily dependent on physical processes and paper-based
work procedures to those that rely on computers and modern technologies and may even

involve the reengineering of the entire value chain (Lin and Lin, 2008; Zhu et al., 2006c¢).

Researchers have also identified that the degree of perceived risk of the technology could also
affect the rate of adoption of the technology. Where risk was perceived to be high, then
adopters would be less willing to adopt the technology and its application (Shoemarker and
Shoaf, 1975). Further, the greater the risk tendencies are, the shorter the rate of diffusion of a
typical innovation (Shoemaker and Shoaf, 1975). Perceived security risk represents a unique
characteristic of e-business (Zhu et al., 2006a) because e-business technologies are primarily
based on the Internet in which the guarantee of the security of information flow is the
important concern in the adoption decision among organisations (Wu and Chuang, 2009).
Thus, this makes security issues particularly significant, and the failure to provide security

would retard the further usage of e-business among organisations (Jones et al., 2000)

Lastly, language and content related barriers have become an issue in the adoption of Internet
technologies as the Internet is typically in English and mostly text based (De Boer and
Walbeek 1999; Palmer 2000). In fact, it is believed that non-English speaking nations find
difficulties in accessing English internet content. Salman (2004) argues that these content
related barriers need to be seriously addressed.

3.5.1 Relative advantage

Relative advantage has been studied very extensively in past research and it is found to be a
key variable emerging consistently in practically all studies associated with adoption of
innovations (e.g. Kuan and Chau 2001; Wilson et al.,1999; Moore and Benbasat,1991;
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Tornatzky and Klein, 1982). In fact, technological diffusion is primarily viewed in terms of

benefit: the higher the perceived profit from an innovation, the faster adoption will occur.

Relative advantage refers to the expected benefits and the usefulness arising from e-business
applications in comparison to other applications (Rogers, 1995). According to Moore and
Benbasat (1991), this construct is similar to the notion of perceived usefulness (PU) in the
technology acceptance model (TAM) (Davis et al., 1989), in which usefulness is defined as
the user’s “subjective probability that using a specific application system will increase his or
her job performance within an organisational context“(p.985). In fact, the relative advantage

has an influence on the rate of adoption of the innovation (Rogers, 1995).

The degree of relative advantage can be measured by technical factors, economic factors or
sociological factors such as economic profitability or conveying social prestige. It is to be
noted that relative advantage has been expressed in several ways, such as economic
profitability, social benefit, and enhanced status of the organisation in its industry or among
its clients (Damanpour and Schneider, 2009; Schneider 2007; Nystrom et al., 2002; Rogers
1995; Tornatzky and Klein; 1982). Rogers (1983) identified several sub-dimensions of
relative advantage; namely, degree of economic profitability, low initial cost, a decrease in
discomfort, a saving in time and effort, and the immediacy of the reward. These sub-
dimensions are directly related to the perceptions of an adopter about an innovation’s

contribution to potential organisational performance (Tabak and Barr, 1998)

Afuah and Tucci (2001) suggest that businesses adopt new technologies to reinforce an
existing competitive advantage, surpass existing competitors, deter new competition, or to
improve profit. Moreover, when an IS innovation is perceived to offer comparatively greater
benefits over the firm’s current practices, it is more likely to be adopted and the firm would
begin the trial stage (Lee et al., 2004). In addition, Thong and Yap (1995) reported that the
formation of a favourable or unfavourable attitude towards an innovation's attributes takes

place before a decision to adopt is made.

Premkumar and Roberts (1999) found in their study that relative advantage is the only
significant variable to discriminate adopters from non-adopters in all four types of
communication technologies (e-mail, online data access, internet access and EDI), because

adopters were aware of the many benefits but non-adopters were not. In fact, adopting
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organisations' perceptions of an innovation's relative advantage have been shown to be
different from the perceptions of non-adopting organisations (Moore and Benbasat, 1991).
Similarly, lacovou et al. (1995) assert that the anticipated list of benefits determined by non-
adopters significantly differs from the list of obtained benefits described by adopters (lacovou
et al, 1995).

3.5.2 Compatibility

In the innovation literature, compatibility of the innovation has been shown to be an
important factor in influencing the rate of adoption of the innovation and explaining
innovation usage by organisations (Cooper and Zmud, 1990; Zmud, 1982). Premkumar
(2003) found compatibility to be an important determinant of IS innovations’ adoption.
Generally speaking, the adoption of new technologies can bring significant changes to the
work practices of businesses, and resistance to change is a normal organisational reaction
(Premkumar and Roberts, 1999).

Compatibility of new technology with the firm’s existing technology influences the adoption
process. Lin and Lin (2008) emphasise that compatibility may significantly influence initial
e-business adoption, but not the extent of implementation because e-business adopting firms
may have already made requisite organisational changes, reducing the influence of
organisational compatibility in distinguishing different levels of e-business diffusion.
However, their study did not find compatibility to significantly influence e-business diffusion
(Lin and Lin, 2008). Thus, it can be conceived that when firms perceive e-commerce as
compatible with existing beliefs and work practices, they are more likely to be positively

predisposed to promoting its adoption and implementation.

3.5.3 Cost

Innovation adoption costs have widely been examined because cost is a key component of the
efficiency dimension of organisational performance (Damanpour and Schneider, 2009;
Tornatzky and Klein, 1982; Wolfe, 1994). Literature concerned with the diffusion of
innovation suggests that costs will hinder a firm’s decision to use and implement technology
— the higher the cost, the slower diffusion will occur (Downs and Mohr, 1976; Rogers, 1995;
Schneider, 2007; Tornatzky and Klein, 1982). The IS literature also provides such evidence
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to inter-organisational information systems (Williamson, 2007), EDI (Premkumar et al.,
1997), e-commerce (Kshetri, 2007), and e-business (Zhu et al., 2006a).

A study by Walczuch et al. (2000) identified high cost as the most important reason for small
firms not to use the Internet in their business. In a more recent study, Alam (2009)
empirically examines the decision of small to medium-sized enterprises (SMEs) to adopt the
Internet in their businesses using a survey of 465 sampled SMEs from the Klan valley area in
Malaysia. Their results suggest that cost of adoption has significant relationships with
internet adoption. It is noteworthy that, in developing countries, ICT access charges, such as
fees to access the Internet, costs for telephone calls to stay connected to the Internet and
Internet service providers (ISPs) subscription fees, are prohibitively expensive (Kshetri,
2007). This may significantly set an overwhelming barrier to e-business adoption by

organisations in these countries.

It is believed that the higher the level of concern on costs, the lower the ICT-intensity is in
organisations (Zhu et al., 2006a). Although considerable work has been done on cost and the
adoption of Internet technologies, little research explores links between cost and the level of

e-commerce technologies within firms.

3.5.4 Security concern

One new concern found in the Internet literature (Larose and Hoag, 1996) is the security
issue, a global concern that companies around the world must account for whilst engaged in
electronic trading (Clear, 2007). In fact, security risks are emerging as a unique feature of e-
business. Recent research for Internet-based innovation, such as B2B e-marketplace and e-
business, has focused on the consideration of security as innovation attribute (Wu and
Chuang, 2009; Zhu et al., 2006a).

As noted by Clear (2007), there is a dearth of research that provides a general and deep
discussion on security risks in the context of e-commerce adoption. In a similar vein, Zhu et
al. (2006a) argue that, although few studies have examined it, security concerns deserve
special attention in the context of e-commerce. Figure 3.2 illustrates some security risks

related to the Internet such as credit card fraud, hacking or unauthorized software being run.
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Khalifa et al., (1999) note that much of the risk associated with the adoption of e-commerce
centres around perceived risk in the form of security. In fact, security concerns may retard e-
commerce diffusion, because if parties involved in on-line transactions have severe concerns
about privacy and fraud on the Internet, they will be reluctant to participate in on-line
transactions (Zhu et al., 2006a: 604). In addition, if the Internet does not serve as a secure
platform for sharing business data, potential adopters would perceive the exchanging of
important business information, such as data about product design, key technology, customer
accounts, payments and financial documents as being a high risk activity (Stewart and
Segars, 2002).

SR Security Risks of the Internet

Hackers and crackers

The Internet:
open

LL$$!"

S5

Financial data

Local network: data!

Source: Current study

3.5.5 Language concern

Recent advancements in information and communication technologies (ICTs) seem to be of
minor importance to many cultures because of language differences. It is believed that such
differences can shape a nation’s dependence on technology itself, and is the reason certain
cultures are unlikely to adopt such recent advancements such as wireless communications and
web-specific e-commerce technologies (Beekhuyzen et al., 2005). Accordingly, similar

divides are evident across different organisation settings.
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Subsequently, Khasawneh and Ibrahim (2008) note that while most ICT applications are
innovated and introduced under the developed nation’s language, people in these countries
can easily adopt the new technology with no language barrier. However, people in
developing countries use different languages than those used in developed countries. This
scenario inadvertently could create challenges in the adoption and innovation of the new

technology (Khasawneh and Ibrahim, 2008).

A study by PriceWaterHouseCoopers, cited by Scupola (2003), found that an important factor
that inhibited many Chinese SMEs from adopting the Internet and certain technology was the
English language barrier. Further, Beekhuyzen et al. (2005) note that language barriers will
continue to be a large adoption impediment, and they suggest that this barrier can be
overcome with the support of multilingual applications (Beekhuyzen et al., 2005). However,
Alam (2009) empirically examines the decision of SMEs to adopt the Internet in their
businesses using a survey of 465 sampled SMEs from the Klan valley area in Malaysia. Their
study finds a non-significant relationship between language and Internet adoption among
SMEs.

The next section reviews the literature regarding organisational factors which have been
correlated to the adoption decision and/or continued use of information technology

innovations.

3.6 Organisational context effects

Much is known about organisations and much remains to be discovered (Bedeian, 1986).
While innovation attributes play an undeniably important role in determining organisational
innovation adoption, the study of organisations is also important and is an emerging
discipline (Bedeian, 1986). Damanpour (1987) found organisational variables to be
particularly important in predicting technological innovation and innovations which produce
changes in products and/or services. In fact, an organisation is the primary context for
innovation and indeed innovation cannot be studied independently of the organisation that
adopts and assimilate it (Kimberly, 1987). Moreover, innovation and organisational
behaviour research have been used to theoretically explain the relationship between

organisational factors and technology adoption (Premkumar et al., 1997).
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It is believed that, with the rapid transformation of economies, the impact of globalisation,
and increasing multinational business cooperation, the organisational context is more
important today than ever before, as it has a crucial effect upon an organisation’s
performance and ability to adopt changes (Wilkins and Ouchi, 1983). These changes include
fast technological changes, change in industries and markets, deregulation, the global
economy, increased organisational complexity, and new business models (Hagberg
Consulting Group, 2004). Cameron and Quinn (1999) argue that organisational context is
important because plans for any changes adopted without including organisational

determinants normally would have unforeseen and usually negative consequences.

Many studies report that one of the most common causes given for failure of most planned
organisational changes, mergers and acquisitions, and the adopting of new technologies is
neglect of the impact of organisational determinants (Abdul Rashid et al., 2004; Al-Mashari
and Zairi, 2000; Fey and Denison, 2003; Frotaine and Richardson, 2003). In fact, enough
progress has been made; however, more research is needed to offer some indication of the
more critical variables and to suggest various areas which might be usefully investigated to

improve our understanding of successful organisational innovation adoption.

3.6.1 Information technology (IT) readiness

Information technology (IT) readiness signifies coherent IT-related components that are
integrated to fulfil business objectives and to transmit information for more effective decision
making (Morris and Strickland, 2009; King, 2002). In fact, advancements in IT have
significantly improved the extent of internal and external organisational information sharing
(Sanders and Premus, 2005).

The important role of IT readiness for innovation diffusion has been examined by empirical
studies (Hsu et al., 2006; Zhu et al., 2003, 2006c). It is believed that organisational IT
readiness has the overall potential to provide a significant competitive advantage to firms and
can be a differentiating factor in terms of company performance (Kathuria et al., 1999; Ives
and Jarvenpaa, 1991). To remain competitive, companies are investing millions of dollars in
technologies such as Enterprise Resource Planning (ERP) systems, network software, and e-

business capabilities. Companies with sophisticated IT capabilities undoubtedly focus on a
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specific set of competitive priorities, different from their less technologically sophisticated

counterparts (Sanders and Premus, 2002).

The literature suggests that information technology (IT) readiness operates on two basic
components; namely, technical readiness (i.e. technological infrastructure) and personnel IT
knowledge (i.e. human resources that are precursors to the adoption of information systems
innovation) (Patrakosol and Lee 2009; Zhu and Kraemer, 2005; Wang and Tsai, 2002;
Bharadwaj, 2000; Mata et al., 1995, Swatman and Swatman, 1991)

Melville et al. (2004) and Wheeler (2002) point out that IT readiness is a source of efficiency.
In fact, it is believed that, because of the lack of skill and the technical knowledge required in
the development process, many organisations delay innovation adoption, and tend to wait
until they have sufficient technical expertise (Hung et al., 2010). Further, studies have found
that organisational IT readiness positively affects firms’ adoption of different types of
technological innovations such as EDI (lacovou et al., 1995), Internet-based technologies
(Chang and Chen, 2005) and B-to-B e-marketplaces (Stockdale and Standing, 2004).

The literature asserted that employees’ IT knowledge or skills in organisations are critical for
successful information technology adoption (Kwon and Zmud, 1987). Indeed, employees
with more knowledge of technological innovation are more likely to adopt and use more 1S
innovation (Davis, 1989; Rose and Straub, 1998; Tower et al., 1994). Mehrtens et al. (2001)
state that, firms with high levels of IT knowledge are more likely to adopt Internet
technologies. Furthermore, Wang and Tsai (2002) stress that firms need to acquire the
technical skills and knowledge related to the Internet in order to reduce costs and improve
efficiency. Obviously, as noted by Mavondo and Farrell (2003), the perceived barriers to
innovation adoption are financial, market demand and, in particular, skilled labour. It is
commonly believed that e-commerce is a complex technological innovation whose successful
adoption requires technical know-how (McGowan and Madey, 1998). Montealegre (1998)
notes that to implement IT, managers in less-developed countries (LDCs) would have to
develop/acquire the IT resources that are needed by the new systems and that are not readily
provided by the national context. Indeed, high-skilled workers can make ICT investment and
adoption easier because their higher educational level enhances ICT usage and impacts

(Bayo-Moriones and Lera-Lopez, 2007)
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3.6.2 Management team support

Top management support is common prescription associated with successful innovation
(Tidd et al., 2001). Moreover, management advocacy is found to be a key requisite for
successful implementation and adoption of any technology (Lederer and Mendelow, 1988).
Management participation refers to the extent to which executive management explicitly
encourage the use of new innovation and technology (Wattal et al., 2009). Top management
vision, commitment, and participation have emerged as key variables in past research on
implementation and adoption success in IS (Sanders and Courtney, 1985) and in innovation
adoption literatures (Lee and Kim, 2007; Ramamurthy et al., 1999; Premkumar and
Ramamurthy, 1995; Zmud, 1984). Innovation literature suggests that top management
advocacy is positively related to the adoption of new technologies in organisations (Gatignon
and Robertson, 1989; Tornatzky and Klein, 1982).

Empirical studies in information system (IS) implementation have demonstrated that adoption
success is affected by top management support for an adoption project (Caldeira and Ward,
2003; Akkermans and van Helden, 2002; Wixom and Watson, 2001). Moreover, top
management support has a positive effect on innovation adoption (lves and Olson, 1984;
Kwon and Zmud, 1987). Rai and Patnayakuni (1996) found that top management
participation has a positive effect on CASE tools adoption behaviour in information system
departments. Cho (2010) asserts that if senior executives support new information systems
such as electronic document management systems (EDMS), they should establish some
reward systems to encourage staff to use the new system; if this is implemented, performance
of the whole company would increase as individual outcome improves. Moreover, he
concludes that top management advocacy is the most important factor that influences the

adoption of new technology.

Top management involvement is an important factor associated with the effectiveness of an
information system adoption. For example, Mahmood et al. (2001) identified that
organisational support has a significant effect on system usage, which is an indicator for
system effectiveness. In their study on the client/server system, Guimaraes and Igbaria (1997)
identified that top management is an important factor affecting user satisfaction, usage, and
IS impacts. Moreover, Baroudi et al. (1986) suggested that management support has a
positive and direct effect on the use of microcomputers. Malhotra and Temponi (2010) note

that top management support as well as executive participation in providing clear direction,
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adequate monitoring, and feedback are required management metamorphoses for successful
implementation of ERP. Zaltman et al. (1973) note that the attitudes organisational members
have towards a technology are important and if top organisational echelons (managers,
committees and boards) are motivated to innovate and/or have favorable attitudes toward the
innovation, there is likely to be a positive attitude to implement the innovation and resources
will be allocated for its acquisition, alteration and assimilation (Meyer and Goes, 1988). In
sum, many researchers have found lack of commitment, especially by top executives, as one
of the chief obstacles affecting IT implementations. The same problem is echoed in the e-

commerce literature (Hartman et al., 2000; Marshall et al., 2000)

3.6.3 Organisational learning orientation

Since its introduction by Cangelosi and Dill (1965), the topic of organisational learning has
received increasing interest from researchers and practitioners. This interest reflects the idea
that firms need to develop progress for learning and improve their products and processes
constantly in order to survive, prosper and adapt in the current competitive environment (Joe
et al., 2009; Bapuji and Crossan, 2004; Vince, 2000; Crossan and Guatto, 1996; Bedeian,
1986). Bedeian (1986) notes that with the constant shifting of the larger environment, a high
capacity for learning is a crucial requirement for the successful functioning of an

organisation, and suggests that we must expand our understanding in this important area.

According to Crossan et al. (1999), organisational learning is a multilevel process that begins
with individual learning, which then leads to group learning and, finally, to continuous
transformation of the organisation in a direction that is increasingly satisfying to its
stakeholders (Dixon, 1999). Crossan et al. (1999) further elaborated that, while insight and
innovative ideas occur to individuals - not organisations - knowledge generated by the
individual does not come to bear on the organisation independently. Individual ideas are
shared, common meaning developed, relationships become structured, and some of the
individual learning and collective understandings developed by groups become

institutionalised as organisation artefacts (Crossan et al., 1999).

A widely accepted definition of organisational learning has been put forward wherein
definitions vary greatly in terms of the breadth of ideas covered (Tsang, 1997). Organisation
learning has been examined from a variety of disciplinary perspectives (Tsang, 1997). Table

3.4 illustrates the most common definitions for organisational learning. Drawing on Hult’s

118



(1998) work, we define learning orientation as the degree to which an organisation creates,
acquires, shares, and transfers knowledge and modifies its behaviour to reflect new
knowledge and insights. In fact, learning orientation is believed to promote innovation
(Hurley and Hult, 1998), and learning organisations are more likely to be skilled at
knowledge generation, acquisition, and transfer; more importantly, they also modify their
behaviour to reflect new knowledge (Garvin 1993). Salavou (2005) found that learning
orientation is a key organisational capability in developing newer and more unique products
and services for the market. Moreover, Lee and Tsai (2005) showed that learning orientation

has an impact on business performance.

L CRP/A Organisational learning definitions

Author(s) Definition

Vera and Crossan | The continually evolving knowledge stored in individuals,
(2003) groups, and nonhuman repositories.

Robey et al (2000) An organisational process, both intentional and unintentional that

enables the acquisition of, access to, and revision of
organisational memory, thereby providing direction to
organisational action.

Dibella et al. (1996) The organisational capability, through embedded processes, to
maintain or improve performance based on experience.

Slater and  Narver | The development of new knowledge or insights that have the

(1995) potential to influence behaviour.

Sinkula (1994) The means by which knowledge is preserved so that it can be
used by individuals other than its progenitor.

Huber (1991) A change in the range of an organisation's potential behaviours

which may or may not contribute to enhanced effectiveness.
Cohen and Levinthal | The ability to evaluate, adopt, exploit external knowledge, and,
(1990). more importantly, the ability to recognise the value of new
information, assimilate it, and apply it to commercial ends.

Fiol and Lyles (1985) The process of improving actions through better knowledge and
understanding.

Argyris and  Schon | A process by which organisational members detect gaps or errors
(1978) and correct them by embedding the result and actions of their
inquiry into organisational maps and images.

Cyert and March (1963) | A process by which an organisation as a collective group of

individuals, learns through interaction with their environment.
|

In recent years, the generalisability of management theories developed in one culture or
nation to other cultures and nations has been seriously questioned (Hofstede, 1980; Austin,
1990). Tsang (1997) argued that organisational learning researchers are unaware of the
cultural constraints of their theories in which most of these researchers simply put up an ideal
model and explain the way to achieve the ideal without considering cultural issues. An

example demonstrating the importance of culture is the empirical study conducted by
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Sullivan and Nonaka (1986) in which senior Japanese executives showed a significantly
stronger learning orientation than the Americans did. The implication is that organisation
learning studies should take into account cultural differences. Hence, without empirical
backup, prescriptive generalisations across cultures are dangerous (Tsang, 1997).

Attewell (1992) places organisational learning at the center of his theory by focusing on
institutional mechanisms that lower the burden of organisational learning surrounding
adoption.™ Moreover, Attewell (1992) argues that many organisations will defer adoption
until knowledge barriers are sufficiently lowered. Fichman and Kemerer’s (1997) empirical
study found significant association between organisational learning and innovation process.
They note that organisations that are best positioned, from a structural standpoint, to
accommodate the burden of organisational learning surrounding complex process

technologies are more likely to initiate and sustain the assimilation of these technologies.

Recent research conducted by Cegarra-Navarroa et al. (2007) reveals that the success of e-
business depends on a company’s ability to develop a spirit of learning and sharing that could
feed the company with customer knowledge and development solutions and, more
importantly, could offer new products and services through e-commerce. The authors
suggested that organisational learning provides insights for helping e-commerce to achieve a
competitive advantage (Cegarra-Navarroa et al., 2007). Similarly, Lin (2007) suggests that to
achieve successful e-commerce implementation, managers should pay more attention to the
development of a climate where learning is valued and should establish mechanisms that
facilitate effective learning environments. However, Lin (2007) notes that the importance of
organisational learning orientation as a facilitator that influences the extent of e-commerce

diffusion has seldom been addressed.

Tsang (1997) argued that researchers should take into account an organisation’s starting point
or the level of technology use. Subsequently, the empirical study conducted by Lin and Lee
(2005) reveals significant associations between organisational learning and the level of e-
commerce systems adoption. The authors found that firms with greater levels of e-business
knowledge and training activities are found to attain higher levels of e-business systems

adoption.

! These mechanisms include: mediating institutions that specialize in acquiring and propagating knowledge
(such as consulting and service firms); special buyer-supplier relationships structured around learning (such as
user groups); adoption by end-users as a service; and technology simplification (Fichman and Kemerer, 1997).
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3.6.4 Receptivity toward change

The emergence of new innovations like e-commerce has created a quantum leap in work flow
and has led to a radical overhaul of existing ways of doing business. In fact, innovation is a
means of changing an organisation, whether as a response to changes in its internal or
external environment or as a pre-emptive action taken to influence an environment
(Damanpour, 1991). Moreover, with the impending move toward globalisation and
liberalisation of markets, organisations have to be prepared to cope with the rapid changes in
business dynamics (Abdul Rashid et al., 2004).

Receptiveness of organisations to change has been found to be a significant factor for
achieving success in technical innovations (Leonard-Barton and Deschamps, 1988; Zmud,
1984). Moreover, empirical studies have found that receptivity toward change is a predictor
of innovation diffusion and assimilation (Rymound, 2001; Fichman and Kemerer, 1997,
Grover et al., 1997; Damanpour, 1991). Receptivity toward change refers to the extent to
which organisational members favour change (Damanpour, 1991), recognise the legitimacy
of such change (Huy, 1999) and oppose organisational inertia (Francalanci and Morabito,
2008). Analogous to this definition, Petroni and Rizzi (2001) and Hurley and Hult (1998)
defined organisational receptiveness or willingness as organisational members’ openness
towards the technology and its application. Moreover, Deshpandd et al. (1993) defined
organisational receptivity toward change as the degree to which a firm deviates from existing

practices in creating new products and/or processes.

Change is not a simple transformation that can be accomplished overnight. Its introduction
must endure resistance from those clinging to old ways, and it must be cultivated within a
firm rather than simply bought (or transferred) from the open marketplace or competitor
(Menguc and Auh, 2006). Moreover, after considerable investments of time and resources,
many innovations are often blocked, underused or misused by organisational members (Keen,
1981). Therefore, the general receptivity toward change held by an innovating organisation's
actors has been found to be an important determinant of innovation success (Petroni and
Rizzi, 2001; Dewar and Dutton, 1986; Zmud, 1984; Pierce and Delbecq, 1977). Petroni and
Rizzi (2001) argue that one of the greatest barriers to implementing new technology is
overcoming employees' resistance to organisational change. They note that it is important to

consider the stages that must be passed through before adoption, as this will allow time to
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develop strategies to alleviate some resistance. Indeed, positive attitude towards change is
critical in developing the organisational ability to innovate (Francalanci and Morabito, 2008)

and is also found to influence the outcome of investment decisions (Damanpour, 1991).

Resistance toward change of an organisation's members has been found to be also important,
and organisational change literature has suggested it should be overcome (Cooper and Zmud,
1990). In fact, the resistance toward technological change is assumed to be negatively
associated with the success of an innovation in an organisation. Effective implementation of
IT depends on the organisation's vision of change, either by deliberate design or as an

emergent phenomenon (Montealegre, 1998).

Receptivity toward change has been considered as a strategy in a change process wherein the
primary mechanism for creating ‘receptivity’ is a corporate culture that captures the
assumption and beliefs shared by members of the organisation and also embraces an ability to
change (Armenakis et al., 1993; Johnson, 1992). Strategy scholars and chief executive
officers (CEOs) seem to be in agreement that the effect of organisational culture on technical
innovation strategy success is an important area for investigation (Gatian et al., 1995; Zahra
and Pearce, 1992). In fact, receptivity to change requires the adoption of a new mindset or
attitude that shapes a culture into one that is proactive and receptive to change, possibly
increasing the likelihood of successful adoption of technological innovations as employee
resistance would be lessened (Garrison, 2009). In fact, receptivity to change is critical
because attitudes are difficult to change as people seek to maintain a state of affairs that is
comfortable with what they have learned or know due to a fear of taking risks, intolerance of
uncertainty, and, more importantly, the need to maintain tradition (Abdul Rashid et al., 2004).
Firms that have high innovativeness, which is akin to an organisational culture that
encourages employees to be innovative, are likely to adopt new technological innovations
(Menguc and Auh (2006). Huang and Palvia (2001) note that the use of information
technology innovation in developing countries faces challenges related to economic and
cultural issues. Hence, the adoption may face strong resistance. This resistance may stem
from an extensive perception that technological innovation degrades personal

communications.

Following the theoretical underpinnings of the resource-based view of the firm (RBV), recent

research has regarded organisational receptiveness as an organisational capability that is

122



embedded in the social structure and culture of the firm and that is also difficult to transplant
from firm to firm or trade on the market, creating sources of competitive advantage
(Garrison, 2009; Menguc and Auh; 2006; Srinivasan et al., 2002; Lado and Wilson, 1994).
Garrison (2009) examines "organisational technological-sensing and response capabilities” as
a determinant that may impact the early adoption of two technologies: Voice over Internet
Protocol (VolP) and open-source software. Further, he points out that technological resources
alone are unlikely to provide organisations with sustained competitive advantage and,
therefore, organisations need to develop organisational capabilities to better sense and
respond to new technological developments ahead of their competitors in order to remain

viable in today’s technology-driven environment.

Menguc and Auh (2006) argued that receptiveness to innovation is a critical capability that
will enhance a firm’s performance. They elaborated that firms that possess high
innovativeness will be able to leverage this to their advantage to improve firm performance.
Receptivity to change implies a firm being proactive by exploring new opportunities rather
than merely exploiting current strengths. Srinivasan et al. (2002) extended the RBV of the
firm by investigating why some firms proactively adopt radical technologies whereas others
do not. The researchers argued that "technology-response capability” is an organisation's
willingness to respond to new technological information it senses in its environment that may
affect organisational competitive posture. As Hult and Ketchen (2001) pointed out,
receptivity to change contributes to a firm's positional advantage and, in turn, competitive

advantage.

3.6.5 Strategic orientation

With the growth of information technology adoption, companies are asked to be more
creative and unique to gain a better strategic position in the market (Koo et al., 2007).
Moreover, organisations develop strategies to build competitive advantage in order to
minimize the uncertainty arising from dependence on the environment for resources (Pfeffer
and Salancik, 1978; Pfeffer, 1982). Generally speaking, successful exploitation of
information technology (IT) requires having a well defined strategy for IT that links between
an organisation’s strategy and the technology that supports it. Also, it requires managing
widespread ICT applications that are integrated and that facilitate flexible and adaptive

behaviour on the part of the firm and its employees. Cao and Schniederjans (2004) note that
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the link between the IS strategic orientation and business strategy determines performance
success. In addition, strategic orientation may provide a source that helps firms build
dynamic capabilities in fast changing environments (Zhou and Li, 2010). According to
Montealegre (1998), the ability to develop an effective strategy for IT and organisation
change requires a superior competence in understanding the forces shaping the environment

and the interactions that exist among the business, organisation, and IT strategies.

The above discussion leads to the following question: what exactly is “strategic orientation”?
Basically, strategic orientation is a kind of organisational framework or philosophy of how
firms should interact with external environments to conduct business through a deeply rooted
set of values and beliefs (Zhou and Li, 2010; Gatignon and Xuereb, 1997; Day, 1994). In
fact, if strategic orientation is adopted and implemented, it could, through time, become

culturally embedded in an organisation ( Hunt and Morgan,1995).

Previous research has addressed strategic orientation from both behavioural and cultural
perspectives (Homburg and Pflesser, 2000). The behavioural perspective focuses on the
activities of firms that are associated with the generation and dissemination of, and
responsiveness to, market intelligence (Kohli and Jaworski, 1990). The cultural perspective
focuses on organisational beliefs and values that promote behaviours (Narver and Slater,
1990). Narver and Slater’s (1990) study was the first to identify strategic orientation as the
determinant of a company’s profitability; they defined “strategic orientation” as the
organisational culture that effectively and efficiently creates the proper behaviours for the

continuous superior performance of its business (Narver and Slater, 1990).

The issues of strategic orientation have attracted considerable interest in both the
management and marketing literature (Zhou and Li, 2010; Laforet; 2009; Gatignon and
Xuereb, 1997; Cooper, 1994; Slater and Narver, 1994; Narver and Slater, 1990), and
evidence is plentiful that strategic direction helps companies to adapt to customer needs and
respond to competitor actions and, thus, results in superior performance (Zhou and Li, 2010;
Zhou et al., 2007; Lee and Tsai, 2005; Gatignon and Xuereb, 1997; Narver and Slater, 1990).
Laforet (2009) argues that the extent to which businesses innovate effectively would depend
on their ability to plan ahead, to have a clear strategy and to manage strategically, which is

reflected in companies being willing to learn as well as to innovate and to take risks.
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Furthermore, Gordon (1991) argues that the business environment has become very

competitive, necessitating firms to be strategically oriented.

It is worth emphasizing that strategic orientation reflects an outward-looking view of the fit
between strategic choices and environment, shaping the organisational responses appropriate
for environmental exigencies facing the organisation (Mavondo and Farrell, 2003); it also
impacts the way firms acquire, allocate, and utilise resources (Zhou and Li, 2010). It has been
argued that strategic orientation is positioned around the systematic and continuous gathering
of information regarding target customer needs, competitor capabilities, and the use of this
information to develop new processes and new products or service enduring superior
customer value (Schindehutte et al., 2008; Hunt and Morgan, 1995).

It is commonly believed that strategic orientation is important to a firm’s effectiveness, and it
creates continuing performance improvements within the organisation (Laforet, 2009;
Gatignon and Xuereb, 1997). Lee and Tsai (2005) showed that strategic orientation is
associated with a company’s innovativeness and has an effect on business performance. Their
study was drawn from large Taiwanese manufacturing and service firms. Further, Mavondo
and Farrell (2003) proposed a model which linked organisational culture, business
environment, organisational strategy, functional strategies and their impact on a company’s
performance. The model was empirically tested with companies in the food manufacturing
industry in Zimbabwe. In addition, the study suggested that strategic orientation has a
significantly positive impact on the degree of innovation, and managers, who encouraged risk
taking, were responsive to market needs and were more likely to be more effective in
marketing, innovation and superior financial performance. Morgan and Strong (1998) studied
strategic orientation in the context of medium and large firms and found that firms that

continuously monitor customer and competitor environments tend to experience limited risk.

3.6.6 Decentralization Level

Decentralization refers to the degree to which decision making is pushed down to lower level
managers and employees (Robbins, 1998). Decentralization is found to be another factor that
is likely to be helpful in predicting the rate of innovation (Mohamed, 2002). This factor is

derived from the organisational social structure theory (Hatch, 1997), which posits a
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relationship between organisational structural characteristics and various measures of

performance.

Previous research finds that ICT helps firms to decentralize and break down hierarchies in
which ICT permits top management to communicate with bottom-layer workers without the
need for mediation by middle managers (Bayo-Moriones and Lera-Lo” pez, 2007; Pérez et
al., 2005). It is accepted that a decentralisation structure pushes decision making to the lowest
levels capable of making a rational decision, improving commitment, morale, involvement
and motivation, and this will be positively related to the implementation of innovation (Saran
et al., 2009). Research finds that pushing decision authority down the hierarchy creates a
climate of trust and evokes a sense of responsibility on the part of organisational departments
to translate that power into continuous improvement initiatives and innovative outcomes
(Mohamed, 2002).

In the context of a developing country, Tarafdara and Vaidyab (2006) studied the challenges
in the adoption of e-commerce technologies in India. Their study shows that if decision-
making is decentralized, the inclination to adopt e-commerce in an organisation is high
because there is a high degree of interaction between IS professionals and top management.
Therefore, in decentralized organisations, if IS professionals are proactive about e-commerce
adoption, then unfavourable attitudes of top management can be changed to favourable ones,
over time (Tarafdara and Vaidyab, 2006).

3.6.7 Formalisation Level

Formalization reflects the degree of structure of rules and procedures in conducting
organisational activities and is measured by rule manuals and job descriptions, leading to
better coordination of actions and a singleness of purpose for effective technology adoption
and implementation (Saran et al., 2009). Most studies on innovations have suggested that the
formalization of the organisation is negatively related to the trail of innovations (Grover and
Goslar, 1993; Hage and Aiken, 1970), but positively related to the adoption of innovations
(Dewar and Dutton, 1986) and the implementation of innovations (Cooper and Zmud, 1990;
McGowan, 1994). In fact, for generating ideas and problem solving, the organisation would
unstructure itself, but for implementation the organisation needs a higher degree of

coordination of action and the organisation could restructure itself into a more hierarchical
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form, tightening up its lines somewhat (Zaltman et al., 1973). Kim and Lee (2008) assert that
in organisations, once the innovation has crossed the adoption stage, formalization would be
an asset for implementation, since it helps in delineation of authority and responsibility,
reducing conflict of opinions and interests. Moreover, technology implementation requires a
high degree of coordination of action; formal rules and established procedures add an element

of structure to the organisation (Evan and Black, 1967; Zaltman et al., 1973).

lyer et al. (2004) note that formulisation is unrelated to B2B e-commerce. Similarly, Yang et
al. (2005) investigate the relationship between organisational characteristics, including firm
size, formalization, centralization and industry type and enterprise information portal (EIP)
adoption. Their study finds that the relationship between formalization and the adoption of
EIP was not significant (YYang et al., 2005).

This next section reviews the literature regarding the environmental variables which have

been correlated with adoption and diffusion of information technology innovation.

3.7 Environmental determinants

3.7.1 External pressure from customers, trading partners and competition

Organisations conduct activities within an environmental context. Innovation scholars have
posited that the external environment provides opportunities (information, resources,
technology) and constraints (regulation, restriction on capital or information) (Damanpour
and Schneider, 2006). In business organisations, the structure of the market (competition,
concentration) is considered the prominent environmental factor influencing technological
product and process innovations. External pressure refers to influence from the organisational
environment (lacovou et al., 1995), and external pressure has a critical role in encouraging
firms to adopt IT and Internet-based technologies. According to Hadaya (2008), Rueylin
(2001), Premkumar et al. (1997) and lacovou et al. (1995), organisations are likely to be
induced to adopt and use e-commerce by external isomorphic pressures from competitors,
trading partners and customers. In fact, the decision to use web services is influenced by the
technology already adopted or rejected and by those related to partnerships that permit the
manufacture, distribution and use of products and services. This is particularly true when
adoption occurs within the same industry segment. Abrahamson (1991) found that previous

adopting organisations may provide information about the costs and benefits of engaging in
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the innovation that may provide an incentive for future adoption when decision makers are

concerned about maintaining legitimacy.

Numerous studies have highlighted the role of competition intensity in the adoption literature
(Zhu et al., 2003; Kowtha and Choon, 2001; Kuan and Chau, 2001; Mehrtens et al., 2001,
Mirchandani and Motwani, 2001; lacovou et al., 1995). Competitive pressure refers to the
"the degree that the company is affected by competitors in the market" (Zhu et al. 2004, p.
24). In less-developed countries (LDCs), the competitive environment is more often shaped
by the relationship between business and the government than by market forces. According to
Montealegre (1998), the rules of the competitive game are often unclear and unstable,
reflecting the underlying instability of the political and economic environments and the
information imperfection of the markets. Moreover, in LDCs, government often exerts more
influence over industries and organisations, controlling, for example, access to key resources

and setting costs and prices (Montealegre, 1998).

According to Chengalur-Smith and Duchessi (1999), market leaders are motivated by
technology’s ability to increase productivity, reduce costs, and reduce cycle time through
improved operations. Without competition the concern for efficiency is reduced (Thong and
Yap, 1995; Dekimpe et al., 2000). Kimberly and Evanisko (1981) found that competition is
correlated with the adoption of innovation, and organisations that are faced with competition
encourage innovation adoption for competitive advantage. Lin and Lin (2008) point out that
competitive pressure is a key determinant of e-business adoption in which e-business is
expected to be adopted most successfully in highly competitive environments, and firms that
are first-movers in deploying e-business have tended to derive the greatest advantages.
Furthermore, Ottesen and Gronhaug (2004) reported a case of one successful Swedish
company that operated in a turbulent environment. The study revealed that external factors
such as suppliers, competitors and customers initiated the majority of the firm-environment
interactions. Conversely, Thong (1999) concludes that the environmental characteristic of
competition does not have any significant direct effect on the decision to adopt information
system (1S). Moreover, Martins and Oliveira (2008) find that external pressure from a
competitor did not have a significant impact on IT diffusion, and they note that it is possible
that external pressure has an effect on initial adoption but not on the extent of use after

adoption.
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3.7.2 Regulatory environment support

Previous studies have identified that regulatory environment support is a critical driver of
innovation adoption (Raymond, 1985; Premkumar and Roberts, 1999). In fact, as a particular
government shows a clear commitment to the new technology, potential adopters would view
the new technology more favourably and, hence, be more likely to adopt it (Yu-hui, 2008).
Moreover, the literature suggests that the regulatory environment concept is similar to
government policy (Zhu and Kraemer, 2005; Dasgupta et al., 1999; Umanath and Campbell,
1994). Kim and Lee (2008) conducted a study to identify the factors affecting the successful
implementation of EDI systems in the context of Korean business environments. Their study
finds that the existence of EDI standardization is a driving force for companies to adopt EDI

systems.

Previous research found that the role of government is an important consideration that may
affect the adoption of innovations, especially in developing countries (Molla and Licker,
2005a; Ang et al., 2003; King et al., 1994; Montealegre, 1999). Mia and Dutta (2007) note
that the adoption of e-commerce in Singapore was a good example of governmental support
driving technology innovation, in which Singapore was among the best performers of e-
commerce around the world. Moreover, government policy positively affected the likelihood
of EDI adoption in Hong Kong (Chau and Hui, 2001; Kuan and Chau, 2001). Similarly, the
existence of supportive policies were related significantly to e-commerce decisions in China
(Cui et al., 2006) and the extent of e-commerce adoption in Pakistan (Seyal et al., 2004).
Mann (2002) further posited that the slowness or failure of e-commerce adoption in some

developing countries was the result of policy inaction or wrong action by their governments.

Lack of governmental support was a significant barrier to online banking adoption in Oman
(Khalfan and Alshawaf, 2004). Moreover, the absence of regulations and legislations was a
major barrier and/or serious limitation to e-commerce diffusion in Turkey (Kaynak et al.,
2005). A study conducted by Shih et al. (2005) shows that fewer firms in China adopted e-
commerce due to the less friendly legal environment, and the authors conclude that e-
commerce adoption will be slow in the countries without adequate legal frameworks

regulating rights and obligations in the intangible cyberspace (Shih et al., 2005).
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A number of cross-country studies found that the regulatory environment in a country
significantly affected e-commerce activities in that country (Zhu and Thatcher, 2010;
Ndubizu et al., 2002; Oxley et al., 2001; Zhao et al., 2007). Specifically speaking, the legal
and policy environment did exert a substantial positive impact on e-commerce adoption at the
early stage of e-commerce. Zhu and Thatcher (2010) note that a good legal system is a
safeguard for online commercial transactions. In general, government promotion would play
a significant role in new innovation adoption (Yu-hui, 2008). Nasir (2004) conducted a study
to explore the legal issues and related problems in e-commerce and he notes that the
exponential growth of the Internet carries with it a number of new regulatory issues often
related to intellectual property concerns, copyright, trademark and privacy. It is believed that
the governments of developing countries often control technology development and, thus, can
influence e-commerce implementation decisions (Montealegre, 1999). On the other hand,
developed countries are found to have supportive legal environments for e-commerce. For
example, the US legal environment is more supportive of e-commerce than in other countries
and this support has led to a higher percentage of US firms using e-commerce (Shih et al.,
2005). Moreover, Hsu et al. (2006) confirmed that the U.S. did have a better legal
environment supporting e-commerce use than other countries and note that US companies

expressed fewer legal concerns when doing e-commerce.

3.7.3 National e-readiness

A country’s electronic readiness (e-readiness) is another critical factor that should be
considered to ensure that e-commerce applications are used by firms. Bui et al. (2003: p.5)
define e-readiness as “the aptitude of an economy to use information and communications
technologies to migrate traditional businesses into the new economy”. National e-readiness
can be evaluated by the availability of necessary physical infrastructure (high bandwidth,
reliability, and affordable prices), transportation infrastructure, banking infrastructure and
skilled workforce (Bui et al., 2003; CID, 2002).

The characteristics of national infrastructure have created a significant level of variation in
the acceptance and growth of e-commerce in different regions of the world (Efendioglu et al.,
2005). The literature showed that information and communication technologies (ICTs)
diffused rapidly in developed industrialised countries, but slowly in developing countries,
which led to a digital divide or gap in Internet access and usage of ICTs between developed

countries, who are well equipped in terms of the ownership and deployment of ICTs for
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social and economic prosperity, and developing countries, who are ill equipped in the
ownership and deployment of ICTs (Hinson and Sorensen, 2006; Johnston and Acquaah-
Gaisie, 2001; Licker and Motts, 2000). Stewart et al. (2002) note that the broadband
penetration rate is one of the factors best explaining the different levels of e-commerce
adoption and development observed in developed countries where the Internet access
infrastructure is widely available (Dutta, 1997). For example, Denmark, Sweden and the USA
(which head the 2009 Network readiness rankings produced by the World Economic Forum)
have Internet penetration of about 84, 89 and 74 percent respectively, whilst Bangladesh,
Burundi and Chad (poor states which rated worst among the 134 economies listed in the
index) had internet penetration of only 0.4, 0.7 and 1.3 percent respectively
(InternetWorldStats, 2009; World Economic Forum, 2009). According to the International
Telecommunication Union (ITU) (2008), Internet use in developing economies was only
about one-fifth that in developed economies at the end of 2007, and in 1999 only 0.1% of the
Arab population was connected to the Internet (Mansell, 2001). This indicates that

developing economies lag considerably behind developed economies (ITU, 2009).

Researchers have reported that the slow adoption and diffusion of the Internet and its
technologies in developing countries is due to poor telecommunication infrastructure,
insufficient IT human resources in the market, the high cost of Internet access and network
connectivity, online transactions insecurity and high costs of hardware (Molla, 2006; Molla
and Licker, 2005b; Xu et al., 2004). In fact, the penetration of low-cost broadband in the
population allows companies to collaborate with business partners and provide a better
service to their customers as it allows them to develop websites with personalization
mechanisms (Rodriguez-Ardura et al., 2008; Ansari and Mela, 2003). Figure 3.3 provides a
comparison of Internet users in developing countries with those in developed countries from
1994-2007.
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SO A comparison of Internet users in developed countries with those in
developing countries from 1994-2007
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The national infrastructures are the systems that support the development of e-commerce,
such as transportation infrastructure and banking infrastructure (Peng and Kurnia, 2008).
Their existence, coverage and reliability have been widely believed to be critical to the
development and utilisation of e-commerce (Chvaja et al., 2001; Gibbs et al., 2003; Jiang et
al., 2002). It is believed that addressing infrastructural, financial and capacity-related barriers
would go some way to further facilitate the diffusion of the Internet among enterprises in
developing countries. Karanasios and Burgess (2008) and Mansell (2001) claimed that
liberalisation of key services sectors and the provision of appropriate infrastructure and
technical assistance combined with greater access to information and knowledge could make
important contributions; such contributions would go some way to facilitating the diffusion of
information and communication technologies (ICTs) such as the internet and internet

applications like e-commerce among enterprises in developing countries.

It is widely acknowledge that the availability and affordability of services from the IT
industry, the development of the financial sector, and the penetration and reliability of carrier

and transportation facilities are found to be critical e-commerce supporting industries

132



(Humphrey et al., 2003; Travica, 2002). Peng and Kurnia (2008) assert that the existence of
financial institutions that support e-payments and transportation infrastructures are major
facilitators of e-commerce transactions and, consequently a major influence in e-commerce
technologies’ development and e-commerce activities’ growth. Indeed, e-commerce is not all
about the technology to allow customers to point and click. Rather, its key component is the
ability to move products speedily and in a flexible way in order to meet the customers’ needs

(Jiang et al., 2002).

The transportation infrastructure in a country adopting e-commerce needs to be supportive,
reliable and efficient. Universally, it is believed that a country’s postal and delivery services
IS an important part in an e-business project. Travica (2002) notes that since e-commerce can
open up the global marketplace to customers, the capability of the delivery infrastructure to
support significant fluctuations in geographical delivery patterns is crucial (Travica, 2002).
Peng and Kurnia (2008) assert that for organisations in developing countries, the adoption of
e-commerce will need to be supported by significant infrastructure investments on supporting
infrastructures such as the national transportation system and telecommunication systems on

the national level.

A study by Karanasios and Burgess (2008) indicated that the deployment of the Internet in
the least developed countries is associated with issues such as the IT and Internet skill levels
of existing employees as well as gaining access to skilled human resources in the local
workforce. Collectively, limitations and/or barriers to Internet and e-commerce adoption in
developing countries include limited Internet accessibility, lack of competition in
international telephone traffic (which increases the cost of a network), lack of intra-regional
infrastructure, lack of knowledge and skills and disproportionate penetration of the telephone

in urban areas (Raven et al.,2007).

3.7.4 Technology consultants’ participation and involvement

Rapid developments in ICTs are making it difficult for many organisations to manage the
increasingly complex information system (IS) function (Yates and Benjamin 1991; Scott
Morton, 1991). As the IT infrastructure and applications become more sophisticated, many
organisations must rely on external consultants who are better placed to remain current on
state-of-the-art technologies (Gable, 1996).
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Consulting has been recognised as a useful professional service that helps managers to
analyse and solve practical problems faced by their organisations, improve organisational
performance and learn from the experience of other managers and organisations. In general,
the primary duties of a consultant are to offer specialised skills to supplement internal
capability, provide additional resources to cover peak requirements and, when necessary, to
help businesses implement effective information systems (Thong et al., 1994). It is
noteworthy that consultancy service can involve performing information requirements
analysis of the business needs, recommending suitable computer hardware and software, and
managing implementation of the information systems (Thong et al., 1994). In fact,
consultants acquire experience and knowledge from their interaction and from working with

multiple client organisations (Robey et al., 2000).

A main goal of the technology consultant’s role is to expedite the technology implementation
(Winston, 1999; Gable, 1991; Rogers, 1995; Thong et al., 1994). In fact, technology
consultants play an important role in innovation adoption by serving as intermediaries
between a technology and client firms (Weigelt and Sarkar, 2009). Their role and expertise
are particularly relevant for organisations adopting innovations, such as e-commerce, where
innovations not only involve new technological infrastructures and software applications but
also require IT strategy development, IT systems assessment, business process improvement
and software applications integration with core business processes on an IT platform to offer
services through electronic, interactive communication channels (Swanson, 2010; Weigelt
and Sarkar, 2009; Curran and Meuter, 2005; Meuter et al., 2005). Kole (1983) notes that
important characteristics of IT consultants for IT systems implementation include: 1)
experience with similar business function in a computer environment, 2) facility with
communication and the change process, and 3) flexibility and creativity in project

management

Research shows that, as the strategic importance of technology adoption increases, more
organisational learning is likely to occur and organisations will be more motivated to seek out
new sources of information (Dawes et al., 2007). In fact, technology consultants have a
profound effect on information search and organisational learning processes by providing
technological, implementation, and training know-how to help clients overcome adoption
challenges (Weigelt and Sarkar, 2009). Robey et al. (2000) argue that the use of
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intermediaries such as consultants and telecommunications service providers remains a
valuable source of knowledge and a major option for organisations to learn without
developing internal knowledge capabilities and, more importantly, continues to be a useful
way for organisations to overcome knowledge barriers. For example, many organisations
depend upon telecommunications providers to overcome corporate knowledge barriers to
Internet use. Numerous theorists (Huber, 1991; Menon and Varadarajan, 1992; Slater and
Narver, 1995) argue that acquiring second-hand experience from people outside the
organisation, such as external consultants, is likely to be an important factor in the process of

organisational learning.

Client learning or improved client understanding is an important objective or result of many
consultancies (Gable, 1996). Moreover, it is suggested that consultants should help
organisations to develop the capability to solve their problems (Lucas and Plimpton, 1972).
However, according to Gable (1996), the consultant's intervention in the organisation should
be directed not only at solving the immediate problem (e.g. selecting hardware and software),
but also at improving the organisation's ability to anticipate and solve similar problems "in
order to increase the ecological wisdom of the organisation through improvement of its

ability to survive and grow in its environment” (Gable, 1996: 1177).

Successful exploitation of IT requires having a well defined strategy for IT that links between
an organisation’s strategy and the tec