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                      Chapter 4


CHAPTER 4:    ANALYSIS AND FINDINGS 
4.1 Conducting the Analysis

This chapter describes how the analysis was done and presents the results. The method of analysis was discussed from previous chapter and all findings were based on information obtained from interviews and case study.

4.2 Interviews

All interviews are conducted by email. Totally, ten of interview questions were distributed by email to each expert as shown in Appendix 18 but only seven of them were returned (Appendix 21). This analysis is structured based from Tornatsky and Fleischer’s model in Chapter 2. 

4.2.1 Malaysia
4.2.1.1 The Prospect of E-commerce for SMEs 

Based on the findings, it is found that Malaysian SMEs are ready to embrace E-commerce [R1-p.138; R2-p.153; R3-p.165 in sec.1:1]. It is believed that Malaysian SMEs are more confident in E-commerce and realized that E-commerce will be an integral part of their business [R3-p.165 in sec1:1]. The study shows that industry changes and the need to keep up with competitors have been the driving force behind E-commerce initiatives among Malaysian SMEs [R1-p.141;R2-p.156;R3-p.168 in sec1:11]. 
Furthermore, the level adoption of E-commerce in Malaysia varies considerably as per industry sector [R2-p.153 in sec1:2]. A respondent cited that in B2C environment, many SMEs in the manufacturing sector have undertaken E-commerce initiatives reluctantly, preferring to take one step at a time [R2-p.153 in sec1:2]. However, B2C in service sector is considered modest [R1-p.139;R2-p.154 in sec1:7]. Many SMEs especially in the tourism industry and banking recognised the importance of E-commerce in their business [R1-p.139;R2-p.154 in sec1:7]
. 

Most of respondents cited that the most widely E-commerce applications used are: email and website promotion [R1-p.138;R2-p.153 in sec1:3]. Interestingly, one respondent did not agree that e-mail and internet banking are defined as E-commerce. In his quotation,

“First of all I would say that email and internet banking do not come into the e-commerce applications bracket as e-commerce is defined, in my opinion, as the buying and selling of products or services online. In terms of the most used I would say that it is most likely to be the online florists here in Malaysia. I do not have any data to back up this argument but I would say that it is one of the most popular online transactions you are likely to see here in Malaysia based on my own personal use” [R3-p.165,sec 1:3]
Order payment over Internet is still modest as the security/legal concern in Malaysia is high [R1-p.138 in sec1:3]. Most respondents also agreed that Malaysian SMEs have a bright future in the diffusion of E-commerce but only when major problems, such as: culture and security/legal concern are solved [R1-p.138;R2-p.153 in sec1:1].

4.2.1.2 Barriers and Benefits to Greater Usage: Malaysia

Malaysian SMEs face range of barriers that prevent the diffusion of E-commerce. Interestingly, funds and lack of interest from top management are not cited as barriers to E-commerce as shown from previous studies. All respondents considered culture/SMEs resistance and security/legal concern as significant barriers [R1-p.140;R2-p.155;R3-p.167 in sec1:8]. 
From previous studies, saving costs and time are one of the benefit SMEs will obtain in adopting E-commerce. This study found another distinctive benefit. Two of respondents [R1-p.140/141;R3-p.167 in sec1:10] cited that a benefit such as an ability to reach new market is important for Malaysian SMEs. One of respondents [R1-p.140/141 in sec1:10] also has made specific example in the manufacturing sector 
.

4.2.1.3 External Environment
Government: 

The study shows that Malaysian government is very supportive in promoting E-commerce development and aiming to increase E-commerce penetration among all SMEs [R1-p.142;R2-p.156;R3-p.168 in sec2:A1]. Government initiative is cited by respondents as one of key strength in Malaysian E-commerce development [R1-p.142;R2-p.156 in sec2:A1]. Many incentives and programmes have been established to encourage SMEs in E-commerce. These strategies will assist SMEs in costs and encourage others to implement E-commerce [R1-p.142 in sec2:A1]
.

Investment: 

Principally, government and foreign investors are very supportive in the investment [R1-p.143/144;R2-p.157;R3-p.169 in sec2:C1], especially in technology-related investments [R2-p.157 in sec2:C1]. There are also new incentives to provide funds for SMEs at start-up or first-stage in financing E-commerce [R1-p.144 in sec2:C2]
.

Security/legal: 

The study reveals that Malaysian SMEs have a slow adoption of E-commerce because of security concern, e.g. ‘skimming’
 [R1-p.147;R2-p.160;R3-p.171 in sec2:F1]. However, government has enacted a series of legislations on Internet usage and E-commerce activities to reduce security concern in Malaysia [R3-p.171 in sec2:F1]. Although various laws and regulations addressing Internet crimes have been developed, milestone cases of lawsuit have not yet to take place. As such there is no indication on how effective Malaysia’s cyber laws are in practice [R2-p.160 in sec2:F1].

4.2.1.4 Organisational Context 

Innovation:

Overall, Malaysian SMEs are accustomed to the challenges of technological change, as the country has experienced several decades of economic transformation being brought by trade, global competition and rapid growth [R1-p.143 in sec2:B1]. Many SMEs respond to the innovation rapidly [R1-p.143;R2-p.157 in sec2:B1], including E-commerce adoption {R2-p.157 in sec2:B1]. Interestingly, one of respondents noted that Malaysian SMEs are not innovative as they tend to copy ideas rather than make their own innovation [R3-p.169 in sec2:B1].

People:

Many SMEs are moderately enthusiasts in facing E-commerce [R1-p.144;R3-p.169 in sec2:D1]; however, some of them are still reluctant to change and not IT literate [R2-p.158 in sec2:D1]. The solution is to emphasise more education in IT especially in rural areas. It is believed that with proper IT education, Malaysian SMEs’ low perception about E-commerce can be overcome [R2-p.158 in sec2:D1]. It is interesting to note that CEOs also have a significant role, close behind marketing and IT units, in moving SMEs into the realm of E-commerce [R1-p.144 in sec2:D1;R2-p.159 in sec2::D4]. To paraphrase from one respondent, 
“E-commerce is not just a channel for communication and promotion only. It is a TRUE marketing strategy and it needs full support from top management as well from the whole company” [R2-p.159 in sec2:D4]
This finding is consistent with Scupola [51] where CEO involvement is crucial in E-commerce adoption.
Culture:

Culture is the basic foundation in the adoption of E-commerce. One of respondents noted that Malaysia has a very well rounded heterogeneous society i.e. Indians, Chinese, Malay and westerners and the education standards are very high [R2-p.161 in sec2:G2]. In theory, it should be able to absorb cultures and new technology better and faster than homogeneous culture [R2-p.161 in sec2:G2]. In practice, however, the culture issue in Malaysia is still in problem [R1-p.148;R2-p.161;R3-p.173 in sec2:G2]. SMEs’ mindset generally is difficult to change and wary of the unfamiliar things which affect the perception in E-commerce [R1-p.148 in sec2:G2]. Many of them are troubled by what they perceive as the ‘social ills’ that the Internet culture will spread it [R1-p.148 in sec2:G2]. Reluctance on the part of Malaysians SMEs to engage in E-commerce is due more to this mindset [R1-p.148 in sec2:G2]. 

4.2.1.5 Technological Context
The infrastructure/technology in Malaysia is highly acceptable [R1-p.146;R2-p.159;R3-p.170 in sec2:E1]. There is an excellent underlying Internet backbone in Malaysia and broadband access is fairly high [R3-p.170 in sec2:E1]. Unlike Indonesia, Malaysia has a strong infrastructure [R2-p.159;R1-p.146 in sec2:E1], available around all cities and spreading further to rural areas [R3-p.170 in sec2:E1]. The availability of infrastructure in all cities is important as it will get people more online and in turn increasing the chances for SMEs to implement E-commerce[R3-p.170 in sec2:E1]. All of respondent agreed that government has an important role in upgrading Malaysian infrastructure and technology [R1-p.146;R2-p.159;R3-p.171 in sec2:E4] e.g. attempts to promote Malaysia as an IT hub which will generate more foreign investors to join E-commerce [R1-p.146 in sec2:e4]

4.2.2 Indonesia 

4.2.2.1 The Prospect of E-commerce for SMEs 

The study shows that the present situation of E-commerce in Indonesia for SMEs is not very optimist at present [R4-p.177; R5-p.188; R6-p.199; R7-p.211 in sec1:1]. Weak infrastructure, culture issues, bureaucratic government regulations, political instability, and the bias of security/legal regulations affected the development of E-commerce badly [R4-p.177 in sec1:1]. 

In the manufacturing sector in B2C, it is found that the penetration of E-commerce is still limited among SMEs [R4-p.178;R7-p.212 in sec1:6; R6-p.199 in sec1:1]. SMEs still remain reluctant to do business through E-commerce and still prefer “tangible” option of using faxes and telephone calls [R6-p.199 in sec1:1]. There is also little interest in organizing sales on-line mainly due to lower level in B2C development [R6-p.199 in sec1:1]. Interestingly, one of respondents [R4-p.178 in sec1:6] argued that the prospect of B2B transactions is much better as B2C is too much trouble for Indonesian SMEs.
Most of respondents cited that the force of market and competition are the driving forces of E-commerce among Indonesian SMEs [R5-p.191;R6-p.202;R7-p.214 in sec1:11]. Competitors in Indonesia very often do this by setting an example and demonstrating that improved management and E-commerce use results in increased sales and profits [R6-p.202 in sec1:11]. In giving an example, one of respondents said:
“...An on-line SME event organizer …is started in Bali few years ago, triggered the development of other online event organizer companies where each of these SMEs played a new role in creating an industry that had never existed before in Bali.”[R6-p.202 in sec1:11]
In addition, the level of E-commerce adoption in Indonesia can be illustrated in the initiation stage [R4-p.177;R5-p.188;R6-p.199;R7-p.211 in sec1:2]. Further analysis from interview findings revealed that Indonesian SMEs have lack of initiative/awareness, and no understanding in IT [R4-p.177;R5-p.188;R6-p.199;R7-p.211 in sec1:2]. In quoting from one of respondents:

“The level of E-commerce for SME is still in early stage due to digital divide conditions, very few people aware the benefit of E-commerce, government is not concern, and IT infrastructures are not spread equally. The rural areas in which almost 60 % of SMEs are located, there is no facilities available.”[R5-p.188 in sec1:2]

It is clear that while most SMEs use email [R4-p.177;R5-p.188;R6-p.199;R7-p.211 in sec1:2] and website [R5-p.188;R6-p.199 in sec1:3], the level of usage of other E-commerce technologies, such as on-line selling or on-line banking, is either quite low or non-existent among SMEs (R4-p.177 in sec1:3). 

4.2.2.2 Barriers and Benefits to Greater Usage: Indonesia

Perceived barriers and benefits were important in the adoption and implementation of E-commerce, and although the majority of barriers are similar to those found in other studies (see Table 5 and 6 in Chapter 2), this study also presents some interesting differences. 

Contrary to the majority of previous studies, all respondents did not state cost as a major problem in E-commerce implementation [R4-p.178/179;R5-p.190;R6-p.201;R7-p.213 in sec1:8]. Knowledge and culture are chosen as the most important barriers [R4-p.178/179;R6-p.201;R7-p.213 in sec1:8].  

This study also reveals distinctive benefits for SMEs in the adoption of E-commerce. According to most of respondents [R4-p.179;R5-p.190;R6-p.202;R7-p.214 in sec1:10], benefits such as widespread penetration/distribution and larger coverage will drive SMEs’ businesses into more dynamic business environment.

4.2.2.3 External Environment

Government:

Unlike Malaysia, it is found that Indonesian government in the adoption of E-commerce is not supportive [R4-p.180;R5-p.191;R6-p.202;R7-p.214 in sec2:A1] . One of respondents said there is lack of IT leadership in the government side, no significant role, and no efforts at all to encourage SMEs in E-commerce development [R6-p.202 in sec2:A1]. Most of government ‘what-so-called’ programmes and incentives did not fully implement to the whole SMEs [R6-p.202 in sec2:A2]. Another respondent even cited that there are no success results yet for any government programmes/incentives due to insufficient funding [R7-p.214 in sec2:A2]. Many SMEs in rural areas also do not have any access to information and incentives from government [R7-p.214 in sec2:A3]. Then, there are severe and confusing banking and government regulations in E-commerce [R4-p.180 in sec2:A3] which obviously defeat the adoption of E-commerce among Indonesian SMEs.

Investment:

Interestingly, there are few different opinions from respondents in this topic. Two of respondents said at present, government is still helping SMEs in the adoption of E-commerce [R5-p.192;R6-p.203 in sec2:C1]. One of respondent said the funding mostly comes from SMEs itself [R4-p.181 in sec2:C1]. Another respondent noted the majority of investment comes from foreign investor with a little bit support from government [R7-p.215 in sec2:C1]. In addition, Indonesia also received quite a number of investments from foreign investors, such as: World Bank, The Asia Foundation, ADB, and AUSAID [R5-p.192 in sec2:C2] which definitely will help SMEs in the adoption of E-commerce.

Security/legal:

Perhaps, the most overwhelming barrier which directly affects SMEs effective use of E-commerce is security/legal concern. Practically, all of respondents agreed that security/legal concern directly impact in the adoption of E-commerce [R4-p.183;R5-p.194;R6-p.206;R7-p.217 in sec2:F3]. The majority of security/legal concern from this findings are similar to those found by Sulaiman [78] i.e. credit card fraud [R4-p.183 in sec2:F1; R6-p.206 in sec2:F2] and hackers [R6-p.206;R7-p.217 in sec2:F2]. Another new security/legal concern is mode of payment [R5-p.194 in sec2:F2] due to early stage in the adoption of E-commerce [R5-p.194 in sec2:F1]. Moreover, two of respondents cited that Indonesia has number of regulations in E-commerce but yet most of them are still pending and not yet fully implemented due to bureaucracy and political instability [R6-p.206;R7-p.217 in sec2:F1].

4.2.2.4 Organisational Context

People:

This study shows that the progress of Indonesian SMEs in adopting E-commerce is indeed very slow [R4-p.181;R5-p.192;R6-p.204;R7-p.215 in sec2:D1]. Not many SMEs preferred using IT products especially in rural area [R6-p.216 in sec2:D2a]. Many SMEs also have poor English and IT knowledge [R6-p.199 in sec1:2 and in sec2:D1] which will be major operational problems when using IT products and training on them. SMEs also are not geared up to take up E-commerce as a serious business concept. [R7-p.216 in sec2:D2a] 

Innovation:

In term of innovation, respondents rated very low among Indonesian SMEs [R4-p.180;R6-p.203;R7-p.215 in sec2:B1]. One of respondent commented that Indonesian innovation level largely depends on SMEs’ creativity and educational level [R4-p.180 in sec2:B1].

Culture:

Organisational culture seemed to be another critical issue in facing SMEs globally while implementing E-commerce. From the study, it is found that Indonesia has high-risk avoidance culture [R7-p.218 in sec2:G1], thus, the people tend to choose low risk option [R7-p.218 in sec2:G1;R6-p.207 in sec2:G2]. This reason prevented SMEs to recognize benefits from adopting new technology. To quote from the respondent:

“…(Indonesian SMEs) should develop modern culture which characterized by “practicality, efficiency, and fast” in order to implement E-commerce successfully. However in Indonesia, adopting modern culture is easily done if SMEs knowing directly the benefits from adopting new technology…” [R5-p.195 in sec2:G1]

4.2.2.5 Technological Context

Based on interviews, researcher found that Indonesia only has connection of Internet less than 10 percent in the country and not adequate for high volume E-commerce applications [R4-p.182 in sec2:E1]. It is found that the installation of new telephone line has come to a standstill and that there are virtually no new lines available, especially for SMEs outside Java Island [R6-p.205 in sec2:E1]. Many SMEs complained in low quality and high cost of bandwidth in Indonesia [R6-p.205;R7-p.216 in sec2:e1]. The high costs of access according to one of respondent [R6-p.205 in sec2:E1], is mainly due to the lack of participants in the leased line industry. There are no significant steps so far from government [R5-p.193;R6-p.205 in sec2:E1]. The only option to improve access and reduce the costs of bandwidth is to allow private company/foreign investor participates in this sector [R6-p.205 in sec2:E3].

4.3 Case Study 

Totally, four SMEs (two from Malaysia and another two from Indonesia) were interviewed with telephone. The interviews lasted about an hour (Appendix 22).

4.3.1 Laggard

L1 [p.219]
This company is a family owned bus operator express services from Malacca-Johor Bahru-Kuala Lumpur which was founded in 1976. It is not surprisingly that the company does not use E-commerce as the company is a typical Chinese traditional company. The owner cited:

“…I prefer the old way (which is with telephone and faxes). My company is very successful until now since 1976 and I did not use any fancy things. So … there is no point to apply technologically-oriented as my business is successful in our own..it is easy use the old way. If you use new technology, then we have to buy more tech-equipment which something that I couldn’t afford.”[Q5,p.220]

The owner also had no intention in using any E-commerce activities. To quote: 

“I do not think so … we are traditional Chinese family who runs traditional business. Even though we are planning to expand our services but so far we manage our business with my way. It’s just E-commerce or other new technology things are not in my generation.”[Q7,p.220]

L2 [p.221]
This family business is run by Mr. Liem Bin An and was built since 1965. Toko Liem is a small family company selling daily food and salted duck eggs [Q1,p.221] 
In the interview, the owner said always uses telephone to contact the suppliers and customers [Q5,p.222]. The owner also would like to see his business grow but so far does not have any plan to change the way he conducts his business. When asked about E-commerce, he even did not know what E-commerce about [Q2,p.221] and prefer to use the old way [Q4,p.222]. Not surprisingly, the respondent also does not use any E-commerce activities even though the fact that his son is using Internet for games almost everyday [Q5,p.222]. In respect to E-commerce, the owner noted that he has no intention in using E-commerce in the future because it is too expensive [Q7,p.222].

4.3.2 Adopter

A1 [p.224]
This company is established in 1999 as a consultant, based in Kuala Lumpur, Malaysia. The company is offering services to customer about handling events such as birthday party, wedding, seminars, or any big events {Q1,p.224]. 
Since 1999, the company wanted something to make their business activities easier. Activities like: maintaining suppliers (catering, music, equipments, etc), investigate the industry, price changes, and customer relationships are very important in the company [Q9,p.226]. Before they used E-commerce, they have difficulties in maintaining their business operations and on-going communication with clients and suppliers. It is more complicated as their business kept growing and there was a need to improve their productivity. Because of these reasons, they implemented E-commerce in the late 2000 [Q9,p.226]. 

At first time when they heard about E-commerce is from government’s seminar [Q10,p.227]. After considering the options, they straight applied and registered for the implementation of E-commerce with the help from government [Q10,p.227]. 

The company’s E-commerce activities such as Supply Chain Management, downloads, exchanging information, and an e-mail account which became the primary channel for contacting clients and suppliers [Q11,p.227]. So far, they do not have any official website. But they are going to have an interactive website soon and planning to do activity such as payment over Internet for customers’ convenient [Q11,p.227].
The implementation of E-commerce certainly provides more choices and greater convenience to company [Q14,p.228]. The company can access to news and financial information and services over the Internet anytime and also interact with different communities and government bodies all from one location. They also can compare prices and conditions of sale to obtain the best terms for customers [Q14,p.228]. 

There were not many problems occurred during the implementation of E-commerce [Q15,p.228]. 

The company said government supports them financially and non-financially [Q15,p.228]. In term of infrastructure also acceptable but they said faster line such as broadband is more satisfactory [Q15,p.228]. The company had a problem in the investment as E-commerce is not cheap. They finally managed to borrow from government and fortunately the interest is small compared with banks. In respondent’s quotation:

“…The regulation is strict and confusing. Not all of SMEs in Malaysia can have access to borrow money directly from government. SMEs need to be examined first by the government committee. If it is fail, then everything will be gone. SMEs need to be careful with those committees. You do not want to upset them. We tried to borrow money from bank but the regulation is stricter and the interest is very heavy for us.”[Q15,p.228]

When asked about security/legal issue, the company did not have any problem at all. The company felt safe due to the implementation of newer verification and encryption technologies from government and other IT companies. [Q16,p.229]. There was also no problem whatsoever in cultural issues [Q17,p.229]. The company admitted that the use of E-commerce did enhance their business operations effectively, especially with supplier management and their on-going communication [Q19,p.229].
A2

This company is established in January 1975. The main business is manufacturing and selling chemicals and auxiliaries to customers around Indonesia [Q1,p.231]. Initially the company relies on costly telephone and fax transmissions to contact with the suppliers and clients [Q6,p.232]. When they realize E-commerce is extremely important in their business operation, they used it to save time and costs [Q5,p.231]. 
The company implemented E-commerce in 1999 [Q6,p.232]. The most important E-commerce activity is e-mail [Q7,p.232]. They still use faxes but mostly with e-mail when quoting important things e.g. price changes, brief explanation of new products, downloads, obtaining technical information, sales transactions, etc [Q6&Q7,p.232]. When asked how the company got started in implementing E-commerce, the respondent said:

“We heard about E-commerce from one of private consultant. They explain the benefits we will gain if we implement E-commerce. It was quite doubtful that time for us. Our CEO then decided that it is a time to use E-commerce in our business operation. So we registered ourselves. We wanted to use more E-commerce activities that time beside email but the CEO wanted to see first how we get on with this one.”[Q6,p.232]

The company does not have a website at the moment. When asked the reason, the respondent commented that the CEO and higher management did not prefer in using any E-commerce activity rather than e-mail [Q9,p.232].

The company stated that even though they mainly use e-mail but the benefits are enormous. Benefits such as: cost-savings; promote products and services anytime; better communication; global customer reach; and many more [Q10,p.233].

The company admitted problems occurred in the beginning stage of E-commerce implementation [Q11,p.233]. Difficult to adapt, higher costs, and lack of support from government are some of the problems [Q11,p.233].
The company also concern in security/legal issue in Indonesia [Q13,p.234]. There are no remedies in preventing these problems at present from government and this is why the company does not want to use more advance E-commerce activities rather than e-mail [Q13,p.234]. 

When asked how company changed since adopting E-commerce, the respondent said:

“It has been tremendously effect on our company. Our company can increase our productivity more than before, communication with all departments, clients, and suppliers also excellent. The important thing is that we really save costs in our business operations. The relationship with customers and suppliers are also going well.” [Q15,p.234]
� See Appendix 21 [R2-p.154 in sec1:7] for the best example of E-commerce in the service sector.


� See Appendix 21 [R1-p.140/141 in sec1:10] for the example.


� The respondent also has made specific reference in government regulations and tax incentives: see Appendix 21  [R1-p.142 in sec2:A1]for more detail


� See Appendix 21 [R1-p.144 in sec2:C2] for the example.


� ‘Skimming’ means any personal detail is being copied by hackers, e.g. credit card detail.


� See Appendix 21 [R1-p146; R2-p.159 in sec2:E4] for more examples.


� Please note that researcher did not type all the greetings and unnecessary sentences that are not related to the interview topic. The answers might have similar words from one interview to another due to the difficulties in translating the words to English (researcher had to use local languages, like: Bahasa Melayu and Indonesian language in the interviews).
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