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ABSTRACT

Thegrowthofinformationtechnologyinthebusinessworldisspreadingataphenomenalrate.The
successofabusinessorganizationstandsattheusageofITintheirbusiness.Growthofe-commerce
isthenewbornbusinessmethod,whichhasoriginatedthroughanextensiveusageofITintheir
business.Thisstudywillfocusonthelevelofadoptionofe-commerceinapopulationof30SMEs
undertheBOI,therelationshipbetweenfirm-basedcharacteristicsandtheadoptionofe-commerce
andalsomore importantly findout thecriticalsuccess factorsanddiscoverpotentialbenefitsof
adoptionofe-commerceinSMEs.Theresultsontheadoptionofe-commerceshowedasignificant
relationshipwiththetwofirm-basedcharacteristics.Thatismanagementinvolvementandadoption
ofIT.Thestudyalsoidentifiede-marketingandsupplierserviceasthecriticalsuccessfactorsin
adoptionofe-commerce.

KEywoRDS
Board of Investment (BOI), Information Technology, IT, Small and Medium Enterprise (SME)

1. INTRoDUCTIoN

Todaytelecommunicationsarethekeystoneofthecurrenttechnologicalrevolution.TheSriLankan
governmentiscurrentlyontheprocessofupgradingtheInternetinfrastructureanddevelopingitin
theformofinstallationofsuper-fasttelecommunicationnetworkusingfiberopticcablesandother
necessaryhardware.ThisismainlyduetothefactthatSriLankaisunabletomeetthechanging
requirementsintheWorldWideWebduetoitsweakandpoorinfrastructure.Therapidadvancement
inboth Internet softwareandhardwarehasalso lead tomoreandmoreorganizationsallocating
resourcestomeetthechangingrequirementsinE-Commerce.Largecorporations,SmallandMedium
Enterprises(SMEs)andindividualsareallinvestingmoreandmoreintheInternetbusiness.The
mainchallengefortheseSMEsinadoptionofE-Commerceisthelackoffacilityandresourcesin
accordingtochangingneedsofthecustomers.Thelargecorporationsarefindingnodifficultiesintheir
concurrenceinE-Commerceworldmainlybecausetheyhavelargeresourcesandfacilitiescompared
withtheSMEs.SenarathnaandWickramasuriya(2011)indicatedthatinSriLankancontextthereis
apositivecorrelationbetweentheadhocracyculturalcharacteristicsamongtheSMEsandthelevel
ofe-commerceadoption.ThelackofresourceshasbeenthemajorcausethathasrestrictedSMEsin
competingwiththeircompetitors.Itisnecessarytoprovidesufficientinformationandresourcesfor
SMEsbytheBOI,sinceSMEsplayaveryvitalroleinthedevelopmentofourcountry.

Themainproblemstatementofthisresearchwouldseektounderstand,whyandwhatarethe
reasonsforSMEstobereluctanttoadoptE-CommercetodevelopandgrowtheirbusinessesinSri
Lankaandtoidentifytherelationshipbetweenfirm-basedcharacteristicsandadoptionofE-Commerce
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inSME.Itishopedthatwiththisinformation,moreSMEswouldbebetterpreparedbeforeventuring
intoE-Commerceactivities.ThisinformationcouldalsobeusefulforthelargercorporationsinSri
LankaandthosefromabroadwhowishtoinvestinE-CommerceinSriLanka.Throughthisresearch
theSMEwillunderstandE-Commerceanditsbenefits.Inthesametimeinthesocialbenefitpoint
ofview this researchwillhelpmakeconsumersmore Internet friendlybymakingorganizations
pushforE-Commerceadoption.Onlinepurchasingwillbethenationalshoppingmalloftheworld.
E-Commercewill increaseconsumerconvenienceandvariety inchoices;whichwill lead to the
developmentoftheeconomyofSri-Lanka.Thisstudywillalsohelpcontributetothelittleliterature
thatexistsontheSriLankanE-Commercesituation.ItwillhelpreadersunderstandtheE-Commerce
landscapeinSriLankandbuildonthestudiesconductedsofarincludingthisresearch.

2. LITERATURE REVIEw

Therehavealsobeenanumberofperspectivesinvestigatedwithregardtoe-commerceadoptionand
SMEsinrecentstudies.OfparticularinterestisthestudybyWymerandRegan(2011)whohave
investigatedtheinfluentialfactorsintheadoptionofe-businessande-commercetechnologiesby
SMEs.Furthertothis,Grandonetal.(2011)havecomparee-commerceadoptiontheories,While
Neilsonetal.(2010)haveexaminedtheinternationalperspectiveofthedevelopmentofe-businessby
wineindustrySMEs,andBeynon-Davies(2010)hasconsiderede-businessasaregionaldevelopment
driver.Additionally,scupola(2009)hasstudiedtheperspectivesofe-commerceadoptionbySME
sinAustraliaandDenmark,andWilliamsetal.(2010)haveexploredsmallbusinesssalegrowthin
theUKandinternationalizationlinkstowebsitefunctions.

SterrettandShah(1998)andStockdaleandStanding(2004)havearguedthatmicro-sizedSMEs
cancompetewithlargerorganizationsthroughe-commerceastheirsizeenabledthemtobemore
adaptableandresponsivetochangingcondition.Effectivee-commercedeploymentthusmeansthat
enterprisesarenolongerrestrictedbygeographicallocationsandareabletocompeteinnewnational
andglobalmarkets,both for customers and suppliers (Damanpour,2001:Dholakia andKshetri,
2004).Intermsoffinancialsupport,SchneiderandPerry(2001)andGallowayandMochrie(2005)
havesuggestedthatSMEowner/managersrequiresupportfromgovernmentandsupportagencies
toenableaneffectivetransitioninmindset.Suchsupportcantakemultipleformsincludingbusiness
adviceand/orfinancialbackingingrantsandloans.

Daniel and Grimshaw (2002) found ICT adoption required consideration of a formal and
appropriateICTstrategy(Chaffery,2002)enterpriseculture(Coates,2001)andpotentialrestructuring
(GulatiandGarino,2001).ItwasnotedthatSMEowner/managerswerereluctant toprovidethe
timeandfinancetoICTdevelopment(Wolcottetal,2008),withoutindicationsattainablebenefit
(LockettandBrown,2000).LesjakandVehovar(2005)recognizedthatICTusecontributedtothe
creationofcurrentandfutureeconomicbenefits,whichwasreflectedinincreasedmarketvalue.
LewisandCockrill(2002)identifiedthat71percentofSMEssurveyedrealizedqualitybenefits
intermsofreducedcosts, increasedefficiencyandincreasedcustomers.Intermsofkeysuccess
factors,Daniel(2003)identifiedthatintegrationofICTserviceswithinternalinformationsystems,
wasanimportantdeterminantofeventualeffectiveness.Lee(2001)describedthechangeprocessas
apotentiallydisruptiveinnovationwhichcouldradicallyalteroperatingprocedures.Indeed,several
examplesofhighlyinnovativeSMEsthatwerepreparedtoadopthigherlevelsofICTtechnologies
(LoebbeckeandSchafer,2001),andtherebypotentiallychangethenatureoftheirbusinessoperations
havealsoemerged

Sadowskietal.(2002)andBengtssonetal.(2007)suggestthatsuccessfuladoptionofICTvaries
accordingtoenterprisesize,exportingactivity,awarenessofbenefits,industrialsector,customersand
influenceoftradingpartners.HadayaandPellerin(2008)forexample,consideredtheunderstanding
oftheroleofvirtualenterprisesinsupportingmanufacturingSMEs’internationalizationprocesses.
Furthermore, Poon (2000) identified that customer participation in ICT was critical to success
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includingrelationshipswithsuppliers,customers,partnersandcompetitors,aswas thenatureof
thebusinessenvironment(FurnellandKarweni,1999).Thesestudiesdemonstratethatenterprises
benefitedfromICTdeployment(DanielandGrimshaw,2002),butspecificconditionshadtobemet
toachievesignificantbenefit.Drew(2003)alsonoteddifferencescouldresultindifferentinternal
requirementsforSMEs,inrelationtostrategydevelopment,trainingandsupport.Whilstadoption
successhasbeenreportedinnon-SMEs(VanBeverenandThomson,2002),however,doubthasbeen
expressedregardingSMEs,particularlymicro-sizedenterprises’abilitytoexploitICTsuccessfully,
giventheirlimitedaccesstoin-houseexpertiseandresources(BeckinsaleandLevy,2004).Levyet
al.(2004)recountedthatfewerthanhalftheSMEstheysurveyedbelievedthatICTwasimportant.

Kleindl(2000)pointsoutthattheinternetpresentsSMEswithanumberofchallenges,larger,
technologyenabledbusinessareabletoencroachonareasonceheldonlybysmallcompanies.As
transactioncostsfail,itisbecomingcosteffectiveforlargecompaniestoenternichemarketsinwhich
SMEstraditionallyhadadvantages.Atthesametime,customersinthesemarketsareenabledto
searchforalternativesuppliers.ICT&SMEsenterpriseswhereICThasacentralfocusitisemployed
tosupportbusinessgoals,andobjectivesasareactiontocustomersandcompetitiveforces(gale
andAbraham,2005)PoonandJoseph(2001)andSimmonsetal.(2011)alsoreportedICTbenefits
as increasedcompetitiveness and improvedperformance.Mehrtens et al. (2001) identified three
ICTSMEdriversasperceivedbenefits(PoonandSwatman,1999a)organizationalreadinessand
externalpressures(IbbotsonandFahey,2004)TheabilityoftheSMEowner/managertorecognize
andunderstandbenefitsandrelevanceofICTutilizationalso,however,representsanobviousdriver
towards usage and increased uptake (Bharati and Chaudhury, 2006) within this, owner/manager
attitudeswereacriticalvariableindecidingthecompetitivepositionoftheenterprise.Fillisand
Wagner(2005)concluded,forexample,thatsomeSMEswereonlypreparedtogrowtoacertain
size,duetolifestyleinfluencesandconsequentlytheICTadoptionratevaried.Lifestylebusiness
identifiedthattheymightadoptaparticularlevelofICTattainment,butwouldnotactivelypursue
growthasabusinessobjective(ChibelushiandCostello,2009).Moreover,theynotedthecomplex
variablesandrelationshipswithinSMEsmeantthatinvestmentdecisions,suchasICT,werenotmade
inisolation.HodsonandWhitelock(2003),forexample,differentiatedbetweenSMEsthatoperated
aslifestylebusinessesandentrepreneurialventureswhichactivelypursuedgrowth.

ItisstatedinCashman,etal(2004)thate-commercefacilitatesSMEstocompetewithlarge
organizationandoperateglobally.Globalizationof tourism is adriver for e-commerceadoption
(Gunawardana,2000).AdoptionofE-Commercetoolsenablescustomerstomoreeasilycommunicate
toothersinvolvedinthetourismindustry(Gunawardana,2003).AsstatedbyCloeteetal.in2002
E-CommercecandeliverthetoolstoprovidecosteffectivewaysforSMEstomarketthem,launch
newproducts,improvecommunications,gatherinformation,andidentifypotentialbusinesspartners.
Research findings of Lawrence (1997) conclude that e-commerce adoption leads to tremendous
improvement inmarketingandtheability toreachnewcustomers.Hefurtherstated that trading
partnerssuchassupplierswhohaveadoptede-commerceforceSMEstoadopte-commerceasit
providescostsavinginhugemarginsinlongterm.Thesecostsavingsarenotonlythroughexternal
communicationprocessesbutalsothroughinternalcommunicationprocesses.Externalcommunication
isenhancedthroughEDI,onlinesales,whereasinternalcommunicationisenhancedthroughtheuse
ofinternetratherthantraditionaltelecommunication

AccordingtoCalvinB.Lee(2002)highercustomerservicelevelsleadtogreaterrevenueand
net income. The above stated research finding elaborates the extent to which customer service
canleadtothecompanydevelopment.Ineverybusiness,thecustomerserviceisveryimportant.
Withoutthehelpofcustomerserviceprofit-orientedbusinessescannotacquireleadingpositionsas
theultimateobjectiveofanybusinesswouldbetosatisfyuserrequirementsinordertoearnprofits.
ForaninternalResearch&Developmentdepartmenttooperatesuccessfully,customerserviceisan
importantelementasitprovidesthenecessaryfeedbackrequiredfromthecustomertogeneratea
usefulproductorservice.Whenthecustomerserviceisinelectronicformthedifferenceisthatthe
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feedbackprovidedisfaster.AccordingtoEstepandCastleberry(1999,p.13)oneprimarybenefitof
e-commerceisthepotentialforanimprovedrelationshipwithcustomers.

2.1. Factors Influencing Firms’ E-Commerce Adoption
PaynterandLim(2001)intheirresearchfindingstatesthate-commercetechnologywhichplaysa
majorroleinsellingoftheirproductsthroughinternetissignificantlyincreasingthegrowthofthe
company.TheyalsopredictthatgrowingnumberofInternetusers,whoaremainlybuyersprovide
theopportunityfortheorganizationtoexpandthemarketplacebydeployingacosteffectiveand
efficientsolution.Withrelevancetoaboveargumentsthefollowinghypothesiswouldbedeveloped.

2.2. H1: Relationship Between Adoption of IT and Adoption of E -Commerce
Basedonananalysiscarriedonanumberofresearches,itcanbegenerallystatedthatsuccessful
E-CommerceadoptionbySMEsinvolvestheactiveparticipationoftheCEOortheownerofthe
companyintheirinvestmentinIT.AccordingtoCloete,Courtney,andFintz(2002)itisstatedthat
eventhoughtheCEOorowneridentifiesthepotentialofe-commerceusageintheircompany,but
duetotheirlackofunderstandingintechnologytheywillbereluctanttoadopte-commerce.With
relevancetoaboveargumentsthefollowinghypothesiswouldbedeveloped.

2.3. H2: Relationship Between Management 
Involvement and Adoption of E-Commerce
AccordingtoMukti(2000)haspointedoutthatoneofthemainbarriersinadoptingE-Commerce
istheLegalissueswhichsurroundthem.WhenE-Commercemodeofcommunicationisused,legal
issuesareofspecial importance;even though thecommunicationoriginates throughacomputer
therearenophysicallydocumentstomakeabusinessdeallegallybinding.Withrelevancetoabove
argumentsthefollowinghypothesiswouldbedeveloped.

2.4. H3: Relationship Between Legal Requirement and Adoption of E-Commerce
AdoptionofITwillenhancetheinternalefficiencyoftheorganizationbyutilizingtheInternetfor
IOS(Inter-OrganizationalSystems).TheKoreanMinistryofCommercepointedoutthattheadoption
ofE-Commercewillhelptheorganization;therebyitwillbuildefficientandeffectiverelationships
betweenthecustomersandsupplierswithinthecompany.

Customerserviceisanimportantelementasitprovidesthenecessaryfeedbackrequiredfrom
thecustomertogenerateausefulproductorservice.Whenthecustomerserviceisinelectronicform
thedifferenceisthatthefeedbackprovidedisfaster.Withrelevancetoaboveargumentsthefollowing
hypothesiswouldbedeveloped.

2.5. H4: Relationship Between Adoption of IT and Customer Service
Thecustomersatisfactionisoneofthemainprioritiesofthemanagement;EstepandCastleberry(1999,
p.13)statesthatoneprimarybenefitofE-Commerceisthepotentialforanimprovedrelationship
withcustomers.TodaymostofthecustomersareinvolvedintheE-ShoppingorE-business.The
managementinvolvementinprovidingthebestserviceaccordingtothecustomersexpectationsis
oneofthetopprioritiesofthemanagementteam.ThisinvolveseffectiveadoptionofE-Commerce
intheirSMEs.

2.6. H5: Relationship Between Management Involvement and Customer Service
With relevance to findingsofEstepandCastleberry (1999)aprimarybenefitofe-commerce is
potentialforimprovedcustomerrelationship.SinceGunawardana(2000)expressinhisfindingsthat
countrytocountrye-commercelegalconditionsaredifferent.Thee-commercelawinSriLankais
currentlyweakanditseffectivenessinthebusinesshasnotreachedtothecompaniesandconsumers.
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Basically,therearenoawarenessaboutit,whichhasledtolesstrustamongthepartiesinvolvedin
thee-commercetransaction.Therefore,legalrequirementwouldbeimportantovercustomerservice.
Withrelevancetoaboveargumentsthefollowinghypothesiswouldbedeveloped.

2.7. H6: Relationship Between Legal Requirement and Customer Service
According to Chan and Al-Hawamdeh (2002), e-commerce totally depends on the digital
communicationandIT.WhenconsideringE-MarketingthisisaveryimportantfeatureofE-Commerce.
Gunawardana(2000)statedthatonealsocouldconcludethatmarketingaproductorservicethrough
internetiseasierthananyotherway.E-marketingisthevastcost-effectiveway.Theseargumentson
adoptionofITandE-Marketingwouldfacilitatethebelowdevelopedhypothesis.

2.8. H7: Relationship Between Adoption of IT and E-Marketing
FindingsonOsmonbekov(2003)statedCEOorManageraretakingkeyroletoadoptionofITin
SMEs.StandingandStockdale(2003)pointsouttheatE-Marketingisthecost-effectivemarketing
strategyanditprovidesanopportunitytoSMEsbyprovidingavenuestocompetewithlargerfirmsby
makingmarketing,communicationandinformationresourcesavailableforcomparativelylowfinancial
cost.EstablishinganeffectiveE-Marketingpracticeinvolvesagreatermanagementinvolvementby
providingthebestITfortheirSMEs.Theseargumentswouldfacilitatethebelowdevelopedhypothesis.

2.9. H8: Relationship Between Management Involvement and E-Marketing
Adoption of E-Commerce is mainly for few main purposes, of which to market the company
themselvesbyprovidingcompanyinformationandtomarkettheproductsandservicesofferedby
thecompanies.Sincethecompanyisadvertisingintheinternetandsellingitsproductwithoutany
physicaldocuments,thelegalrequirementsplaysamajorpartduringtheadoption.Thesearguments
wouldfacilitatethebelowdevelopedhypothesis.

2.10. H9: Relationship Between Legal Requirement and E-Marketing
TherelationshipwiththesupplierisalsoextendedbyadoptionofE-Commerce.Anotherresearch
findingofStricker(2003)statesthatcostofdeliverymaybesavedduetoE-CommerceadoptionThe
communicationandaccessofbusinessdealsbetweenthetwopartiesthroughthemostcosteffective
E-Commerceoperationsturnstherelationshipwiththesupplierwell-organized.Thesearguments
wouldfacilitatethebelowdevelopedhypothesis.

2.11. H10: Relationship Between Adoption of IT and Supplier Service
According to Estep and Castleberry (1999) they point out that one of the primary benefits of
e-commerceisthatitimprovesthepotentialforanimprovedRelationshipwithsuppliersandthe
management.Theadoptionofe-commercewillfacilitateboththepartiesbygivingup-to-datedetail
ofeverytransaction,wherethebusinessdealswithboththepartieswillbemorecost-effective.These
argumentswouldfacilitatethebelowdevelopedhypothesis.

2.12. H11: Relationship Between Management Involvement and Supplier Service
EstepandCastleberry(1999)intheirstudystatesthatoneoftheprimarybenefitsofthee-commerce
isthatitimprovestherelationshipwithsuppliersandthemanagementstronger,thelegalrequirements
playamajorrolebetweenthesetwopartiessincetherearenophysicaldocumentsasevidenceofthe
Transactionsheldbetweenthetwoparties.Theseargumentswouldfacilitatethebelowdeveloped
hypothesis.
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2.13. H12: Relationship Between Legal Requirement and Supplier Service
TheincreaseofE-Commercetodayhasalsobuiltagreaterdemandfore-currency.Ithasopenedup
anopportunitytoSMEsglobalnetworkbyallowingpaymentsworldwide.E-paymentmethodsare
essentialinE-Commercetoattainthespeedofprocessingpaymentsandforaccuracyoftransaction
information(Singh,2002,p.443).Also,theelectronicpaymentsystemprovidesopportunitiesfornew
globalandnationaltradingrelationships(Paynter,Lim,2001,p.3).Thiscreatesahighimportance
ofE-PaymentinE-Commerce.Thisargumentswouldfacilitatethebelowdevelopedhypothesis.

2.14. H13: Relationship Between Adoption of IT and E-Payment
AccordingtoSingh(2002),E-paymentsystemhasinducedcustomerstopurchaseonlineattheir
convenience.ThemanagementinvolvementisnecessarysincetodayE-paymentisconsideredtobe
thefastestmodeoftransaction.Paynter&Lim(2001)statese-paymentsystemprovidesopportunities
fornewnational&internationaltradingrelationships,thesesortsofopportunitiesareoutforgrab
whenSMEsarenotadoptingthee-commerce.

2.15. H14: Relationship Between Management Involvement and E-Payment
AccordingtotheresearchcarriedoutbySilveira,2003itisstatedthatcurrentlyinSriLanka,there
iscultureofcashpayments.Thedifferentmodesofcarryingoute-paymentarefore.g.:creditcards,
e-money,etc.AccordingtoSingh(2002)generallyitisacceptednormthatcreditcardsarethemost
preferredmethodofmakingpaymentsinthecurrentbusinessenvironment.However,itisstatedthat
ithastobereliableandsecurepaymentsystems(Brendan&Hussain,2001).AccordingtoSingh
(2002,p.443)Paymentinformationviae-mailsorautomatedresponsesaregreatlyappreciatedby
Customersthelegalrequirementsshouldbeclearlydefinedaswhenthecustomerorthesupplier
involvesinthetransactionprocess,sinceitisstillconsideredasaninsecuremethodofpayments.
Theseargumentswouldfacilitatethebelowdevelopedhypothesis.

2.16. H15: Relationship Between Legal Requirement and E-Payment Methodology
Thesectionprovides informationoncollectionofdata,datagatheringprocedure,dimensionsof
variables,researchinstrument,dataanalysisandguidetoadoptionofE-Commerceactivitylevel.
Datawerecollectedfromtwenty-onecompaniesthroughinterviews.Thepopulationoftheresearch
willbeallsmallandmediumenterprisesregisteredwithBOIinSriLanka.However,duetobudget
andtimeconstraints,thesampleoftheresearchwasobtainedonlyintheColomboMetropolitanarea.
ThetotalpopulationoftheBoardofInvestmentregisteredSMEsare30.

In this research non-probability sampling technique was carried out. In that, particularly
conveniencesamplingmethodisusedbecauseoftimeandbudgetconstraints.Asurveyquestionnaire
wasdevelopedanddatawasgatheredthroughpersonalinterviews.Thetable1showsthetotalsample
size,enterpriseontheoperation,responsereceivedfromtheenterpriseandresponserate.

For the researchpurpose after collecting the10data set questionnaire fromcompanies, the
reliabilitytestcarriedout.TheConbach’sAlphais0.8955.Therefore,questionnaireisreliable.

Thequestionnairewasthemainelementforthisresearch.Ithasdividedintothreesections.Section
Iisdividedintosubsectiononthebasisofvariables.Thisistomakeiteasytofillthequestionnaire.
Subsectionsarethevariablestocollectinformationrelatedtothee-commerceadoption.Thereare50
statements,whicharecategorizedintoCustomerService,SupplierService,Managementinvolvement,

Table 1. Survey response rate

Total sample size Enterprise on Operation Response received Response rate

SMESurvey 36 30 21 70%
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adoptionofIT,e-marketing,legalrequirement,ande-payment.Everyitemrequiredtherespondents
tochooseoneansweroutoffivealternatives.ThescaleusediscalledtheLikertscale,wherethefive
alternativesarestronglydisagree,disagree,moderate,agree,stronglyagreerespectively.SectionIIis
designedtocollectinformationrelatedtothebenefitsreceivedfromusingE-Commerceapplications.
Thereare14itemswhere therespondentschooseoneanswerfromeachitemwhichisofLikert
scaletype.SectionIIIisdesignedtocollectinformationrelatedtothecompanyprofile.Thereare16
questionswheretherespondentsarerequiredtotickoneanswerorfillintheblank.

3. DATA ANALySIS

AlldatafromtherespondentsarecodedandenteredintothedatasheetoftheSPSSprogramfor
statisticalanalysis.Toevaluatetheentirevariable,eachvariablehassetofLikertscalequestions.On
that,gotthemeanofeachsetofvariablesandconvertthattoratiotypedata.Thefollowinganalysis
andtestsarecarriedout:

1. Thefirstpartoftheanalysisconsistvarioustabulationofdata,wherefrequencyandpercentage
willbedisplayed.

2. Inthesecondpartoftheanalysis,SimpleLinearRegressionanalysiswillbecarriedouttoidentify
therelationshipbetweentheadoptionofE-Commerceandthefirm-basedcharacteristics.

FromTable2,itcanbeseenthatamongtherespondents,thosefromthemanufacturingsector
constitutethehighestpercentageat57.1%.ThatismorethanhalfofpopulationintheSMEindustry.
ContinuewiththisfollowedbytheITsector.ThisiscurrentgrowingsectorinSriLanka.Thefigures
reflectthecurrenttrendthatITisbecomingamajorsectorintheeconomy.Oneofthereasonscould
bethatmanycompaniesnowventureintoITrelatedbusinessbecausethegovernmentisproviding
allkindsofincentivestopromoteITtotransformtheeconomyintoknowledgeeconomy.Another
obviousreasonistheglobaltrendofInformationrevolutionwhereInternetisbecomingapartof
everybodyliveandITisbecomingthebasicenablerofeverybusiness,thedemandforITrelated
productsisincreasing,naturallymoreandmorecompaniesareinvestingintheITsector.

3.1. Company ownership
From Table 3, Private Limited Company is the highest form of company ownership among the
respondents,whichconstitute76.2%.Thesecondhighest respondents rated thePartnership.The
lowestarepublicLimitedCompanyandOthers,whichconstituteonly4.8%eachcategoryamong
therespondents.

Table 2. Sector

Industry Frequency Percentage

Finance 1 4.8%

InformationTechnology 4 19.0

Manufacturing 12 57.1

Education 1 4.8

others 3 14.3

Total 21 100.0
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3.2. Number of Employees
FromTable4,itcanbeseenthatamongtherespondents,mostofthemhave50-250employees,
whileonly23.8%havemorethan10-50employees.ItshowsthatmostsmallandmediumEnterprise
hasmoreemployeesastheextentofoperation.

3.3. Connection of Internet Service
Table 5 shows the 52.4% respondents have using Dial-up Connection for the internet usage in
companies.Withthat33.3%respondentsareusingdataservice(leasedline)and28.6%respondents
areusingADSL.ThelowestconnectionusagesareIP-VPNandISDN.Ifweconsiderallthesefacts,
alltheseSMEsarewellknowntheInternetadvantagesanditsbenefits.Thatiswhyatleastinthe
companieshasminimumdial-upconnection

3.4. E-Commerce Activities Usage by SME s
AsperTable6,itcanbeconcludedthatmostfrequentlyusedE-CommerceactivitiesinSMEsare
e-mail,internetandwebsiteactivities.Thepercentagesarerespectively95.2%,90.5%and71.4%.It
canbegeneralizedthattheusageofe-commerceinrelationtothesethreeactivitiesareabove70%.
ThesearethemostcommonlyusedactivitiesinSMEs.Theleasedusede-commerceactivitiesin
SMEsarethefollowing:EDI(electronicdatainterchange)28.6%,makingpurchaseonline23.8%,
onlinepayment14.3%,CRM(customerrelationshipmanagement)14.3%,e-customerservice14.3%
andvideoconferencing9.5%.

4. HyPoTHESES TESTING

Prior toconducting thestatisticalanalyses, the threemajorassumptionsofamultipleregression
analysis,namely,normality, linearityandhomogeneityofvariancewereexaminedandfoundno
majorviolations.Consistentwiththewell-establishedprocedureincreatinginteractionterms(Aiken
andWest,1991),thevariableswerefirstmean-centeredbeforecreatingtheinteractionterm.Along
with mean-centering, the variance inflation factor (VIF) and tolerance levels were also checked

Table 3. Ownership

Company Frequency Percent

partnership 3 14.2%

Privatelimitedcompany 16 76.2%

Publiclimitedcompany 1 4.8%

others 1 4.8

Table 4. Employees

No. of employees Frequency Percent

Lessthan10 2 9.6%

10-50 5 23.8%

50-250 7 33.3%

250andmore 4 19.0

Dataunavailable 3 14.3



International Journal of Sociotechnology and Knowledge Development
Volume 10 • Issue 2 • April-June 2018

62

forthepresenceofmulticollinearity.Accordingly,itwasfoundthatalltolerancevalueswerewell
below0.1,whichisconsideredastherule-of-thumbcut-offpoint(Hairetal.,2006).Table7below
showstheresultsofsimplelinerregressionanalysis.Firsthypothesisproposedasignificant,positive
relationshipbetweenadoptionofITandadaptionofe-commerce.Tofurthertestthefirsthypothesis
(H1),aone-wayanalysisofvariance(ANOVA)wasconductedinordertoseewhetherthereisa
statisticallysignificant.Hypotheses1,2,8.10and11werestatisticallysignificantandprovedthatthere
isrelationshipamongthetwovariables.Otherremainingvariablesprovedthat,thereisnorelationship.

5. CoNCLUSIoN AND IMPLICATIoN

ThemainissueaddressedinthisstudywaswhySMEsarereluctantorarenotpromptedtoadopt
e-commercetodevelopofdaytodaybusiness.Themostfrequentlyusede-commerceactivitiesare
theinternet,emailandwebsites.Theleastusedactivitiesareelectronicdatainterchange,making
purchasesonline,onlinepayment,customerrelationshipmanagement,e-customerserviceandvideo
conferencing.Overall,whatwasfoundthattheSMEsuseonlythebasicorlow-levele-commerce
activitiestocarryoutdaytodayoperations.

Thenextfindingistoidentifytherelationshipbetweenfirm-basedcharacteristicsandadoption
ofe-commerceinSME.UnderthisfirstoneisadoptionofIThasarelationshipwiththeadoptionof
E-Commerce.ThereisevidencethatthelevelofadoptionofE-Commerceisinfluencedbytheadoption
ofIT.Itwasfoundthatthereisa25.5%impactofadoptionofITontheadoptionofe-commerce.It

Table 5. Connection types

Connection Usage Non-Usage Usage % Non-Usage %

DataService 7 14 33.3% 66.7%

IP-VPN 1 20 4,8% 95.2%

ADSL 6 15 28.6% 71.4%

IDC 0 21 0.0% 100.0%

ISDN 1 20 4.8% 95.2%

Dial-Up 11 10 52.4% 47.6%

Table 6. E-commerce activity usage

Activity Usage Non-usage Usage in % Non-usage in %

E-mail 20 1 95.2% 4.8%

Internet 19 2 90.5% 9.5%

Website 15 6 71.4% 28.6%

Onlinepayment 3 18 14.3% 85.7%

Purchaseonline 5 16 23.8% 76.2%

E-customerservice 3 18 14.3% 85.7%

VideoConferencing 2 19 9.5% 90.5%

CRM 3 18 14.3% 85.7%

EDI 6 15 28.6% 71.4%

others 1 20 4.8% 95.2%
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isalsoclearthattheadoptionofITisvitalforsuccessfulimplementationofe-commerceactivities.
Companieswhohavelessaccesstoadvanceinformationtelecommunicationinfrastructureandlack
oftechnologicalexpertisearelikelytohavelowlevelofadoptionofe-commerceandlowlevelof
e-commerceactivities.Thisissupportedbythefactthatthereisanimpactof25.5%ofadoptionof
ITonadoptionofE-CommerceinSriLanka.Onthecontrary,companieswhohavebetteraccessto
InformationTelecommunicationinfrastructurethatsupporte-commerceandhavebetterknowledge
intechnologyarelikelytohavehigherpercentageofe-commerceadoptionandhighere-commerce
activities.ThisisnotseenintheSriLankancontextwhereadoptionofITismostlyconfinedtoday
todaybusinessactivitiesthatdonotinvolvehighusageofe-commerce.Thisisfurthersupported
bytheearlierfindingthate-commerceactivitiesaremainlyconcentratedone-mail, internetand
websitesinSriLanka.

Thesecondoneismanagementinvolvementhasarelationshipwiththeadoptionofe-commerce.
Thereisevidencethatthelevelofadoptionofe-commerceisinfluencedbymanagementinvolvement.
Thefindingwasthatthereis21.2%impactofmanagementinvolvementinfluencingtheadoption
ofe-commerce.Thiscouldbeexplainedfromthemanagementaspect.ThelackofITknowledge
amongsttopmanagementwasseenasanobstacletoadopte-commerceanddenotesthecommitment
showntowardstheadoptionofe-commerce.Themajorityoftherespondentsalsobelievethattop
managementcommitment is important for theadoptionofe-commerce.However, the lackof IT
knowledgeatthetopmanagementlevelinusingthetechnologyorliteracyofIThashamperedthe
adoptionofe-commerceactivities.Thethirdoneistofindoutthecriticalsuccessfactorsofadoption
ofe-commerce,forSMEsinSriLanka.Thesignificanceofcriticalsuccessfactorsofe-commerce
andfirm-basedcharacteristicsarestudied.Thefactorswhichhadsignificanceimpactonadoption
e-commercearegivenbelow:

Table 7. Adoption of IT on adoption of E-Commerce

Hypotheses R2 Sig F

H1-AdoptionofITonadoptionofE-Commerce 0.255 0.010*

H2-Managementinvolvementonadoptionofe-commerce 0.212 0.023*

H3-LegalrequirementonadoptionofE-Commerce 0,0000 0.955

H4-AdoptionofIToncustomerservice 0,128 0.175

H5-Managementinvolvementoncustomerservice 0,242 0.051

H6-Legalrequirementoncustomerservice 0,105 0.225

H7-AdoptionofITonE-Marketing 0,221 0.074

H8-ManagementinvolvementonE-Marketing 0,295 0.033*

H9-LegalrequirementonE-marketing 0,002 0.868

H10-AdoptionofITonSupplierservice 0,137 0.023*

H11-Managementinvolvementonsupplierservice 0,233 0.001*

H12-Legalrequirementonsupplierservice 0,021 0.423

H13-AdoptionofITone-payment 0,003 0.836

H14-Managementinvolvementone-payment 0,001 0.901

H15-Managementinvolvementone-payment 0,001 0.901

H1-Legalrequirementone-payment 0,001 0.935

*Significant at 95% confidence level
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1. E-MarketingandManagementInvolvement

There is evidence thatmanagement involvementhas an effect on e-marketing.The analysis
showsthatmanagementinvolvementhas29.95%impactone-marketingwhichisacriticalsuccess
factorofe-commerce.Thecurrentbusinessenvironmentissuchthatinordertobecompetitive,fast
communicationandglobalconnectivity isan importantfactor.E-Marketingenablesmanagers to
identifynichemarkets.Thishasbeenproved;sincedatacollectedshowsthatmostcompaniesagree
thate-marketingimmenselyassiststheminidentifyingnichemarkets.Likewise,companieshave
agreedthatadvantagesderivedthroughE-Marketingsuchascostminimization,self-marketingand
launchingproducts;encouragemanagerstoincreasetheirinvolvementwithe-marketing.Theseare
thereasonastowhythereissignificancebetweenmanagementinvolvementande-marketing.

2. SupplierserviceandAdoptionofIT

ThereisevidencethatsupplierservicedeterminestheadoptionofIT.Theanalysisshowsthat
supplierservicehas13.7%impactsonadoptionofIT.Itisalwaysbestforacompanytofindthe
bestfitsupplier,sinceoutputandtimelycustomerdeliverydependsonthequalityandreliabilityof
thesupplier.ByadoptingIT,thecompanyintroducesnewmethodsofrunningabusiness.Theuse
ofcomputersandtheinternetopensuptheopportunitiesoffindingrelevant,reliableandquality
suppliers.Inordertobeabletofindkeysuppliersandbeintouchwiththem,mostcompaniesagreed
onthefactthatITneedstobeadopted.

3. SupplierserviceandManagementInvolvement

There is evidence that supplier service determines management involvement. The analysis
showsthatsupplierrelationservicehas23.3%impactonmanagementinvolvement.Hereagainthe
managementemphasizesontheneedtohavereliable,relevantandqualitysuppliers.Therefore,the
benefitsderivedthroughsupplierservice,whichreliesonIT,willdefinitelyincreasethemanagement
involvementinthisregard.

TheTopexecutivesandthetopmanagementinthetargetSMEcompaniespointedoutthatthe
adoptionreducesthecostandatthesametimeitalsoincreasestheefficiencyindealingwithsuppliers.
Thesewereseenasthetwoprimarybenefitsinadoptinge-commerceintheircompanies.Theyalso
identifiedthatitalsoincreasestheirservicetothecustomerandalsoincreasestherelationshipwith
thecustomer,anditgoestothelevelofmakingthecustomerloyaltowardsthecompany.Theother
mainbenefitsshouldalsobenotedsincetherespondentsshowedaveryfavorableresponsetothem.
ThebenefitsshowninthemoderatelevelshouldalsobenoticedandSMEcompaniesshouldtake
theadvantageingainingbyadoptingE-Commerceinthebeststrategicway.
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