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Preface

Thisbook ideaoriginated after talking with my academic colleaguesaround
theworld, who | met at numerous|S conferences. Thereareanumber of aca-
demicswho areinterested intheroleof cultureand itsinfluence oninformation
systemsintheareasof development, use, adoption and diffusion. The published
work of theseresearchersisscatted in various publications such as conferences
andjournals. Theideaof thisbook wasto try to collect research in the area of
cultureand information systems, especialy in e-commerce, asastarting point for
other researcherswho want to pursue or gain abetter understanding in thistopic.
Thisbook bringstogether 12 chaptersabout variousaspectsof culturevaluesand
e-commerceintheareaof policy management, web interfaces, e-learning, con-
sumer behaviour and technology diffusion.

Thefirst section of thisbook isfocused on Information Technology and E-
Commerce policy. Thereare 4 chaptersin thissection. In Chapter 1, Corbitt
establishestherel ationship between globalisation, culture and e-businessinthe
world economic environment. Thechapter d soinvestigateswhat globalisation
meansin different countriesand in different cultures. E-businesscannot beviewed
asanisolated entity. Theroleof cultureinfluencesmanageria styles, humaninter-
action. Attitudestoward e-businessareimbued with cultura practicethat chal-
lenge any senseof uniformity or heterogeneity intheworld of e-business.

In Chapter 2, Chieochan, Lindley and Dunninvestigatethefactorsinfluenc-
ing e-commerce adoptionin Tha Agricultural Cooperatives. Theroleof the
cooperative’'smangerswereinvestigated and the authorsfound that the manage-
rial roleisimportant astheir subordinates perceive them asknowledgeable and
leadersin turning e-commercetechnologiesinto success. Thevalue of respect
wasinvestigated to support their argument of therole of themanager asaleader.
Again, thisstudy also showstherole of government leadershipin providing clear
policy and incentives about the adoption of information technology in Thailand.
Other factors such asthe manager’ sknowledge of IT, information intensity, the
competitive environment and the social and cultural context of Thal society are
also exploredinthischapter.
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In Chapter 3, Kong investigatestheinhibitorsto e-commerce adoptionin
Singaporean SMES. He suggeststhat direction by and incentivesgiven by the
Singaporean government areimportant as SMEsin Singapore prefer clear direc-
tion and government assi stancein their adoption of e-commerce.

Chapter 4 isafascinating chapter where Kabaimu, Corbitt and Thanasankit
investigatetheinfluence of colonialism and itsinfluenceinthe Tanzaniagovern-
ment, especialy inI T implementation. Thechapter isconcerned with how Tanza
niahasbeen socially and economically affectsby post-colonialism at the policy
level and describeshow Tanzaniansarereinventing themselvesin the post colo-
nialism period. Theargument essentialy isthat progressisretarded somewhat by
theinfluence of post-colonid practices.

The second section of the book focuseson therole of organisational culture
and national cultureand their influencesin e-commerceprojects. Inthefirst chap-
ter of this section, Chapter 5, Pan and Flynn investigate e-commerce project
abandonment by applying the post-mortem analysis. Thischapter arguesthat
knowledge can be gained by understanding project abandonment. One of the
new pieces of knowledge learned from this chapter concerns the conflict of
organisationa culturesbetween the Japanese and Singaporeans. Thecultural con-
flictsarea so caused by thedifferencesin nationd culturelevelsbetween thetwo
countries.

In Chapter 6, Sarkar and Cybul ski investigate the organisational conflictin
the devel opment of web-enabled information systems. They investigatethe cul-
tural conflicts between different stakehol dersduring application devel opments.
Stakehol dersor organisations members parti cipating in acommon business pro-
cessarevariedintheir computer competency, businessknowledge, languageand
culture. Thesedifferencesthen may cause conflict between them and thenimpact
on the devel opment of web-enabled information system applications.

Thelast chapter of thissection, Chapter 7, introduces the importance of
stakeholdersin the e-commercerel ationship and comparesaspecific framework
in both Singapore and Australia. The study contributesto existing literaturein
Electronic Commerce by identifying and emphasizing stakehol der relationshipsin
Electronic Commerce, and how they can be used to differentiate B-to-C and B-
to-B Electronic Commercetypes. Clear understanding of the distinction of the
two typesof Electronic Commercemay assist organizationsto formulatethe ap-
propriate bus ness strategieswhen venturing into the dot com territory. In addi-
tion, thisstudy allows strategiesfor integrating both types of Electronic Com-
merce(e.g. aretailer whichintegratesitsvirtua storefront with itsbackend Enter-
prise Resource Planning (ERP) system) to be devel oped. Electronic Commerce
reducesface-to-faceinteraction between stakehol ders, hence Electronic Com-



merce organizationswill need to pay additional attention to stakeholder relation-
shipissuesin order to satisfy trading partnersand customers better.

Thethird section focuseson B2C model sand culturein e-commerce. Inthe
first chapter of thissection (Chapter 8), Peszynski explorestherole of M&ori
cultureand itsinfluenceson M &ori shopping behaviour onthelnternet, especialy
theroleof trust. Méori arrivedin New Zeaand from the Pacific approximately a
thousand years ago and now they have become anintegrated partin New Zedland
society. Méori tend to trust their immediate family members (whanau) and tribal
elders(iwi), especialy for recommendations about productsand services. This
alsoincludesonline shopping and the trustworthiness of websites. Theva uesof
whanau and iwi are part of the M&ori collective society, which then influences
their society.

In Chapter 9, Intrapairot and Srivihok investigate the use of e-commercein
Tha SMEs, especidly inthetourismindustry. They found that lack of technology
knowledge and infrastructure prevents Thai SM Esfrom the adoption of e-com-
merce. Thegovernment directionsand incentivesarea so important factorsfor
SMEsadoption of e-commerce. Online payment systemsarealso afactor as
many Thaisdo not trust online paymentsas Thai society isstill based on cashand
face-to-face negotiation. Therefore, many web sitesfor e-tourism aremainly
brochuresrather than theincorporation of online payment and booking.

Chapter 10 continuesthistheme. Ekasdornkorn, Corbitt and Phalavonk,
explorean dternative option for online paymentsonthelnternetin the Thai con-
text. Thelack of trust about Internet security and the nature of Thai shoppers
habits have been two mgjor factorsinthelow up takein onlineshoppingin Thai
web sites. They proposeamicropayment method asan alternative payment sys-
tem asthat method can be used on the I nternet with high security and, most im-
portantly, in kegping anonymity of customerswho want to kegp their identity anony-
mous.

Thefourth sectionin thisbook investigatesthefactorsthat influencethe ac-
ceptanceof e-learningin Tha universities. Theadoption of e-learningin Thailand
isdill inavery early stage. Thisstudy (Chapter 11) isavery useful study ingaining
anunderstanding of thefactorsthat influencethed ow uptakeof e-learningin Thai
universities. Tetiwat and Huff found that Thai cultureand valueshave significant
influenceson the adoption of e-learning. A clear guidancefrom thetop executive
of theuniverstiesand Ministry of University Affairsareimportant, asThai univer-
sitiesrequire clear direction and incentivesfrom thegovernment. Thelearning
styleof Thai university studentsalso contributesto thedow up takeof e-learning
asTha studentshavelessof asenseof participation asan attitudetowardslearn-
ing. Face-to-faceinteraction between academicsisthe preferred method of learning
and teaching rather than virtua interaction.



Inthelast section of thebook, thefina chapter (Chapter 12) investigatesthe
useand design of Chinesee-commerce. Hsu suggeststhat e-commerceweb Sites
that want to tap into Chinese lucrative market must be ableto handle Chinese
languages, asMandarinistheofficial languagefor People Republic of Chinaand
Cantonesein Hong Kong. Theauthor aso exploresthe differences of western
(America) and eastern (China) culturesintheareaof collectivism, religion, colours,
symbolsand how these el ementsinfluence the design of e-commerceweb sites.

Thisbook isthefirst to collaborate and collect high standard scholarly work
inthe areaof e-commerce and theinfluence of indigenous culturesand values.
Thebook challengesthe acceptance and interpretation of e-commercein differ-
ent societies. To be ableto conduct more effective and efficient businessand
trade, businessesmust utilisethe Internet more; businessesarerequired to under-
stand their trading partners, stakeholdersand customersattitudestoward e-com-
merce and understanding their culture and values. Thebook doesnot aimto an-
swer every question about culture and e-commerce but posesmore questionsfor
further researchinthisarea.

Theerasak Thanasankit
Monash University
September 2002
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Chapterl

Globalization, Culture
and
E-Business

Brian J. Corbitt
Deakin University, Australia

ABSTRACT

This chapter argues that globalisation, culture and e-business exist in
interesting ways that challenge accepted norms of interpretation about
business practice in the new century. There appears to be a paradox of
parallel business practice of defacto standards versus a culture of micro
management. Discourse has been constructed that accepts the parallel
existence and the co-existence of two layers operating within the business
world. The international layer of standards, albeit defacto, co-existing with
a layer of cultural difference supported by Guanxi and cultural values and
cultural practice. This chapter argues that the one doesn’t challenge the
other. Rather, the one compliments the other. They co-exist and create
economies of scale, deliver efficiency, deliver cost effectiveness, deliver
productivity savings, solve currency trade problems, solve logistics problems,
solve tracking problems, and deal with the imperfections in the market place.
The two levels, itis argued, encourage collaboration andfosternecessary co-
operation along the supply chain. The end result is a world of e-business that
benefits international business.

Copyright © 2003, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of Idea Group Inc. is prohibited.



2 Corbitt

INTRODUCTION

This chapteris concerned with the way globalization, culture and e-business
are interacting in the world economic environment to produce globalized trade and
expansion of e-business not only across nations, but between organizations and
across organizations internationally. This chapteris also concerned with the nature
of globalization and gaining anunderstanding of what globalizationmeans in various
cultures. It will produce an understanding of why globalization is important in
understanding e-business, how itimpacts on e-business and how it has supported
and promoted the changing nature of trade across the world.

This chapter will also address why understanding culture is important in the e-
businessrealm. Electronic business cannotbe isolated from the cultures in that it
works. While there is atendency towards a world view, or globalized view, of the
nature ofe-business, the managerial factors and human interaction within e-business
are imbued with cultural practices that challenge any sense of uniformity or
heterogeneity. We will also be concerned with how e-business development is
related to the expansion of globalization thinking and of the way that we are changing
our worldview asawhole.

The final section of this chapter will address the challenge of e-business
integrationand mix created by cultural differences. Only when we address cultural
issues and globalization will we fully understand the significance of e-business. The
integral nature of e-business has emerged as the world has embraced e-business
methodologies and the importance of e-business technology asameans to increase
efficiency withinan organization and to understand how to trade better and smarter
betweennations.

Ina 1999 paper, Corbitt emphasized that Singapore, Hong Kong and many
other parts of Southeast Asia, clearly see the importance of e-business as they begin
thetradingrelationships necessary tomove fromdeveloping countries toindustrialised
and developed nations. Singapore has a long history of being an entrepot,
positioned between old colonial powers and newly emerging tigers of Asia. As
Singapore has become a developed country, it now wants to utilize the new
methodologies of e-business to foster and strengthen its position as ahub for trade,
notonly inthetraditional entrepot sense, butalso as a focus fornew trade and new
business (Corbittand Thanasankit, 2002b).

WHY GLOBALIZATION?

Globalization is important because it is one of the fundamental drivers of
international trade in the 21% century (Castells, 2001). As new technologies
associated with transporthave emerged with larger ships, more efficientairplanes,

Copyright © 2003, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of Idea Group Inc. is prohibited.
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more services to shift product from one place of the world to another, a clearer
understanding of comparative advantage has developed where agricultural sur-
pluses are converted into consumer goods imported into a country. Labor is seen
asavaluable commodity that can be used to induce manufacturers of traditional
developed-country goods like luxury cars, chemicals, or clothing and textiles.
Thereis asense of inducement to use thathuman capital to make those industries
attractive indeveloping countries. The establishment ofthe Honda factory and the
Mercedes-Benz factory in Thailand is as much to do with the use of the human
capital inthose countries to make those cars more efficientand more cost-effective.
The fundamental nature of globalization, one of those a German company, and one
ofthose aJapanese company is to see the benefits for their production process in
establishing themselves in an alternative environment. Itis part ofthe nature of
globalization. Japanese can invest in Thailand. The Thais can invest in other
countries. We see across the world cross-investment of production and cross-
investment of capital gained from agricultural surpluses in one country, invested in
other sorts of industries in another country.

Inaddition, globalization has awakened the world to the importance of notonly
information management, butalso knowledge management. New knowledge is
being created constantly, with increased and effective communication systems in the
globalized world. New knowledge passes very quickly from one phaseto another,
from one nation to another and from one organisation to another. There is an
increasing trend to see what can be produced as an agricultural surplus in one
country canbe traded very effectively and quickly with another. Communications
to establish that trade can be very effectively done through large integrated
organizations like the World Trade Organization or the United Nations.. In
addition, there is a sense that countries realize that they cannot be producers of all
goods, but concentrate on what they do bestand build up the resources to do those
things they need to do to change and to adapt.

On the island of Penang in Malaysia, there is the development of a “small
Silicon Valley” using imported knowledge through large U.S. and European
countries establishing IT facilities and manufacturing plants on Penang supported by
local human capital. Thisrepresentsthe fostering of other forms of globalized trade,
that the products that are accepted as standards across the world can now be
produced in any part ofthe world as ameans of developing and pushing forward
the nature oftrade.

The nature of the new Republic of Ireland in the decade of the 1990s was
associated with the use of Euro money to utilize the human capital and skill set of
Ireland, so Ireland could engage in the use of its own human capital and produce
surpluses. Inthis case, they were manufactured surpluses, made to trade with the

Copyright © 2003, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of Idea Group Inc. is prohibited.



4 Corbitt

worldinitsunique skill setand products, utilizing new investment emerging out of
anew economy.

Inasense, much ofthis hasbeen driven by politics. The late 20th century saw
the strong emergence of integrated collaboration, politically. Wenow havetrade
blocks, the strongest being the European Union, supplemented by in other places,
forexample, in Southeast Asia, the Asian Trade Organisation or the Free Trade
Agreement that exists between certain countries, for example, Singapore and
Malaysia, or the free trade agreement between Australiaand New Zealand. Each
oftheseisdriven by political agendas that see globalization as beneficial toacountry,
and that see politics as the framework - that supports private development of
globalized trade. Inmany instances, asin Malaysiaand Thailand, the Government
playsavery proactive role in promoting and developing trade in the globalized
world (Corbitt, 1999; Corbitt and Thanasankit, 2002b; Thanasankit and Corbitt,
1999; Thanasankitand Corbitt,2002). Itisapolitical imperative. It provides the
strength thatthose nations see as the means to move from countries dependentupon
agricultural surpluses to countries who can start to produce surpluses from
manufactured goods or service industries.

Governments see trade as a way of strengthening their position in the global
context. They see thisasaway of strengthening the nature of the country in thatthey
operate. They see this asa way of establishing their government and their nation
asapower inthe globalized economy (Corbitt and Thanasankit, 2002b).

Paradoxically, the politics of trade have emerged in another format. While
governments see e-business and globalized trade as a means of political and
economic development, growth and expansion, governments also want to protect
nativeindustry, natural resources within countries, and local manufacturers fromthe
impact of free trade agreements. The impact of the World Trade Organization
meetings about trying to increase the amount of free trade across the world has had
limited success, purely because there are political imperatives protecting local
initiatives. Thishasas muchtodowithpolitics asithas with the politics of one nation
versus another. Driving all of this is a sense that the adoption of information
technology methodologies and e-business will strengthen those countries thatare
early adopters. Thatis, forpolitical gain. Itisabout whatis being played out: who
isthe dominant trader, who is the dominant entrepot, who is the dominant surplus
producer and therefore, who is the dominant influence in a particular sub-economic
region of the globalized world.

The Internetis the global tool for the development of trade and e-business. The
Webisthetool thatenables the methodologies of e-business, whetheritis business-
to-business relationships with the management of supply chains or logistics
management to enable efficiencies to be focused in a particular node, so that
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economical and political strength can be gained from the trading process. Itis
through the stimuli of government that tools of e-business and the use of the Web
come together to create a global environment in that the centers of attention are
politicalnodes.

In 1960s Europe, the concept of growth poles was used as a means of
strengthening the trading position of various cities in Europe. The growth poles of
Paris, London, Frankfurt, Rotterdam, Amsterdam, and Copenhagen were cen-
tered onapolitical objective thatby strengthening the nature and infrastructure of
the city, that you could gain more and more strength in the bargaining process
associated withtrade. Inthe 21 century, e-business has replaced the growth poles
ofthe cities with the notion ofhubs atthe national level. Globalizationisnolonger
necessarily about cities alone; itis about nations and the way that they trade. Itis
enforced by aglobal imperative. Itisenforced by theneed to be aware ofthe impact
ofonenation’s economic woes or strengths as they influence other nations’ woes
andstrengths.

The dominant political process of the end of the 20th century was one of
disintegration. Formerly large accumulations of nations had begun to disintegrate,
forexample, the USSR, Yugoslavia. Whatis emergingis strong nationalismthatis
driving the strength of importance of e-business in its relationship with trade.

Withincreasinguse oflogistics, better transport systems, the immediacy ofthe
Internetasacommunication tool, the use of globalized information systems such as
global positioning technology, or the use of management technologies e-business is
becomingintegral inworld trade. The implementation ofknowledge management,
customer relationship management and the implementation of integrated software
systems suchas ERP systems, suggests that integration of the economic tools with
e-business technology will strengthen a nation as ahub. These ideas are being
fostered politically and invariably they have been driven by informationtechnology.
Those countries that want to develop faster, and quickly gain strength induce trade
into and out of countries thatare adopting e-business technologies and fostering e-
business technology through specific policy. Thisis being done simply to gaina
trade advantage thatmay come as aresultofadopting e-business. Butnationsalone
cannotcontrol this.

The meltdown inthe Asian economiesin 1997/98, continuing into 1999 and
2000, had as much to do with the impact of global factors as it did with internal
factors within each of the affected countries. The technology crash of2000 and
the demise of the ‘dot.coms’ in the United States were as much as about global
effects as they were about inefficient company organisation and companies that
were hollow interms of production ofany value.
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Global trends follow the world. No one factor determines whatis happening
inJapan as opposed to what is happening in the U.K., the U.S., Australia, New
Zealand, Thailand or Tanzania. Whathappens in one part of the world affects and
impacts other parts of the world because of interrelationships oftrade. Countries
atwarstill trade. Countries in political conflictstill trade. A change ofpolitical
system does not change the nature of trade. It may increase the propensity to trade
more, butthereality is that countries are seeking stability and one of the ways that
they can maintain that stability is to establish information technologies that foster
trade. This trade encourages interaction in terms of commodity exchange and
advances exchange beyond the impact of politics.

In2002, there has been an increasing trend to dismiss I'T workers. There has
beenanincrease in this trend in the collapse in companies such as Enron and world
‘dot.coms’ inthe United States. Very large companies have disintegrated. Partof
that disintegration has come aboutbecause ofalack ofunderstanding thatthe world
doesnotevolvearound large companies asitdid inthe latter part of the 20" century.
In Australia, the collapse and demise of HIH Insurance and OneTel Communica-
tions Company in2001, were indicative of the same problem of seeing themselves
inanisolated environment devoid of the necessity to see e-business as a focal -
strategy that can underpin the strength ofa particular company. Thatstrength comes
aboutbecauseinreality, the politics imbued within organizations and the politics
affecting the way economic structures run, are determined invariably by humans. E-
business technologies can remove or lessen the effects of thathuman interaction.

Thenew world of globalization and trade has in the sense, adopted the de facto
leadership of the World Wide Web. Globalization and telecommunications,
software and the World Wide Web are all now an integrated part of the nature of
business. Itisnolongerthe costassociated with buying technology. Technology
orinformationtechnology isnow aninvestment, an assetthatcompanies can value,
thataudit, and thatuseto strengthen their position both within the country inthat they
work orinthatthey operate internationally. Those companies thatare ableto trade
internationally throughthe use oftechnology, through instantaneous communication
via the Internet or mobile devices, are able to have comparative advantage that
strengthens their position relative to other countries in the trading process.
Efficiencies gained from e-business are notnecessarily those of cost reduction, but
essentially are gained from assets in terms of value added, in terms of new
knowledge supporting the strategic alignment and direction of intra-national
companies, international companies and nations themselves. Thatleads to the
second challenge: knowing that the world is operating ina global context, knowing
that globalizationis a fundamental part of what is going onin the world. How does
the world deal with the impact of culture?
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WHY CULTURE?

Cultureisanational differentiator ofthe world. Itchallenges globalization. The
work of Hofstede (1984, 1991), Trompenaars (1993), Thanasankit (2002),
Intranond etal. (2002) and others would clearly demonstrate that what is accepted
practice in one culture is anathema to practices in other cultures. In a sense,
globalization and culture could be seen as opposites. Globalization seeks to see
how nations and countries are interrelated. Culture isameans of describing how
different they are from each other. How does the notion of'anational culture sit
within the newly globalized world established from the 1990s to the present time?
Inasense, itrepresents the world of business. It presents the world of politics with
afundamental paradox.

Culture differentiates practices. Some countries are classified as being
individualistic. Others are social or collective. Insomenations, family collectivism
and groups play an importantrole; in others they play less ofarole. Inthe world
ofbusiness, the nature of the individual and the practice of individualism are being
challenged, whetheritis anindividualistic country oracollective country. The world
has movedto the practice of forming teams. Teams are important. Virtual teams,
face-to-face teams and hybrid teams are being formed internationally, globally,
across nations, intra-nationally and intra-organizationally to achieve software
implementation, software development or business process re-engineering, but the
paradox remains.

Culturedifferentiates the way informationis givenmeaning. Informationinone
country can be defined and redefined asitis socially constructed. Policy s socially
constructed; therefore, the policy that frames I'T policies across the world has been
analyzsed. They too can be differentiated (Corbittand Thanasankit,2002). Web
sites for e-businesses reflect their cultural differences (Corbitt and Thanasankit,
2002a; Kang and Corbitt, 2002; Kang and Corbitt,2002). So how do we deal with
the paradox? How does the world of e-business work when there is cultural
differentiation, where there is a cultural challenge to the notion that business
practices internationally are being seen as been more and more homogeneous?

Theanswer liesinabeliefthatthe world now socially and culturally is operating
attwo distinctlevels. Thereisthe level of the nation in that cultural practices and
values accepted nationally are being maintained. They framed what management
does. They framethe way thatbusinesses transact. They frame the way businesses
negotiate. They framethe way thate-business isadopted and managed. However,
atanother level, there is an acceptance that the world itselfis good for the nation.
Globalizationisthatotherlayer. Itrepresents another set of values, albeit uniform,
thatthey acceptand recontextualise within each nation to support existing national
values and business practice.
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Eachnation/business hasto acceptthatthe logistics of moving people fromone
pointto another, whetheritis Singapore Airlines, Thai International, MAS, PIA,
United Airlines, Japan Airlines, Qantas, Air New Zealand, British Airways,
Lufthansa or SAS, all operate in essentially the same way. They do the same
business. The micro-management processes, however, will be different. The way
that they perform operations within the cabin, the food, the style of seating, the
configuration ofthe aeroplane, atthe micro level are all different but the business
processes of an airline internationally are the same. Across the globalized world
there is a globalized culture that is simply an acceptance of a form of standard
process, whether it is an ERP system or a transport system or an e-business
methodology or customerrelationshipmethodology, and thatthenismanaged atthe
micro level by differences created by national cultures. Inthis sensethen, there are
two layers of process happening: the layer of globalization process and the layer of
cultural process. The two sitand work simultaneously; they drive and work offeach
other.

The adaptation of airline logistics transportation of goods across the world is
impacted onatthenational level by national values and culture. Butinternationally,
freightismoved around the world efficiently. Pallets, bins, barcoding systems have
almostbecome standard, butthey are influenced at micro level by cultural practice.
These donotimpede the globalization process thatis occurring. The world has
moved to aposition where the nature oftrade as occurring according to two levels
of standard. Thisstandardisaccepted globally and nationally. Interestingly, these
international or global standards are invariably underpinned with e-businessand IT,
e-business technologies and information technology.

Practices atthe national level are invariably underpinned by cultural values,
cultural practice and accepted modes of behavior thatare politically driven; socially
constructed and culturally embedded into the way that nation operates (Shanks et
al., 2000; Hanisch et al., 2001). E-business is almost a cultural icon. The
methodologies and techniques of logistics management are being driven by
automated agents, intelligent agents and smart agents that promote efficiency and
effectiveness across a logistics management system or an e-business trading
relationship. The essential components of e-business frame standards thathave
been adopted. These are de facto standards. Standards occur by de facto
acceptance and as these standards become more defined, the relationship becomes
more legitimized. The nature of thatupper layer of globalized trade, globalized
logistics and globalized e-business will continue to be sustained and even supported
whilethereisdifferentiationatthe national level as goods and services are logistically
moved from one particular country to another. Inessence, they remain simulta-
neous and the two operate together. Itisaninteresting challenge and paradox but
onethathasjustemerged notby force, design or plan, butas the world has accepted
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the nature of globalization and at the same time has fought to maintain nationalism
and nationalistic strength. While the world has nationally disintegrated, as large
accumulations of countries have brokenup into smaller or ethnically-based nations,
the sense of globalizationstill exists.

On September 11,2001, the tragedy of the World Trade Center bombing
bytwoairplanes was notinasense, created by cultural difference, it was apolitical
act. Atthe sametime, its impact was global because of that existing layer across
the whole world. The factthatit was nationalistically an attack on the United States
affected that country deeply. Butin one sense, the way people havereactedtoit,
the way thatthey have travelled, has been differential at various country levels, but
the nature of globalization, the impact of e-business and the uptake of e-business
hasnotbeen affected because the world has seen itamongst fear, national identity
andnational strength. National problems are seen atanother level.

GLOBALIZED E-BUSINESS

Considering the paradox thatexists and the fact that we have globalization and
national culture existing parallel with each other and supporting each otherand while
there mightbe tensions between the practices of national culture and the demands
of globalization, globalized e-businessis areality. Itis flourishing and is working
strongly inthe development of many countries around the world. Inthis section of
the chapter, we will deal with some examples of the way that globalized e-business
is working and relate the structures, albeit a sample of them, to the paradox of
globalizationand culture.

International Exchanges

Across the world organizations that naturally trade with each other have seen
the benefit of operating through e-business exchanges. These can be auction
exchanges. They canbe trading exchanges. They can be collaborative exchanges.
They canbe collectives of organisations doing collective buying and sellingas a
resultoftrying to improve efficiencies through the natural operation of the market.
These international exchanges or market places are there to foster each international
or globalization player in the world of business. They become aneutral territory in
terms of dealing withnational culture. They areimbued withasense of globalization
and the achievements of the benefits of globalized business practices. They are not
concerned with being impacted upon or working with nationalistic cultures and
practices.

One exampleis Lignum.com (www.Lignum.com). This furtherexchange was
established to deal with the national problems associated with the ways timber is
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boughtandsold. Atthatmicro-managementlevel ofnational influence, individual
national cultures determine that timber can be bought by weight, length, width,
timber type, quality of timber, or by the nature of the timber — whether itis a
hardwood or softwood. This makes international exchanges very difficultand
likewise, makes the trading relationship very difficultalso. What e-businesshas
offered is a solution based in neutral territory, where the goods that can be
purchased in one country can be purchased in another by interchanging the criteria
inthatthetimberisactually sold. Lignumis anindependent globalized marketplace
orexchange. Itoperates above the layer of national culture. Itoperatesinaway
thataddresses the paradox or the apparent conflict between national culture and
globalized trends. Itillustrates quite clearly that the two can coexistin abusiness
marketplace.

Logistics Management and Tracking

Dell Computers, Amazon.com, and many other companies trade internation-
ally. Dell computers, CISCO systems, and Microsoft products are found inevery
country of the world. Microsoft Word can be used in Japanese , Chinese, Thai,
Swahili, English, German or French.. Atonelevelitreflects national culture. Being
able to write Thai Script, Japanese Kanji, or Chinese Hanzi reflects the culture in
that the technology is being used, but at the other level, there is a sense of
globalization. Itisstill Microsoft Word and whether a personis using the Japanese
or the German version, a Japanese or a German keyboard, there exists a
standardized practice. The keyboard is standardized, Word software is standard-
ized and the practice of Word is standardized.

Thereis atthe global level a view that there is equity, equilibrium and asense
of saneness at the national level. This canbe reinterpreted, recontextualised and
reused in ways that fitthe national culture. The apparent paradox isresolved by
separating the process thatis global and uniform fromthe interpretation and use that
isnationalisticand imbued with cultureand cultural practice. Logistics management
across the world deals with the same problem. Transporting goods by UPS or
FedEx isthe same process whether itis from the United States to Africa or Chile
or from Chileto Africa. While the languages differ, while the cultural practices of
loading and storing and managing the logistics might be different, the fact is that
process of logistics managementacross international boundaries is determined by
asetofstandards thatis notimbued with politics, but thatis accepted internationally
and globally. Theparadox againis challenged, the paradox of co-existence remains
atonelevel. The way materials are combined together or packaged represents a
cultural influence. Onthe other hand, the barcodes thatare used to transportand
track the goods from one country toanother country is an international standard that
everyone can read and understand. The barcode printout in Japan will be in
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Japanese language, inthe United States it will be in English. The uniformity atthe
globallevel parallels the cultural interpretation that differentiates one nation from
another.

The Management of Trading Nodes

Across the world, trade has to pass through nodes. The world airline systems
have established amodern set ofnodes usually associated with key airports across
the world: Heathrow Airportinthe United Kingdom, Charles de Gaulle Airportin
Paris, Schipol Airportin Amsterdam, Copenhagen Airportin Denmark, just to
name a few nodes established inthe modern world of airline systems. Eachofthose
nodes is imbued with nationalistic practices. The way the airport operates in
Bangkok is different than the way the Heathrow airport operates, but at the same
time, there are standards that cut across national cultures. Standard processing of
passports, customs and immigration are accepted processes for the traveller or for
the person managing trade. The precise differentiation ofthe way that customs and
immigration work varies from one country to another. The paradox is again
challenged. The two processes of global practice and cultural difference coexist.

These new transport nodes developed in the new aeroplane era of the 20™
century support and invariably parallel the original trading routes that were
established in the 17", 18™and 19" centuries. Ports such as Singapore, Hong
Kong, Londonand Amsterdam remain focal points for shipping trade; they remain
focal points for land transportation such asrail and bus also. Thenodes themselves
have become larger and stronger and more economically viable. They have
becomeentities intheir ownright, butthey representtwo things. Theyrepresentthe
international nodes of passing from one place to another. If one travels from
Australiato the United Kingdom, every traveller oritem thatis exchanged must pass
between either Singapore or Bangkok ontheirway to London. Any shipthatleaves
Australiawith goods and services for the United Kingdom will travel asimilar route
and will know that the ports have always existed in the trading routes of the world,
whetheritis Cape Town, New York, or Riode Janeiro. The ports still remain, and
thenodes have sprung fromthem. E-business creates a sense thatthesenodes are
justasimportant for each other in the trade relationships of the world; that tends to
enable coexistence with the cultural differences naturally apparent at each port or
arrport.

Economics of Globalized E-Business

The world has accepted the coexistence of the cultural difference and
globalized standardization across the world of e-business as theresultof several
factors. The firstoftheseis the technology itself. E-business has enabled the world
to gain efficiency, costeffectiveness, increased profitability and perhaps increased
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productivity as aresult of choosing standardized forms of I'T process or IT-driven
processes thatenable companies to interact between companies using standard
processes (Castells,2001). These processes are builtinto computer systems and
software. They donotchallengebusiness practice inthenormal sense. They offer
a standard means of communicating between companies, divisions within a
company or between nations. They enable a standardized form of communication
irrespective of language.

The world forms of e-business technologies and more recently integrated
technologies such as enterprise resource planning (ERP) systems or customer
relations management systems, enable people to be able to talk from country to
country and culture to culture using a standardized set of software or hardware.
This key issue has enabled the world of e-business to develop and strengthen and
integrate into the process of business across the world. Asaresult,companiesare
ableto gaineconomies of scale. Large internationalized multinational companies
are able to trade and communicate within that one company gaining benefits from
their size. Being able to trade in bulk enables economies of scale to be gained,
enables communications to be more efficientand more effective. New mobile
technologies suchas standardized communication or email systems enable forms of
communication. Communication becomes simpler because itis done in one way
across one system, again gaining economies of scale. Thisalso creates efficiency
incommunicating with translators from one nationality to another, from one national
language to anothernational language. Italsoincreases the speed of communica-
tion. One cancommunicate withina24 x 7 framework thatallows communications
within business to enable constant operations, gaining not only economies of scale
through time, butalso efficiency. Business processes donothaveto stop because
the factory finishes or closes at 5 o’clock. The business canstill continue. Some
would argue that this increases productivity.

E-business technologies enable some mechanical business processes to be
taken overentirely by machines. This has happened inthe banking industry by the
use of mobile bankingacross the world. This supposedly increases the productivity
ofrepeated processes. Robots were introduced into the motorcar industry in the
1980s and earlier because of their efficiencies and ability to increase productivity
inthe assembly line. That has not changed with the introduction of e-business
processes. They have becomethe robots of business transaction processing across
the world.

E-business and standardized IT platforms enable the immediacy of currency
transaction. The translation of goods and services traded from Australian dollars
to Euro or from Euroto U.S. dollars or U.S. dollars to Japanese yen or Japanese
yento Hong Kong dollars, or Chinese renminbi can all be instantly translated ona
screen. They have become instantaneousrelationships. The exchangerelationship
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between a company and abanking partner becomes immediate. Cash flows can
betraced electronically. Auditsand audittrails on transactions and purchases and
orders can be done automatically through databases established under international
standards established and utilized onthe web. E-business providesa globalized
world with aset of business and financial practices that are standardized and that
canimpacton the economics ofacompany. To some extent this may be used for
multiple transactions, as in banking, to reduce cost per transaction. On the other
hand, itcan also increase the valued assets of an organisation.

One ofthe emerging trends in the world of IT isnotto see [T asacost, but IT
as an asset in the same way that we value human capital now as an asset. The
processes imbedded in software can in themselves be seen as an asset if they
produce the economies of scale and efficiencies and productivity gains thatare
many claimedto have. Where the planning associated with the implementation of
that software fails, many ofthe advantages that might be gained from the use of e-
business standardized practices are lost. They arelostinthe political squabbling that
caninvariably occur about failed software implementation, resulting from poor
planning and strategy alignment as aresult of political interference either at the
organizational, regional, state ornational level in terms of what the software is, was,
or might be intended to do.. As a result of that, the world of e-business looks
beyondjust dealing with and solving one practice after another. Inthelate 1990s
and into the 21* century, the world of e-business and globalization has moved one
step further away from the disaggregation of one process versus another into a
world of integration. Itisto that we now move.

INTEGRATION AND THE CHALLENGES OF
CULTURE

Throughoutthis chapter, the paradox of accessing globalization and the impact
of culturehasbeenaddressed. Cultureitselfisachallenge. The world ofe-business
is global. The adoption ofe-business technologies and e-business processes must
meet the challenge of culture. One ofthe solutions to that in the 1990s was the
development ofaworld almost obsessed with ‘vanilla’ solutions. There was a
sense that every IT solution has some meaning in terms of ‘one size fitsall.” It
became apparent by the end of 1990’s and early into the 21 century that thisno
longerapplied. Enterprise Resource Planning (ERP) systems that were originally
very structured and rigid became very flexible. There was a sense thatsoftware
written for e-business, whether it was an ERP solution or a customer relationship
management solution, was developed in such a way that it could be fit into the
various practices of an organization or fitinto a culture in such a way that we were
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no longer seeking vanilla solutions, but seeking differentiated solutions. We were
no longeraccepting that ‘onesize fitsall,” but seeking a variety of sizes applicable
for small to medium enterprises (SMEs) versus medium enterprises versus large
enterprises and seeing that solutions could, and probably needed to, be different in
each e-business scenario. The marketno longer was seen as perfect. Therole of
government intervention was again accepted. The fact that markets themselves
could be manipulated by government practice was again considered acceptable
where the outcome was for the good of the nation or the politics associated with the
nation.

E-businessisatechnical solution, but culture can challenge and differentiate
that. Doesitbreak itdown? Probablynot. The worldwide evidenceis that while
thereis anapparent paradox and existing parallel systems, the world can deal with
theuniqueness of globalization inits homogeneity and atthe same time, deal with
the differential effects of culture of micromanagement levels and withmicroprocesses
and the way that this disaggregates the processes apparent in e-business. How
does the world cope with these two apparent processes? Inthe immediacy ofthe
modern world, and instantaneous communication 24 x 7 access to 95 percent of
the world has created an environment in which space shrinks or appears to shrink.
Time and distance also shrink in terms of their impact. This has created a situation
where people are able to accept much more complex solutions in the world of
business. No longer is business seen as the simplistic relationship between a
business organization and an existing culture. No longer is business seen as a
geographicallocation. Theexistence ofanelectronic world, a virtual world, enables
business to operate at different times at different speeds in different scenarios.
Businessismeeting the challenge of cultureand accepting that fundamental business
practice is essentially the same, no matter where the location.

How does e-business deal with the challenge that culture creates for global-
ization? Inoneinstance, itis worth noting the impact. Formostofthe 19" century
and certainly all ofthe 20" century, the role of relationships in business in Asia has
been fundamental. The Chinese use the word guanxito give aname to the nature
of personal relationships, such as the person you have lunch with, the person you
play golfwith, the person you wantto be your business partner. The meetingofone
person with another, doing a favor for one person to another, all create guanxi. For
many years throughout the 20" century and prior to that, guanxi was the
fundamental way one did business with Asian organizations and countries (Corbitt
and Thanasankit,2001). Who youknew was more importantthan whatyouknew.
Who youknew was more important than a business process, because it was based
ontrustandreliability.

Atanorganizational level, itis interesting to note that Honda uses the same
suppliers year in and year out because of the established trust relationship, the
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guanxi, because of the quality issues associated with containing the guanxi.
Another large automobile manufacturer, GMH puts to tender all of its suppliers on
aregular basis looking for cost savings while maintaining quality. In the Asian
contextas with Honda, the idea is thatabusiness builds the relationship and the trust,
and thatis how the quality process is maintained. Ifitcosts more money, itis worth
it for what a business can gain out of it. These business practices, whether it is
statistics management, eCRM or e-business or the use of EDI is forever and will
be challenged by guanxi. Infacttherelationships that formateach end of each of
those business processes is framed in, supported by, and concreted together, by
guanxi. However, the processes thathappen in between are something thatis built
one-business technology. Itis something builtinthenew world of the knowledge
economy; itis accepted by the guanxi and coexists with the guanxi. While that
mightappear a paradox, itis fundamental to the way that the world has developed.
Itis fundamental to the new globalized economy and to anunderstanding of why e-
business inits broadest sense has probably been very successful.

In conclusion, the paradox of parallel business practice of de facto standards
versus culture of micromanagementrepresents a challenge thatreally doesnotneed
tobe dealt with. Discourse has been constructed thataccepts the parallel existence
and the co-existence of two layers operating within the business world: the
international layer of standards, albeit de facto, coexisting with alayer of cultural
difference supported by guanxi and cultural values and cultural practice. The one
doesn’tchallenge the other. Rather, one compliments the other. They coexistand
create economies of scale; deliver efficiency cost effectiveness and productivity
savings; solve currency trade problems, logistics problems, tracking problems; and
deal with the imperfections in the marketplace. They encourage collaboration.
They foster the necessary co-operation along the supply chain that makes the world
ofe-business beneficial to international business.
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ChapterlIl

The Adoption of
Information Technology:
A Foundation of

E-Commerce Development
in Thai Culture

O. Chieochan, D. Lindley,and T. Dunn
Charles Sturt University, Australia

ABSTRACT

E-Commerce can be developed after information technology is adopted.
Before understanding the phenomenon of e-commerce in Thai culture, this
chapter aims to discuss the adoption of information technology in that
culture. Thai agricultural cooperative societies are selected as a case study to
describe the understanding of the factors governing the adoption of
information. Our work was done at a time when new government policies
were introduced to improve Thai trading by introducing e-commerce.

This chapter argues that the first step in encouraging and managing
information technology and e-commerce usage is to develop an understanding
of the factors that influence its usage.

A multidisciplinary approach is used to examine factors affecting the use
of information technology in Thai agricultural cooperatives. Empirical
evidence defines universal factors which govern the adoption of information
technology in Thailand such as the decision-making characteristics which
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distinguish adopters from non-adopters. In Thailand, business size is also
important and larger organizations are more intensive users of information
technology.

INTRODUCTION

Agriculture is important to the Thai economy, contributing about 1 7 percent
to the Thai GNP. It accounts for about 34 percent of all exports (Mahidol
University, 1998). Importantactivities include crop cultivation, rearing of livestock,
fishery, and forestry. In 1991, about 62 percent of the Thai population, approxi-
mately 36 million people, was involved in agriculture (Office of Agriculture
Economics, Ministry of Thai Agriculture and Cooperatives, 1992, p.29).

Thai agricultural cooperatives play an important role and a study of them
provides a window into Thai agriculture. For some Thai farmers, co-operatives
provide access to information from the outside world; for others, they provide
information about Thai agriculture. Particular cooperatives provide marketing
information on agricultural produce that should improve the income of Thailand’s
farmers. In addition, Thai agricultural co-operatives can use e-commerce to
improve their trading. A report in The Nation newspaper in 1998 (1998a)
supported this view, saying that market information such as product prices, could
assist farm planning and protect farmers from merchants’ unfair trading practices.
Merchants could also use such information to improve business planning and to
evaluateinvestments.

It is further suggested that the Thai government could use information
technology to better supportthe Thai farming community; thatinformation technol-
ogy could be used by agricultural cooperatives as atool for communication with
farmers; and that the government could be better informed of farmers’ needs, and
soprovide better and more useful services. Inasimilar vein, Sirimance (1998)
suggests thatinformation technology could reduce the communication gap between
rural communities and the cities [ 7he Nation newspaper (1998b)].

Despite the apparent advantages, Thai agriculture, including agricultural
cooperatives, have been slow to introduce and exploit e-commerce; this is basis of
ourresearch projectas described in Chiecochan and Lindley (1999), Chieochan,
Lindley and Dunn (2000a, b).

In these papers, diffusion and adoption theory was used to classify Thai
agricultural cooperatives according toifand when they adopted e-commerce. The
main conclusion is that Thai agricultural cooperatives are slow in adopting e-
commerce. Chieochan, Lindley and Dunn (2000) show that only 60 percent of Thai
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agricultural cooperatives use information technology and only 5 percentaccess the
Internet.

The Internetin Thailand isused mainly asacommunication tool and websites
forpublishing organizational information , butisrarely used to conduct commercial
transactions (King Mongkut’s Institute of Technology, Thonburi, 2001). There-
fore, understanding factors affecting the use of information technology in Thai
agricultural cooperatives is the fundamental to understand the use of e-commerce
in Thai agricultural cooperatives and Thai culture.

Al-Qirimand Corbitt (2001) support that factors inhibiting and encouraging
e-commerce adoption are similar to factors inhibiting and encouraging information
technology adoption in Thai agricultural cooperatives.

Fivekeys factors affecting the use of information technology in Thaiagricultural
cooperatives need to be examined:

*  Thaiagricultural cooperatives

*  Information Technology and e-commerce

*  National factors affecting the use of information technology and e-commerce
in Thaiagricultural cooperatives

*  Organizational factors affecting the use of information technology and e-
commerce in Thaiagricultural cooperatives

*  Implicationsto Thai governmentand Thai agricultural cooperatives

THAIAGRICULTURAL COOPERATIVES

Agricultural cooperatives are a type of cooperative society. They are com-
monly understood to be abusiness owned and controlled by the members who form
them to provide good services to their own, usually atalower price.

Thai agricultural cooperatives are registered with the Thai government and
owned by Thai farmers. There presently 3,344 agricultural cooperatives in
Thailand with a total membership 0f4,659,070 farmers (Cooperatives Promotion
Department, 1999, p. 1). Aboard of directors, elected by members, administers
each cooperative. The board of directors appoints amanager and employees.

Accordingtothe Cooperatives Promotion Department ofthe Thai Ministry of
Agriculture and Cooperatives (1993), Thai agricultural cooperatives provide these
four mainservices for theirmembers:

1. Providingcredit forthe purchase ofagricultural supplies and farm machinery;

2. Supplyingandsellingagricultural necessities and consumer goods;

3. Marketingagricultural produce through local markets, provincial and national
federations, and abroad; and

4.  Providingagricultural extensionservices.
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INFORMATION TECHNOLOGY AND
E-COMMERCE

Woodall (1997) has commented that the term information technology can
cause confusionsince thereis no generally agreed definition. Some include notonly
computing and telecommunication, butalso microelectronic and digital electronic
equipment that can manage information such as receiving, storing, analyzing and
communicating. However, others include people and procedures. Cusumano
(1991) has noted that information technology was used to denote people,
procedure and equipment, based on microelectronic, computing and telecommu-
nications, enabling people torecord, store, retrieve and transmit information. This
technology is used to manage many types of information, namely voice, pictures,
text, and numbers. Andersen (1995) has stated that information technology
combines three technologies: microelectronics, computing and telecommunica-
tions. He has also noted that IT is the equipment used to transform data into
information, which is then communicated to people who require it.

E-commerceis the revolutionized business activities (Abell & Lim, 1996).
They are used information and telecommunication technology as tools for organi-
zation in gaining competitive advantage and in accessing global markets (Poon &
Swatman, 1995). E-commerce focuses on direct transactions between businesses
and end consumers. This is the trading and transactional relationship between an
organization’s website and its end users over the Internet (Al-Qirim & Corbitt,
2001). Consumers are able to purchase goods and services at any time convenient
to the customer. One of the key benefits of e-commerce is the convenience of day
andnighttrading, 365 days ofthe year (Peszynski & Thanasankit, 2002).

NATIONAL FACTORS AFFECTING THE USE
OF INFORMATION TECHNOLOGY AND
E-COMMERCE IN A THAI AGRICULTURAL
COOPERATIVE

Understanding the factors affecting the use of information technology across
the whole nation needs to be considered before analyzing the organizational factors
affecting the use of information technology in Thai agricultural cooperatives. This
part of the chapter compares the Thai experience with that of other nations,
particularly Singapore.

The selected national factors are taken from Chieochan and Lindley (1999),
Chieochan, Lindley and Dunn (2000a, b) and include:
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*  National economic conditions

*  Informationtechnologypolicy

*  Socio-cultural factors

*  Humanresources ininformationtechnology

National Economic Conditions

The lower the economic development of a country, the lower will be the
financial investment ininfrastructure, including information technology infrastruc-
ture. Furthermore, individuals and organizations in such countries tend to have alow
level of income; hence the demand for services tendsto be low. Thisresultsinaslow
diffusion of the use of information technology and e-commerce within the country.
That the level of economic development of a country is closely related to the
availability ofisa conclusion supported by Bazar and Boalch (1998), Janczewski
(1992), and Watson and Mayers (2000) infrastructure and the level of demand for
information technology, Internetservice and e-businesses.

Rice production is critical to the economic welfare of Thailand and the
governmentoutlays little expenditure onit. The principal expenditureis on defense
(95,601 million Baht), public order and safety (46,651 million Baht), education
(159,053 million Baht), health (59,205 million) and social security and welfare
(28,637 million Baht). The Thai government spends still less money on information
technology infrastructure—thenumber of Internetusers in Thailand is approximately
131,000 in a population of 60 million. These percentages are taken from Turner
(2000, pp. 1523-1524) and cover the year 1996. The World Bank Group (2000)
classifies Thailand as alower-middle-income economy ($761-$3,030).

When compared withits neighbor Singapore, Thai information technology is
six yearsinarrears (Thailand Development Research Institute Foundation, 1994,
p. 74). In 1997 and 1998, Singapore was at the top of the World Economic
Forum’s global competitiveness report, which assesses countries on their potential
for economic growth and their income levels. The World Bank Group (2000)
classifies the gross national product (GNP) per capitain Singapore as high-income
($9,361 ormore per annum). Turner (2000, p. 1389) notes that the Singaporean
government spends more ofits budget to build up a strong science and technology
baseto supporthigh-tech industries and to innovate products and processes. The
Singaporean government proposes to develop Singapore into a global city with
total business capacity by using information technology and e-commerce to allow
the economy to remain competitive. Additional evidence of the Singaporean
government’s success in promoting information technology, is that the number of
Internetusers is high—approximately 267,000 out of the population of4 million.

From 1997 on, economic conditions in Thailand became difficult
(Terdudomtham, 1998). The economic crisis affected government, infrastructure,
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and organizations. The educational sector was also affected. Turner (2000, p.
1522) notes that real GDP growth in Thailand was 7.8 percent in 1996 and 8.6
percentin 1995.1In 1997 and 1998 it was estimated to be 1 percentand 8 percent
respectively. The National Science and Technology Development Agency, Thai-
land (1997) notes the economic crisis affected not only government, butalso the
business sector. Sutharoj (1998) add that because of the economic crisis, the
government cut the budgets for education for the whole nation and that the
implementation of information technology at some university campuses could not
proceed.

Sutharoj and Boonnoon (1998) report on the crisis in the Thai information
technology industry. The local informationtechnology industry was worth 18 billion
Bahtin 1998. This was areduction of 37 percent from the previous year when it
was worth 30 billion Baht. They also note that the information technology market
in Thailand was tougher because of reduced purchasing in the local market. This
applied to bank, finance, and insurance companies as well as to the government
sector. Inaddition to Boonruang’s point Potipattanakorn (1997) states that the
retail sector in Thailand is adecade behind the United States and will fall further
behind if the economy does not recover. The effect on business of economic
conditions is important. Co-operatives, which are businesses, are also affected —
including theiradoption of IT.

Information Technology and E-Commerce Policies

Governments can direct the development of information technology and e-
commerce development in a nation. Bazar and Boalch (1998) give significant
arguments about government policy in those countries where there are liberal
politics and regulations towards telecommunications and Internet services, the
marketenvironmenttends to be more competitive. This environmentis conducive
to the diffusion of information technology, especially ofthe Internet.

The paper by Boonyamalik and Kanjanarunsinun (1996) analyzes the Thai
national development five-year plans and concludes that the first five years (1988
—1992) emphasized infrastructure development particularly transportation, the
nextfiveyears (1993 —1997) emphasized economic improvement, and the current
plan (1998 —-2001) emphasizes human resources development. Corbitt (1999)
notes thatinformation technology is asupport for the humanresources development
associated with existing national development goals established in the current five-
year plan.

InThailand, anational information technology policy places more emphasis on
developmentinside the country especially social development such as providing
equality of information access between rural and urban groups and the distribution
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of democratic information from the government to the people. Corbitt (1999)
explains thatthe Thai national information technology policy focuses onrelating
progress in information technology distribution in Thailand to the social and
economicdevelopmentofits population. Theneeds are notimmediate and the focus
isondoing information technology ina Thai way. The policy pays little attention to
the immediate and essential needs of business and trade outside of Thailand
particularly e-commerce.

Koanantakool (1998) suggests that the information technology policy of
Thailand should foster the widespread use of information technology and therefore
holds promise to spread economic activity, democratic principles, wealth distribu-
tion, and social benefits across every region ofthe country, thus greatly stems the
tide of socialills. Inparticular, Koanantakool (1998) notes the following five points:
*  Informationtechnology mighthelptoreduce pollution and traffic, and could

facilitate telecommunication from home or anearby telecommuter center.

*  Widespread and affordable rural communications networks could provide
on-line information or serve as the vehicle to deliver public services such as
distance learning and telemedicine to remote rural residents. Telephones,
electronic mail and fax could, inaddition to traditional postal service, beused
toinstantly gather citizens’ opinions or problems.

*  Information technology must be viewed as a tool for achieving broader
national objectives, both social and economic. Information technologies are
definitely notmerely andend init.

*  Informationdevelopmentmustbe firmly aimed toreduce the substantial gap
between the information “haves” and “havenots,” not to further widenit. Itis
easy for the affluentand the better-educated segments of society to gain most
fromtheuse of information technology. The city poorandrural residents are
more likely to be left even further behind.

*  Theapplicationofinformation technology in supportofnational development
can create more equal opportunity and provide benefits for all segments of
society.

Corbitt (1999) concludes thatin the 15 pages that make up the Thainational
policy, there is only one reference to a view that such policy development is
concerned with enhancing the Thai position as the hub of Southeast Asia. Unlike
Singapore, there is no endeavor to promote Thailand as a center for information
technology.

Corbitt (1999) compares the national information technology policies in
Singapore and Thailand and argues that they are different in philosophy and
concept. Yap, Thong and Raman (1994) conducted research investigating the
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effectof Singaporean governmentincentives on computerizationinsmall business
in Singapore, and they concluded that Singaporean government policy is astrong
influencing factor inadecision to computerize. The government policies reduce the
risk of computerization failure by making available good quality external expertise
inthe form ofadvisors and screened consultants.

National informationtechnology policies in Singapore place more emphasis on
encouraging the whole nation to have better information and telecommunication
infrastructure in order to improve business competition inside and outside the
country.

Corbitt(1999)notes that the Singapore national information technology policy
focuses on information technology as a strategy for business development. The
policy reflects a view that business must take the lead and initiate the economic
effects ofinformationtechnology.

Mansell and Jenkins (1992) supportthe view that the Singapore government’s
strategic approach toward the development of an electronic trading environment
aimsto create opportunities for businesses to benefit fromthe increasing globaliza-
tionoftrade. Itis suggested that both universal access to advanced telecommuni-
cation services and anew generation of network-based institutions are necessary
preconditions for the success of this strategy. Current trends toward the separation
of physical from electronic networks of trade will have uncharted consequences.
Singapore’s experience in developing new institutional solutions inresponse to the
challenge to create an advanced electronic trading environment in the ASEAN
regionas well as in the wider global economy is outlined.

Gurbaxani etal. (1990),and Gurbaxani(1990) note that in an attempt to make
Singapore an economic power inthe post-industrial information era, the Singaporean
governmentis implementing aseries of national computer plans designed to further
the country’s efforts to move up the value-added chain by driving information
technology into all sectors of society. An analysis of the information technology
policy of Singapore shows that the governmenthashad ahigh level of involvement
inthe computerization and informatization of Singapore. The governmenthas taken
alargeparticipatory role and asmaller (butsignificant) regulatory and coordinating
roleinthe developmentand diffusion of IT. While production and use of IT started
outas equal priorities, the emphasis has shifted to promoting I'T use as ameans of
increasing the competitiveness of all sectors of the economy.

The Singaporean national information technology policy reflects:

+ theentrepot, trading nature of Singapore;
e itsinternal focus;
* animmediacy that something hasto be donenow;
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+  anacceptance of doing e-commerce and implementing anational information
technology policy that fits in with and works with Western systems and
practices; and

* acceptsthat problems and issues associated with e-commerce and informa-
tion technology are those of business trade.

Navarat(2000) compares Singapore and Sri Lanka and makes the interesting
pointthatboth ofthem are smallislands. Forty years ago the performances of both
countries were similar in terms of their economic situations. Singapore has been
developed faster than Sri Lanka and has become the hub of Asia for transportation,
trading, and business. Navarat explains that one possible reason is that Sri Lanka
hasmorenatural resources than Singapore but that the political situation in Sri Lanka
isnotstable and the government spends more money on the military. Singapore is
more peaceful and stable. Sri Lanka is similar to Thailand in that the Thai
government spends more money on military development. Turner (2000) supports
this.

Inother countries besides Thailand, government policy has greateffect onthe
useofinformationtechnology intheirsocieties. Here are some examples. Rodriguez
(1994) and Sanchez-Vegegas (1995) report that government is one of the factors
thatinhibit the spread of information technology in Latin America. Other factors
include unstable government, excessive concern for secrecy and security, frequent
changes of priorities, constant threat of foreign intervention, centralization of
political decision and minimal impact of the scientific approach at the highest
decisionlevels.

Odedra et al. (1998) report that in many sub-Saharan Africa countries,
government policies and strategies are not sufficiently clear to encourage organiza-
tions to use information technology. Oliver (1997) also supports the idea that
governments in Africa are aware ofthe power of the Internet and other networks
to spread embarrassing information. Moreover, governments often setup obsolete
frameworks, over-regulate, and are required to pay high charges on imported
telecommunications equipment.

Nature (1996) explains that the Chinese government has restricted interna-
tional Internetaccess by domestic service providers to lines supplied by the ministry
of post and telecommunications. The purpose of this is to control the flow
information inand out of the country for security reasons.

Goodman and Green (1992) report thatin the Middle East, regional politics
havealways impeded the regionalization of information technology. Forexample,
in Syria, faxes are controlled in some places by higher-level politicians as if their
power were in controlling and containing information, especially information that

Copyright © 2003, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of Idea Group Inc. is prohibited.



26 Chieochan, Lindley, & Dunn

cancross borders. Foranother example, people in Saudi Arabiabought previously
restricted satellite dishes to watch news during the Gulf War. Atthe end of the war,
certain government officials felt they should register, monitor, or dismantle the
dishes.

Watson and Myers (2000) conducted research on a comparison of the
success of information technology industries in Finland and New Zealand. Their
results showed that Finnish governmenthas promoted I'T very heavily compared to
New Zealand government. Their research focused on government promotion in
terms of national IT strategies, I'T priority and the existence of government I'T
organizations.

Culture-Social

This section examines the effect of the Thai social culture on the adoption of
information technology in the kingdom. Special emphasis is placed on language,
particularly English. Thanasankit(1999) and Thanasankitand Corbitt (1999) agree
that Thai values shape and control the direction of information technology usages.
They influence the way Thai people think, tackle problems, and make decisions.

Englishis the dominantlanguage for development of information technology
and e-commerce. Itisthe second language in most Asian countries. Angand Loh
(1998),and Oliver (1997) note that language is one of the most serious barriers to
theuse ofinformation technology in developing countries. Bazarand Boalch (1998)
supportthis and note that English language is not only a problem for developing
countries, butalso forany non-English-speaking country using information technol-
ogy, especially the Internet. The use of English is common in some countries, but
the real penetration of the Internet into communities requires using Internet
applicationsinthelocal language.

Gibson (1997) conducted research in Thailand on the confluence of culture
and information technology in Thailand. His results show thatthe English barrieris
directly related to Thai culture. He explains that Thailand is one of the Southeast
Asian countries where most people speak andread only theirnative language. Thai
peoplestudy Englishinmiddle school, butmostcan only read simple English words.
While computer keyboards are available with Thai characters, programming
commands and in-depth work with computers demand fluency in the English
language. Thais have become nationalistic in the use of their own language, and
naturally try to preserve it. The medium of instruction in schools atall levels is Thai.

Gibson (1997) comments that, inaway, Thai education hasbecome anegative
influence for acceptance and acquisition of modern ideas and technologies. He
explains that because the Thai language is so influential, many people cannot
comprehend English well enough to be able acquire new ideas and knowledge
related to information technology.
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Inthe same work, Gibson notes another problem with the way the Thai social
culture inhibits the use of information in organizations. Top management is conser-
vative and will not accept this new technology. For example, in government
department offices every piece of paper needs to bear the logo of the department.
The computer can create this logo in three sizes: small, medium, and large, but when
employees submit work done on computers, some top management will notaccept
it. They complain about the kind of paper, and that the logo isnot the same as the
original. Thisis a problem where top management comes froman older generation
and does not want any changes. They believe only in the way they used to work.
Consequently, people will avoid using computers unless forced to do so.

Onthe other hand, the official language in Singapore is English. Singaporean
residents can be multi-lingual with English and Mandarin as co-national languages
withMalay and Tamil. This suggests thatthe focus of the Singaporean information
technology policy is external and driven by aneed to place Singapore ina world
sceneeconomically.

Corbitt (1999) explains that there are perhaps two main reasons for this
contrast. The most obvious is the historical development and modernization
process of both countries. Singapore has a colonial history based on trading. Itis
anationdeveloped into a post-modern state in which there is areal complexity or
plurality insociety. Itis distinctly multi-cultural and supports a variety of cultures
within anationalistic view that sees the role of the state as dominant. Cultures are
expressed independently of the state and encouraged by the state to maintain their
differentnatures. In Thailand, the state has not moved from the modern to the post-
modern. Thereisnoimpactofcolonialismasthere wasnone. Plurality israre. There
isanational language and amonocultural view of society. Government planning
focuses on five-year plans abandoned long ago in Singapore. National culture then,
is important; the adoption of English in the adoption of information technology
cannotbe over-emphasized.

Human Resources in Information Technology and

E-Commerce

The TDRI(1995)and Malaiwong (1999a) report that one of the problems in
theuse ofinformation technology in Thailand is the lack of quality humanresources
inthedisciplines of information technology and telecommunication. Malaiwong
(1999b) explains that the root problem for Thailandis the lack of good educational
planning and inefficient information technology training. He (1999c¢, p. 39) con-
cludes that the recent problems of Thai education are emphasis on producing
numbers of students atthe expense of quality, the lack of the academic perspective,
thelack of research and development and the central beliefthat learning depends
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on teachers rather than students. Gibson supports this conclusion (1997) that

Thailand lacks general education and the more intensive skills required to effectively

use the tools of information technology. Furthermore, Ang and Jiwahhasuchin

(1998) add that research and development in Thailand is behind that of other

countries when the Thai universities’ lack of skill in conducting research and

developmentsis considered. Almostall graduate schools inuniversities emphasize
course work rather thanresearch.

The Spell Out (TDRI) (1994) explains the differing experiences of Singapore
by suggesting that Singapore has no natural resources, but good humanresources.
The Singapore government supports the development ofhuman resources in the
discipline of information technology. The National Computer Board, Singapore,
citedby the TDRI (1994, p. 15) reports thatin 1980 there were only 850 people
inthe discipline of information technology. This increased to4,000in 1984; then
8,3001in 1988; and finally 14,300 in 1991. The TDRI (1994) compares human
resources in the discipline of information technology between Thailand and
Singapore. Data in Thailand was collected in 1993 and data in Singapore was
collected by the National Census Bureau (NCB)in 1988. The TDRI concludes (p.
74) that development of information technology in Thailand is six years behind
Singapore.

Numbers of professional software workers in Thailand are less than in
Singapore. The TDRI (1994, p. 75) reports that 65 percent of employees were
using software in Singapore in 1988 whereas there were only 45 percentin Thailand
in 1993 Itisto be noted that the lack ofhuman resources in information technology,
especially in professional software development, isamajor problemin Thailand.
Thailand uses more humanresources atlower levels of information technology.
TDRI (1994, p. 76) reports that Thailand employs 66 percent at vocational and
technical levels whereas Singapore uses only 45 percent.

According to the TDRI, there are three possible reasons to explain why
information technology development in Thailand is six years behind Singapore:

»  Singapore has more advanced and effective training than Thailand. People
who didnot graduate inthe discipline of information technology canbe trained
towork ininformation technology.

»  Singaporehasastrategy intechnology transfer from overseas into Singapore
such as encouraging overseas experts to work in Singapore. The TDRI
(1994, p. 76) reports that in 1988 in Singapore, 15 out of 100 permanent
residents from overseas and employment passport holders worked in the
discipline of information technology; in 1991, the number increased to 20.
Moreover, 20 percent of Singaporeans graduate from overseas ininformation
technology andrelated disciplines. Twenty percenthad graduate doctorates
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and master’s degrees and 35 percent had graduate bachelor degrees. In
contrast, 9 percent of Thais had graduated from overseas and thatonly 11.7
percent were from graduate postgraduate levels.

*  TDRI(1994,p.55)notesthatstaffin information technology in Thailand lacks
experience. Forty percent of human resources in information technology in
Singapore have been working less than three years and 50 percent of
employees in Thailand have been working less than three years. The specific
comparison is of concern to Thai agricultural cooperatives and small busi-
nesses.

Humanresources are important in information technology for both coopera-
tives and for the nation.

ORGANIZATIONAL FACTORS ENCOURAGING
THE USE OF INFORMATION TECHNOLOGY
AND E-COMMERCE IN THAI
AGRICULTURAL COOPERATIVE

Thai Agricultural Cooperative Managers’ Knowledge of

Information Technology and E-Commerce

This section examines the effect of managers’ knowledge of information
technology and e-commerce on the adoption of information technology in Thai
agricultural cooperatives.

The decision maker-characteristics of managers especially the manager’s
knowledge of information technology are the main keys in distinguishing Thai
agricultural cooperatives using information technology from those not using it
(Chiecochan & Lindley, 1999; Chieochan, Lindley & Dunn,2000a, b). The finding
that decision-maker characteristics of CEOs of small businesses in Singapore are
themainkeys indistinguishing small businesses using information technology from
those notusing it, is supported by Thongand Yap (1995).

Rogers (1983) argues thatleadership is the degree to which an individual is
abletoinfluence otherindividuals’ attitudes or overtbehaviorinformally inadesired
way withrelative frequency. There are two main theories about why knowledge
ofinformation technology orinnovation influences the decision-makerto adopt that
technology orinnovation. Rogers (1983) presents the firsttheory and the Attewell
(1992) presents the second theory.
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Accordingto Rogers’ (1983) innovation theory, knowledge oftechnology is
the firststage in his model of the innovation-decision process. In Attewell’s (1992)
theory of lowering the knowledge barrier, he argues that the diffusion of complex
organizational technologies is betterunderstood as a process driven by decreasing
knowledgebarriers thanas a process driven by communication and social influence.
There is some evidence from other types of organizations in other nations thata
decision maker’s knowledge of information technology is the main factor in
adopting informationtechnology in their firms.

Larsen (1993), Boynton, Zmud and Jacobs (1994) found that managerial
information technology knowledge isadominant factorinexplaining the highlevel
ofinformation technology use in organizations. Similarly, Cragg and King (1993)
note thatthe strongest factor inhibiting firms from adopting itis the owners’ lack of
knowledge. Ohlmér (1992) studied the effects of information technology on the
dataneeds in farm management and found thatamanager’s lack ofknowledge of
information technology is the main obstacle tousingautomated data collectionat the
farm. Igbaria, Zinatelliand Cavaye (1998) studied information technology success
insmall firms in New Zealand and found that computer education and self-training
played majorroles.

Chau’s(1994)research in Hong Kong found that owners or managers of small
businesses who have ahigher information literacy tend to emphasize more technical
factors. Those who have more experience in using and purchasing packaged
software tend to give more weight to the importance of the vendor’s technical and
non-technical capability. Moreover, he found thatowners of small business in Hong
Kongtended to look attechnical factors more seriously, while managers tended to
emphasize morenon-technical factors such as price and popularity ofthe software
package when making the selection decision.

Baker (1990) conducted his research in New Mexican agribusiness on the
characteristics of computer users and determinants of microcomputer success by
agribusiness. He found that the agricultural business mangers with ahigher level of
education are more likely to adopt information technology.

More recently, Seyal, Rahim and Rahman (2000) investigated the use of
informationtechnology insmall and mediumbusiness organizations in Brunei. They
found that CEO computer literacy contributes towards the use of information
technology.

Some Thai agricultural cooperatives do notadopt information technology.
This mightbe explained by the fact that managers of Thai agricultural cooperatives
are lackingnotonly in computer literacy, butalso knowledge and experience about
managing their businesses. Managers of Thai agricultural cooperatives mightnot
perceive the importance and benefits of information technology. Sawatanon (1996,
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p.227)showsthatonly 20 percent of managers of all Thai agricultural cooperatives
are professional inrunning agricultural businesses.

This problemis also addressed in agricultural cooperatives in America. The
United States Department of Agriculture Rural Business Cooperative Service
(1990) reported a similar problem — that cooperatives are subject to the same
“people problems” as any business, buthave additional problems stemming from
being owned by those who use them. Some of their members and directors are
misinformed; some havelittle realisticknowledge aboutbusiness activities orhow
effectively their cooperative is operating or what it can be expected to accomplish.
Directors and managers at times neglect their responsibilities or take advantage of
their positions, resulting in poor performance or failure of the cooperative. Notall
farmers in an area believe alike and thus not all will join or trade at a given
cooperative. Likewise, leaders among farmers and cooperatives donotalways
agree onobjectives, policies, and approaches, often leading to intense competition
and duplication of services and facilities between cooperatives serving the same
area. This situation can limittheir efficiency, marketpower, and members’ benefits.
Directors of cooperatives are frequently faced with the difficult choice between
building the financial strength of the cooperative through retained patronage
refunds, orincreasingreturns to farmer members. The frailties ofhuman nature may
resultindecisions thatdonotbuild cooperatives to their full potential. This problem
is found similarly in the forestry cooperatives of New San Juan in Mexico.
Tenenbanum (1996) reports that the cooperative, were mismanaged and disorga-
nized. Other difficulties were attributed to corruption, insufficient technical knowl-
edge, poorsocial cohesion, and lack of government support.

Thedecision-maker characteristics of managers of Thai agricultural coopera-
tives, especially the manager’s knowledge of information technology, are the main
factors distinguishing Thai agricultural cooperatives using information technology
fromthosenotusingit.

Attitude of Managers of Thai Agricultural Cooperatives
Thong (1996) explains thatas information technology isnew toa CEO, he or
she has no way of knowing whether it will be superior to existing methods of
operation. A degree of uncertainty exists as adoption of information technology is
risky, and each CEO will perceive the degree of risk or uncertainty associated with
the information technology differently. Ifa CEO perceives that the benefits of
information technology usage outweigh therisk, then the business is more likely to
use information technology. There is some evidence from other types of organiza-
tions in other nations to explain that decision makers who have positive attitude
towards theuse of information technology tend touseitin their in their organizations.
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Lakhanpal (1994) found thatamiddle manager’s attitude towards microcom-
puterusage had arelatively positive influence on the adoption of microcomputers.
Thongand Yap (1995) assert that CEOs who possess a positive attitude towards
information technology are more likely to adopt information technology in their
business. Baker supports this finding (1990). He conducted hisresearchina New
Mexican agribusiness concerning the characteristics of computer users and the
determinants of microcomputer success by agribusiness. He found that the
agricultural business managers with more favorableattitudes toward innovationare
more likely toadopt informationtechnology.

Rogers (1983) explains that formation ofa favorable orunfavorable attitude
toward an innovation takes place before adecision to adoptis made. Attributes of
aninnovationare importantduring the formation of attitude. Ifinformation technol-
ogy is perceived as being better than the manual systems it supersedes, it is
consistent with needs of the potential adopter, itis easy to understand and use, it
allows experimentation, and the results ofusage are easily observed and commu-
nicated, itismore likely thata favorable attitude from managers of Thai agricultural
cooperatives toward the innovation will be formed. The attitude of the managerin
adopting information technology in Thaiagricultural cooperatives is important.

Manager Innovativeness

Inhis 1976 theory of innovativeness, Kirton concludes thateveryoneis located
onacontinuum ranging from an ability to do things better to an ability to do things
differently. He calls the two extreme ends of the continuum adaptors and
innovatorsrespectively. Thong (1996) explains that small business adoption of
information technology presents aradical innovation thatnotonly requires a large
outlay of financial resources, butalso involves complex technology. Information
technology usage would be regarded as a risky venture that not many small
businesses would be willing to undertake, since potential losses would be substan-
tial in terms of both tangible and non-tangible losses. Itis quite likely thatthe less
innovative CEO whois the main decision-maker will look for other less radical and
less risky solutions. Only a CEO who is more innovative would be willing to do
things differently by taking the risk ofadopting information technology in their
organizations. Thongand Yap (1995)and Thong (1996, 1999) found that firms are
more likely toadoptinformation technology when their CEOs are more innovative.

Some Thai agricultural cooperatives do not adopt information technology.
This can be explained as some managers of Thai agricultural cooperatives are less
innovative, less creative inideas and less competitive compared to commercial and
industrial businesses. Inthe model of cooperative activities, there are seven main
activities including providing funds, credit, marketing, purchasing, processing,
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service and land improvement and agricultural promotion. Sawatanon (1996)
reports that some Thai agricultural cooperatives have failed in their business
because some activities are notundertaken—especially processing agricultural
products. Therefore, cooperatives get fewer profits. The profits belong to the
middleman. Onthe other hand, if cooperatives process their products—forexample
processing and packing milk—they might achieve more profit.

Sataporn (1996) explains that cooperative activities need input factors such as
men, money, materialsand management, which factors are called limited resources.
Men in cooperatives are members (farmers, board-directors), management and
administrative officers (managers and officers). Management processes such as
planning, organizing, staffing, directing, coordinating and controlling are used to
process input factors. Cooperative activities supportthe management process such
as providing funds and credits for farmers, marketing and processing agricultural
products from them, and educating and introducing new techniques to them. The
last products of the cooperative activities are efficiency, effectiveness, economy
and satisfaction. These are the economic and cooperative objectives.

The United States Department of Agriculture Rural Business Cooperative
Service (1990) also reported this problem. In the United States, not all coopera-
tivesacquire the leadership and financial ability to deal effectively with other firms
inthe marketplace. Because of alack of vision, leadership, managerial ability,
capital, or for other reasons, some cooperatives donot or cannot vertically integrate
their operations, either individually orjointly with other cooperatives in federated
associations. They donotacquire strength atthe processing or manufacturing level
where the real market power may be found in the industry.

Ifmanagers of Thai agricultural cooperatives are more innovative, there is
more likelihood their cooperatives will adopt information technology in order to
improvetheir business. Innovativeness of members of Thai agricultural coopera-
tivesisnotincluded inthisresearch project. However, there is evidence that positive
innovativeness by members of agricultural cooperatives can helpmangers inrunning
businesses efficiently. Positive innovativeness by members of agricultural coopera-
tives can affect the decision making of managers to use information technology in
their operations.

Members are sometimes lacking their spiritof cooperation. Creditis one of the
major businesses in Thai agricultural cooperatives. Tapsawat (1999) explains that
the main purpose of farmers in becoming members is to borrow money from
cooperatives. They are notinvolved in the process of developing and improving
cooperatives. The Cooperative League paper (1992) argues that members
(farmers)are unmotivated in developing their cooperatives and helping themselves
because they think governmentshould help thematall times. On the other hand,
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based on American experience, Anonymous (1996) and Somjee (1996) report
thatthe Farmland cooperative system has grown to become the largest farmer-
owned agricultural cooperative inthe U.S., with sales in 1995 totaling $7.3 billion
and business conducted inall 50 states and withmore than 70 countries. Farmland
ismore like alarge agribusiness thanitis like other producer-funded associations
where producers and the board might make marketing decisions. These directors
hirethe president/chiefexecutive officer—who has the responsibility to run the day-
to-day operations of Farmland—and vote to approve a strategic plan, which gives
Farmland’s managementstaffits direction. The individual board members are not
involved indeveloping specific marketing strategies.

Farmlandisasuccessinits operation because members (farmers) are involved
incooperative development. The United States Department of Agriculture’s Rural
Business Cooperative Service (1990) argues that successful cooperatives often
develop leaders among directors, managers, other employees, and members, by
participating inbusiness decisions onademocratic basis, become more self-reliant
and informed citizens in their communities.

Business Size

Businesssize candistinguish Thaiagricultural cooperatives thatuse information
technology intensively from those thatuse it lightly (Chieochan, Lindley & Dunn,
2000b). Larger organizations are more likely to use information technology
intensively. Rogers (1983, 1995) notes thatbusiness size of an organization has
consistently been found to be the best predictor of organizational innovation. He
notesthatsizeisavariable thatis easily measured, and presumably with arelatively
high degree of precision. So size has been included for study in almost every
organizational innovativeness investigation.

There is some evidence from other types of organizations in other nations to
explain that business size influences the use of information technology in the
organization.

Thong and Yap (1995) found that business size is the most significant
discriminator in determining the use of information technology in Singapore.
Wierengaand Ophuis (1997) note that the size of organizations is positively related
toinnovation. Baker(1990)inhisresearch in New Mexican agribusiness found that
the agricultural businesses that have more members are more likely to adopt
informationtechnology.

One explanation by Thong (1996) and Raymond (1990) is that larger
organizations usually have more organizational and financial resources and greater
professional expertise. In Thai agricultural cooperatives with alarge number of
members (farmers), the size of the organization is increased; organizational
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structures become more complex and coordination of work activities more
complicated. Increasing the size leads to economies of scale, which enhance the
feasibility ofadopting information technology. The large volume of information
processed by large organizations gives them the advantage of scale. For thisreason,
Thai agricultural cooperatives have an opportunity to start using information
technology. Afterthatorganization’s gain, itaccumulates experience and clearly
sees the benefits.

The advantage of using information technology intensively is perceived in
cooperative operations. On the other hand, Yap (1990) explains that small
organizations have more difficulty justifying investment ininformationtechnology.
They faceanumber of problems arising from limited financial and humanresources.
Thong (1996) reports that small business in Singapore suffers from resource
poverty such as financial constraints, lack of professional expertise, and suscepti-
bility to external forces due to operating ina highly competitive environment. They
watch their cash flow carefully, do not have the necessary in-house information
technology expertise, and tend to have a short-range management perspective with
regard to information technology implementation. Yap (1986) says that small
businesses also tend to choose the lowest-cost information technology, whichmay
be inadequate for their purpose and to underestimate the amount of time and effort
required forinformation technology implementation. Thus, inadequate planning for
information technology increases the risk of implementation failure.

Small Thai agricultural cooperatives are concerned with different kinds of
problems in relation to their use of computers because they do have internal
technical supportintheir organizations. Gibson (1997) explains thatin developing
countries like Thailand, computer equipment and accessories tend to be farmore
expensive thaninmore developed countries. Inaddition, there is also the high cost
in establishing, adapting, developing, and maintaining information technology
systems. These can double the outlay as the overall sale is rather limited. Finally,
hiring expertemployees can berather costly. Only large organizations or govern-
mentagencies can afford these costs. Some Thai agricultural cooperatives espe-
cially smaller ones suffer from resource poverty such as financial constraints.
Sawatanon (1996, p.234) presents the figures that 50 percent of the income of Thai
agricultural cooperativesis frominvestmentbusiness, 30 percentis fromagricultural
products trading and 5 percent is from other businesses.

Because Thai agricultural cooperatives lack finance, they tend to employ
generalists rather than professional expertise to operate their businesses, including
usingand maintaining computers. Consequently, information technology isadopted
in Thai agricultural cooperatives with employees who are more knowledgeable
aboutinformation technology because they can reduce their budgets for computer
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training and maintenance. Moreover, a Thai agricultural cooperative employee’s
salary is less than an industry or company employee’s salary. Some employees
work in agricultural cooperatives to gain some experience, especially in using
information technology and then move to working in industries or companies
because their salaries are more attractive. As theresult, ifthe cooperative hasno
employees who are knowledgeable about information technology, the replacement
of computer officersneeds to be of concern. On the other hand, if cooperatives have
more employees who are more knowledgeable about information technology,
other officers canreplace the computer officer’s vacant position immediately.

Thong (1996, 1999) finds thatemployees who have more knowledge of IT are
more likely touse IT intheir firms. Gibson (1997) conducted research on the topic
of confluence of culture and information technology in Thailand. He (1997, p. 728)
explained thatone of the problems in Thailand is thatemployees’ lack of computer
knowledge makes them afraid of the technology.

Gibson (1997) extends his explanation by suggesting that the problem is
rooted inlack of appropriate training. Trainers only teach how to run the computer,
the meaning of some terms, and other basic computer ideas. Additional training is
needed, leaving mostusers confused. Moreover, the Thai computer industry lacks
experts whoare over 30 years of age, with enough experience to provide leadership
and direction. Thisis important for Thai companies, which have well-established
patterns and norms for working together in their organizations. Employees need to
actwithrespect, believe in, and obey their bosses, if they want to be promoted or
showany career advancement. They learn how to stand or sit properly when talking
and listening to their supervisors. This practice may have negative effects on the use
of information technology because it will not allow experienced information
technology professionals (who tend to be younger and more knowledgeable about
information technology)to serve in higher management positions. Itisareminder
thatin Thai society, younger people must show respectto older people, or those
havingahighersocial rank. Asaresult, the computer industry will nothave enough
experienced thinkers to steer the country in the proper directions for good
information technology development. Business size then is importantin forecasting
the likelihood and extent of the use of information technology in Thai agricultural
cooperatives.

Competitive Business Environment

This section examines the effect of competitive business environment on the
adoption ofinformation technology in Thaiagricultural cooperatives and suggests
that the environment of Thai agricultural cooperatives does not provide the
opportunity foradopting information technology.
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The New South Wales (NSW) Department of Fair Trading Consumer
Protection Agency (1998) argues that the cooperative form of enterprise is
specially suited formeeting the collective needs of members, be they producers,
consumers or workers. The basic objective ofa cooperative ismember service and
satisfaction, unlike ina company, whichis driven by the need to maximize profit.

The debate from economic and social viewpoints is presented in order to
supportthe theory thata competitive business environment does notinfluence the
use ofinformation technology in Thaiagricultural cooperatives.

Fromthe economic and marketing viewpoint, based on Canadian and United
States experiences Lang (1995) argues that agricultural cooperatives enhance the
ability of farm operations to survive on arelatively small scale by achieving scale
economies inoutputand inputoperations. Buthistory gives uslittlereasontobelieve
thatthis will occur as technology makes larger operations more competitive. Lang
(1995)asserts that technological change, the changing structure of agriculture, and
growing individualism are key threats to the future of cooperatives. This gives the
impressionthat, in his view, the industrialization of agriculture so limits the ability of
producerstoadd value through cooperatives that investor-owned firms will prevail.

Iwould agree that the most classical organizational performance is measured
by profits. Sataporn (1996) and Sawatanon (1996) note thata cooperative isatype
ofbusiness in which the main objective isnotonly economic (profits), butalso better
serving member objectives. Thai agriculture has an extra goal: organizational
performanceis notonly measured by profits butby the social benefits such as the
moral satisfaction of theirmembers.

The United States Department of Agriculture Rural Business-Cooperative
Service (1990) explains thatbenefits of cooperatives are difficult to measure. Most
benefits are evaluated in economic terms but some also may be social. Randall et
al. (1997) argues that fromasociological perspective there exist some conceptual
and practical dilemmas that occur within the theory and practice of the cooperative
movementand cooperative organizations thatdefine differing orientations between
the social and economic philosophies of cooperation. From the social viewpoint,
Thaiagricultural cooperatives are still considered as abenefittorural development.
Ifthere areno agricultural cooperatives, farmers have nowhere to borrow money.
Anonymous (1998) calls an agricultural cooperative a socio-economic organiza-
tion. Therefore, Thaiagricultural cooperatives are notaggressive inmarketing. The
Cooperative League (1992) argues that Thai agricultural cooperatives have less
competition compared to other types of business.

The main product for agricultural cooperatives isrice; they share the same
market. Moreover, all Thai agricultural cooperatives operate similar businesses
because they are regulated by the Thai government, which controls cooperative
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activities such as providing funds, credit for members, marketing, purchasing,
processing, services and land improvement and agricultural promotion (Sataporn,
1996). Sawatanon (1996) supports the finding that some Thai agricultural coop-
eratives have failed in their business because some activities, especially processing
agricultural products, are notundertaken. Therefore, Thai cooperatives get fewer
profits. The profits still belong to the middlemen. Onthe other hand, if cooperatives
developed their products, forexample by processing and packing milk, they might
be able get more profits than they do by simply collecting milk from farmers and
selling raw milk to the middlemen. Moreover, Chieochan, Lindley and Dunn
(2000b) show that only 40 percent of Thai agricultural cooperatives provide
consultation and agricultural education services to members. Twenty percent of
Thaiagricultural cooperatives do not operate collecting and selling agricultural
products frommembers.

Nashima (1996) supports this finding. He reports on behalfofthe Japanese
agricultural ministry-affiliated National Research Institute of Agricultural Econom-
ics thatagricultural cooperatives should maintain their status as organizations for
farmers because no other financial institutions would lend money to farmers, whose
income tends to fluctuate from year to year. Randall et al. (1997) explain that
cooperatives are the places to provide training in democratic practice.

Cooperatives are considered as rural worker’s organizations. Egger (1992)
asserts thatrural workers’ organizations must be established and consolidated by
and forrural development, and this implies three consequences. In the first place,
the organization must not be modeled on the traditional trade union structure but
mustdevelopnaturally fromactivities associated with rural development—itshould
contain elements of the trade union, the cooperative and the service organization,
possibly enriched by local traditions. Secondly, it must be involved as deeply as
possible in all decisions affecting rural development, at several levels. Lastly,
indirect support for the creation of an environment favorable to the expansion of
grassroots organizations is justas important as direct support.

However, inordertosurvive, Lang (1995) suggests that many cooperatives
mustadd more value to their products as they compete in more refined consumer
markets with many different partners and in a global marketplace. Asacrossroads
in cooperative marketing development, this differs greatly from those situations
faced in the past. Atthis juncture, cooperatives have many more development
options thatappear as different possible partners, consumer products, markets,
and services. Rational selection among these options requires strategic planning,
strategic choices, and commitment by cooperative members to succeed in one of
many choices they make. Thisrequires an offensive, flexible mentality thathas not
characterized most cooperatives in the past. To this he adds that the ability of
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cooperative leaders to convince theirmembers to structure themselves as required
competing onmulti-commodity, value-added, and global bases. This requires more
aggressive marketing than most cooperatives have pursued in the past. Whether
they actaccordingly will depend upon cooperative leaders’ abilities to convince
members to become truly proactive, exploiting opportunities rather than choosing
among limited options and acting only out of necessity. To do so, they will have to
convince members that their best private interest is served by such efforts.

Interestingly, thisagrees with the findings of Thongand Yap (1995)and Thong
(1996, 1999). Thong and Y ap explain that in small businesses in Singapore the
competitiveness ofenvironmentdid notreally provide any direct““push” for business
to adoptinformation technology. They note that competitiveness of environment
mighthave indirect effects on adoption of information technology through the
CEQ’sattitude toward information technology adoption. Thai agricultural coop-
eratives however do not provide a competitive business environment and do not
advance the adoption of informationtechnology.

Information Intensity

Thaiagricultural cooperatives have similar information processing needs and
thatinformation concerning agricultural products alone, and members’ records,
does not warrant computerization. It can be another reason to explain why Thai
agricultural cooperativesare failures inusing informationmanagement. Thaiagricul-
tural cooperatives might not adopt computers for the purpose of information
management. Interestingly, this agrees with the findings of Thongand Yap (1995)
and Thong (1996, 1999). They explain that, in small business in Singapore,
information intensity had no direct effect on the decision to adopt information
technology, thoughitmay have indirect effects through the CEO’s attitude toward
information technology. A CEO’s attitude towards information technology is
positively correlated with information intensity. They also explain thatitis specu-
lated that an information intensive business sector may influence the CEO’s
perception about the adoption of information technology adoption.

Thereis another possiblereason to explain why information intensity does not
influence the use of information technology in Thai agricultural cooperatives.
Primozic (1991), cited in the National Institute of Development Administration,
Thailand (1997), classifies the level of using information technology in organizations.
Thereare five beneficial levels of information technology usage in organizations and
Primozic callsthem “waves ofinnovations.” The five are: reducing cost, leveraging
investment, enhancing products and services, enhancing executive decision-mak-
ing, and reaching the consumer.
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Inline withthe waves ofinnovations model, the TDRI(1997),and Malaiwong
(1999a, b) report that the main purposes of using computers in Thailand are for
producing documents and creating databases. However, there isalack of the use
of computers for the purpose of analyzing information for higher level of adminis-
trative and management and for reaching the consumer. The TDRI(1994; 1996)
supportsthe finding thatthe Thai government still uses traditional technology—such
asmessengers, telephone, telegraph, courier service—rather than using information
technology for their communications. Moreover the TDRI (1994) adds that
because of the lack of cooperation innot only the same government sectors, butalso
different sectors, there is fragmented application development for creating and
maintaining databases. Problems occur such as uncontrolled data redundancy,
inconsistent data definition, and inconsistent datamanipulation. Thai agricultural
cooperative might notknow how to organize and use information technology to
organize and manage their information.

CONCLUSION

Theadoption ofinformationtechnology is fundamental in e-commerce devel-
opment. Information technology and e-commerce has been used in both developed
and developing countries to support operational, tactical, and strategic processes
within organizations (Abdulgader & Kozar, 1995). Chau (1994) adds thatithas
been argued that organizations can improve their organizational performance and
increase their competitiveness with information technology.

Baker (1990) supports the beliefthat in recent years information technology
has become practical for all businesses. Agricultural businesses have been no
exception. The price of microcomputers has fallento alevel that system costisno
longer amajor limitation for mostbusinesses. Additionally, the increased “user
friendliness” of software, and the number of business applications available for
agribusinesses, have led many agribusinesses to consider purchasing amicrocom-
puter for the firsttime.

Some organizations are faster to introduce information technology than others
(Thong & Yap, 1995). However, Thai agricultural cooperatives are slow introduc-
ersof information technology and e-commerce.

The factorsthatencourage and inhibitthe use of information technology in Thai
agricultural cooperatives can beuseful to encourage Thaiagricultural cooperatives
touse information technology and apply e-commerce in their operations as well as
the whole nation. Thisunderstanding can apply to improve e-commerce develop-
mentin Thai culture in the future. These, factors from studies from Chicochan,
Lindely (1999), Chieochan, Lindley and Dunn (2000a, 2000b) and shows that
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national factors (e.g., national economic conditions, information technology and e-
commerce policies, social cultural factors and human resources in information
technology) as well as organizational factors (e.g., business size, competitive
business environmentand information intensity) are important for Thaiagricultural
cooperatives. Inaddition, the mostsignificant factor in deciding to use information
technology in Thai agricultural cooperatives is the decision-making characteristics
ofmanagers, particularly their information technology knowledge. Itisthemainkey
indistinguishing Thaiagricultural cooperatives using information technology from
thosenotusingit.

IMPLICATIONS

Implications for Thai Government

This chapter has argued that for the better information technology usage in the
whole Thai kingdom, information technology policy from the government s as
importantas English language.

Thai government information technology and e-commerce policy places more
emphasis ondevelopmentinside the country, particularly social development. Thai
government information technology and e-commerce policy also supports the
modernization process associated with the existing national development goals
established inthe current eighth national development five year plan. However, Thai
government information technology policy and e-commerce lacks encouragement
forthe wholenationto havebetter information and telecommunication infrastructure
asastrategy forbusiness developmentin order to gain business competition inside
and outside the country. Therefore, the Thai government should place emphasis on
providing better information technology and e-commerce policies to business
developmentas well as social development in the whole kingdom.

It is important to note that some of the success of the development of
informationtechnology and e-commerce in Singapore is due to the encouragement
thatthe government gives to foreign information technology experts to work in
Singapore. Englishis the official language in Singapore. Itis agreed that English
language is the dominant language for information technology and e-commerce.

Englishisnotanofficial language in Thailand. The Thai governmentshould give
more encouragement to Thai people to use more English. It might help Thailand to
better acquire information technology development and transfer. In addition, the

government might attract foreign information technology experts to work in
Thailand.
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Implications for Thai Agricultural Cooperatives

This chapter has shown that beside the characteristics of managers of Thai
agricultural cooperatives particularly themanager’s information technology knowl-
edge,employees’ information technology knowledge is also importantin driving
Thaiagricultural cooperatives to adopt information technology.

Information technology and e-commerce training for Thai agricultural coop-
eratives are needed. MacLeod and Chiware (1993) summarized some common
problems ininformation technology training thatare found in developing countries
suchasless practical experience of full information technology among senior staff,
no practical experience of information technology and few keyboard skills among
junior staff, different staffexpectations and learning methods. Those problems are
similar in Thai agricultural cooperatives.

Another considerable problem discussed by Hopey (1998) is that managers
and employees of Thaiagricultural cooperatives are considered as mature students.
Adults are motivated to learn when they can see that the time and effort devoted to
learning will pay off. Adultlearners have awiderange oflearning goals, and they
are not likely to waste time on learning tasks that are not clearly leading to the
achievement oftheir goals.

Therefore, before employees and managers of Thai agricultural cooperatives
areready to learn new skills and information for performing their tasks, they must
be educated about the logic behind the changes being imposed (Katz & Katz, 1996;
MacLeod & Chiware, 1993). The skill of the trainers, and quality ofthe trainees,
arealso equally importantin this stage (MacLeod & Chiware, 1993). Inaddition,
Bakerand Welsby (1997) believe that it is important to encourage managers and
employees of Thai agricultural cooperatives to have more confidence in using
information technology and adopting e-commerce.

Followinglearning the new software’s features and how to apply themto their
jobs,employees and managers of Thaiagricultural cooperatives musthave abasic
understanding ofhow to use the hardware and the software-operating environment
(Katz & Katz 1996; MacLeod & Chiware, 1993). Baker and Welsby (1997)
explain that once managers or employees have mastered the basics of computer
knowledge and learned some essential vocabularies of computers, it becomes
easier to advance the educational process. The continuation can often be done
through the use of tutorials offered with most packages at intermediate and
advancedlevels.

Afterthe training, Baker and Welsby (1997) suggest that it is necessary to
measure if training is adequate such as establishing feedback mechanisms and
training evaluation. McMurrer and Van Buren (1999) give the example of the
experience of the state of training in Japan. Itis evaluated with respect to:
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*  expenditures

*  non-financial measures
e deliveryandevaluation
s resources

*  innovativepractices

Inaddition, good training can be lifetime training. McMurrer and Van Buren
(1999) documented the experiences of training in Japan. The success of training in
Japanisthatemployers in Japan are well-regarded for their significant and long-
term commitmentto developing the skills of their workers. Consequently, not only
the Ministry of Thai Agricultural Cooperatives but also academic institutions
offering IT educationshould be involved inlifetime information technology training
for Thai agricultural cooperatives.

Bakerand Welsby (1997) and Wilson (1997) explain that the Ministry of Thai
Agricultural Cooperatives should provide opportunities formanagers and employ-
eesof Thaiagricultural cooperatives to further theirinformation technology skilland
knowledge development. MacLeod and Chiware, (1993) agree that training
should be considered to be a continuing process and extension of training beyond
those areas that are necessary forimmediate job performance. Messmer (1999)
gives some suggestions for the Ministry of Thai Agricultural Cooperatives such as
thatthe ministry should encourage computer-related and software course enroll-
ment formanagers and employees of Thaiagricultural cooperatives, consider tuition
reimbursement for continuing education, provide free or low-cost training offered
by colleges and universities.

Moreover, managers and employees of Thaiagricultural cooperatives should
provide the opportunity for the cooperative to network knowledge. Tobin (1998)
explains thatmanagers and employees of Thai agricultural cooperatives can share
theirknowledge innotonly cooperative businesses, butalso informationtechnology
knowledge.
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Chapter I11

The Implementation of
Electronic Commerce in
SMEs in Singapore

Wei-Chang Kong
The University of Melbourne, Australia

ABSTRACT

This chapter aims to understand the reasons for adoption or non-adoption of
Electronic Commercein Singaporean SMEs as well as explain the importance
of issues affecting adoption. The Singapore Government has consistently
focused on promoting informatization and information industry development
as a key thrust in the economic development strategy of the island economy
(IMCM, 1998). This chapter, in using a qualitative research method and in-
depth interviews with five SME participants, identifies both the success
factors that encourage adoption of Electronic Commerce and barriers to/
against adoption in Singapore. In conclusion, this study shows that the
aforementioned factors are inherently linked with the policy process.

INTRODUCTION

This chapter analyzes why small to medium enterprises (SMEs) in Singapore
have orhave notadopted electronic commerce, and explains issues affecting its
adoption. Inrecent years, the Singapore government has spearheaded the imple-
mentationofe-commerce in Singapore. SMEssstillhave notheeded the government’s
call. In a survey conducted by AC Nielsen, commissioned by the National
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Computer Board of Singapore, it was found that of 13 percentof 1,500 randomly
selected adults, only 6 percent made a purchase using the Internet (NCB, 1998).
The reasons for Singapore’s SMEs’ uniform and widespread unwillingness to
adopt e-commerce despite the government’s push, are still largely unknown.
Research published on the Singapore Government’s e-commerce web site (http:/
/www.ec.gov.sg) (also Singapore 2000, 1998a, b), has information only on
surveys showingthat Internetusers are still rather unsure of e-commerce, especially
towards Internet commerce. What is required is information from the SME’s
viewpoint. Already certain “seminal” advantages existin adopting e-commerce,
suchas: costsavings, improved productivity and streamlined business processes.
Thisresearch will obtainrelevant information fromselected SMEs in Singapore, to
better understand issues that have led to the current e-commerce situation in
Singapore.

The Singaporean Government has consistently focused on promoting
informatization and informationindustry development in the economic development
strategy of the island economy (IMCM, 1998). Among developing countries,
Singapore has achieved one of the highest rates of diffusion of information
technology (Wong, 1996; Wong 1998; Corbitt & Thanasankit, 2002). Singapore
has also beenregularly rated as maintaining among the best telecommunications
infrastructure in the world, according to the annual World Competitiveness Report
(International Institute for Management Development, 1996).

The “electric commercialization” of Singapore started in 1996 with the
National Computer Board (NCB) and with the e-commerce Hotbed Program
(ECH) tojumpstart the pervasive use of e-commerce and position Singapore as a
hub fore-commerce. Ane-commerce committee established six guiding principles
to promote e-commerce in Singapore:

*  Theprivate sector should take the lead

*  Governmentshould create a framework thatprovides certainty and reliability

*  Governmentshould provide asecure and safe environment

» Jointventure pilots and experiments between Government and the private
sectorare needed to expedite e-commerce growth and development

»  Innovative, transparentand liberal policies should be proactively pursued by

Government
+  Consistency with international regimes, international cooperation and

interoperability are necessary for e-commerce to thrive (National Computer

Board, 1998)

The borderless nature of e-commerce and the unique characteristics of the
Internet meant that there had to be proper legal, regulatory and enforcement
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procedures in place to complement the above six principles. An Electronic
Transactions Bill (1998) ensured thatacommercial code is in place to support e-
commerce transactions. This Act also empowers the public sector to accept
electronic filing and provides for public key infrastructures using certification
authorities. Besides enforcing the rule of law, the Act protects the interests of
network providers, in thatitdoes nothold liable an Internet Service Provider for
third party content outside his or her control. Due to the increased use of networks
and computer systems to engage in such transactions, the Computer Misuse Act
(1998) has beenupdated and intellectual property laws reviewed (e-commerce
Policy Committee, 1998).

Infrastructure services for e-commerce are essential for cyber traders, mer-
chants and buyers; thus, several secure on-line services are currently spearheaded
by the National Computer Board under the e-commerce Hotbed Program and
Singapore ONE to provide the industry with a host of e-commerce enabling
services. Examples of such include electronic payment services, electronic support-
ing services, technical standards, developing logistical support for e-commerce
activities locally and internationally, and enhancing overseas linkages (e-commerce
Policy Committee, 1998). Singapore ONE is a nationally initiated high speed
network that delivers a new level of interactive, multimedia applications and
services to homes, businesses and schools throughout Singapore (1-Net, 1998).

The government also has a vision of Singapore becoming the hub for
international e-commerce (Corbitt, 1999; Corbitt & Thanasankit, 2002). The
Singapore government is also spearheading the implementation of e-commerce
with the use of various grants and incentives, such as the LECP (EC) funding
program, for Small and Medium Enterprises (SME). This program scheme offers
financial incentives of up to S$20,000 for SMEs to adopt e-commerce.

THE ADOPTION OF E-COMMERCE

This exploratory study is concerned with understanding the impact of the
Singapore Government’s policy onadoption ofe-commerceby SMEs in Singapore.
Suchpolicy process, itisargued, reflectsunderlying ideologies and values (Kogan,
1975) thatdirect and dictate decision-making. Concepts such as power, control,
legitimacy, privilege, justice and equity affect the perceptions and ideological
judgmentsunderpinning the policy and perceptions of its meanings to those who the
policy is directed at. Thus, the policy process cannot be divorced from the
economic and political ideologies, conflicts and interests which are anintegral part
ofit(Corbitt, 1999). Understanding the nature of political action in policy becomes
crucial because the political sphere has the resources to make policy development
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and implementation more successful (Corbitt, 1999:3). Factors such as fear of
redundancy, fear of challenging an existing record, the ‘vested interests’ of
bureaucrats, routine, uncertainty, and the organizational costs of change have a
dramatic effect on what is intended in the solution of a policy problem.

Implementation takes place in a fluid setting. Implementation problems are
never “solved.” Rather, they evolve through amulti-staged (McLaughlin, 1987),
iterative process (Corbitt, 1997). Analyses of policy implementation problems
occur atboth the macro and micro levels. According to McLaughlin (1987:178),
the former operates atthe level of the system, stressing regularities of process and
organizational structures as stable outlines of the policy process and frame individual
actioninterms of position in arelational network; while the latter provides limited
guidance to policymakers faced with system-wide decisions. This review of
implementation literature will suggest the importance of having a well-rounded
implementation policy, whichinvariably determines the success factors thatencour-
age e-commerce adoption, or the barriers againstadoption. Concepts derived from
anunderstanding of the social, political and economic context of policy can assist
theresearcher in better understanding how reality is created in society, and how it
issustained.

McLaughlin (1987) claims thatimplementation success depends critically on
two broad factors: local capacity and will. However, there are other factors that
play animportantrole inensuring success. Beliefmay also be nurtured fromaction.
Forexample, ifinterested merchants receive grants or incentives fromthe Singapore
Governmentto setup e-commerce facilities, and they can see for themselves that
itis business as usual even with this new method of trading; then they might be
convinced ordevelop abeliefthate-commerce works. Even motivation or will is
influenced by factors beyond the reach of implementation: environmental stability,
competing centers of authority, contending priorities or pressures and other aspects
ofthesocial-political milieu can influence implementor willingness profoundly (Yin,
1981).

Experience (McLaughlin, 1987) has proven that successful implementation
generally requires acombination and balance of pressure and support. Pressure by
itselfmay be insufficient when policy objectives contain their own implementation
directions (Corbitt, 1997). Pressure per se cannot effect those changes in attitudes,
beliefs and routine practices typically assumed by reform policies. Furthermore,
supportisalimited strategy due to competing priorities and demands that operate
with the implementing system. Moreover, vague mandates and weak guidelines
provide opportunity for dominant coalitions or competing issues to shape program
choices. Balance is needed because pressure is required to focus attention on a
reform objective while supportis needed to enable implementation. In settings
where there is uneven consensus about the merit ofa policy or where policy aims
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at weak beneficiaries, pressure can provide necessary legitimacy for program
officials. Policy effects are indirect, operating through and within the existing setting.

Corbitt(1997)undertook a case study of the implementation, which focused
on the struggle for control and power, at the micro-political level, within the
implementation process. Ananalysis of thatimplementation process showed that
at certain times the power of the state was crucial and central, yet, at other times
the power of the state was decentred and significantly reduced, with power and
control ofpolicy beingrefocused at the institutional/organizational level. Ball (1990)
argues that implementation breakdown results from the effects of influence,
pressure, dogma, expediency, conflict compromise, intransigence, resistance,
error, oppositionand pragmatism. Communication ofideologies and arguments can
be deliberately distorted by misinformation to influence process and gain power
(Forester, 1989). Furthermore, Corbitt’s research study highlighted the iterative
nature of conflictabout the relative importance of one policy versus another. This
broughtaboutaction by the state to alter the organizations’ activities by bureaucratic
and authoritarian action (Corbitt, 1997).

Implementationand developmentis essentially political and non-rational (Self,
1981).Itisinfluenced by pluralistic inequality associated with sectional interests,
power and factions. Therealities of influence, political dogma, sectional interests,
conflicts, factionalism, pragmatism, self-preservation, financial constraints, errors
and misinterpretations all create a complexity in the policy process that denies
simplificationand generalization.

Therefore, we would suggest that the success of implementation depends on
the balance of power between the parties’ involved. The authority responsible for
e-commerce implementations in Singapore, the government (state) and other
stakeholders have to strike an agreement with each other and with certain parties
charged with well-defined roles, and an agreement to abide by the rules and
regulations. This is because the implementation process is influenced by, and
influences, human behavior. Individuals can subvert and/or avoid attempts at
regulation. Unintended, unanticipated or unacknowledged consequences often
result from human behavior within policy (Wallace, 1991).

The failure of information systems implementation has been linked with the
absence of an IS champion or change agent, lack of management support
(Ginzberg, 1981; Kydd, 1989; Corbitt, 2000), strain on already restricted
managerial time (Cragg & King, 1983), poor attitudes towards information systems
(Corbitt, 1997), absence of education and training (Cragg & King, 1983),
organizational problems (Markus, 1984), technical problems (Cragg & King,
1983), and perceived gaps between expectations of IS supporters and those
expected to use the system (Nichols, 1981; Kydd, 1989). On the other hand,
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research has shown that success in implementing IS in business organizations is
more common than failure (Kydd, 1989).

Success inimplementing intraorganizational informationsystemsisattributable
toanumber of success factors (Grohowski & McGoft, 1990), such as, organiza-
tional commitment, the existence of an executive sponsor within the organization
(Raymond, 1985), the existence of an operating sponsor within the organization to
provide quick feedback across the organization (Montazemi, 1988) and the
existence of dedicated facilities within the organization. Furthermore, software and
hardware support by suppliers and frequent access to software and hardware
developed by users, fastiteration of software changes throughout the organization,
the existence of training, outputs from the new system meeting managerial expec-
tations, and a positive evaluation of the costs and benefits of the information process
beingused canassistinattaining success. Cragg and King (1993) suggest thatthe
implementation of IT in small businesses occurs most successfully where there is
demonstrated relative advantage in terms of time saved, benefits accrued or
discomfort decreased, and where competitive pressure could be addressed asIT
was seen as an enabling technology that could make the firm flexible and profitable.

Corbitt (2000) suggests that there are two types of influences, internal and
external, which may be out of the control of an organization, in identifying the
barriers to both development of an e-commerce strategy, and its adoption and
implementation. Furthermore, uncertainty about what e-commerce was and how
itcould help was a contributing factor. Misguided conceptions that e-commerce
woulddeliverefficiencies, reduce costs, and improve service delivery all atthe same
time, was another mistake. Lastly, expectations of senior management perceived
as being economically rationalist, quality driven, rather than effectiveness, was
anothernegative force. Parr, Shanks and Darke (1999) and Duchessi, Schaninger
and Hobbs (1989) support this central importance of the role of management.

Inanotherstudy, Corbitt (1997) suggests thattwo common issues indicate the
success or motivating factors, and those factors which appear to inhibit the
implementation of, in this case, e-commerce in business organizations. These two
themes are uncertainty and equivocality. Uncertainty refers to the absence of
information and equivocality refers to the existence of ambiguity and the existence
of multiple, conflicting interpretations abouta given organizational situation (Kydd,
1989). Theresolution of uncertainty depends on knowledge and information as this
equips the manager or potential user of an e-commerce form with the power to deal
with and or understand that process. Equivocality suggests that some state of
confusion exists and that as a result, solutions require discussion and debate
suggesting “social interaction so thatintuition, judgement, and beliefs can contribute
tothe enactmentofashared interpretation” (Kydd, 1989). Daftand Lengel (1986)
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suggestthat the interaction of equivocality and uncertainty in organizations can
provide a useful model to understand the important role of information in the
adoptionand implementation of IT.

Corbitt, Behrendorffand Brown-Parker (1997) suggest that motivators are
essentially addressed by demonstrated relative advantage in terms of time saved,
benefits accrued or discomfort decrease, and where competitive pressure could be
addressed by IT, whichis seen as enabling technology that makes the firm flexible
and profitable. Cragg and King (1993) further suggest that the owner should be
enthusiastic towards the technology. Poon and Swatman (1999) suggest that itis
possible that governments perceive global competitive pressure and are using
Internetcommerce ““as enabling technology’’ to make their economies “flexibleand
profitable.” On the other hand, in addressing the inhibitors, knowledge and
information must be existentto managers and potential users. This knowledge and
information equips them with the power to deal with and understand organizational
processes, discussion and debate. Thus intuition, judgement and beliefs can
contributeto the enactment ofa shared interpretation, eliminating equivocality.

Adopterand driving factors can be identified under anumber of categories.
Internal influences are those which occur within the organization, and existin the
form ofmisguided conceptions, lack of knowledge, and even politicalmotives. The
latter influence originates from outside the organization, and sometimes they are
uncontrollable. In order to move a step forward, as much uncertainty and
equivocality should beresolved within the organization. One way is to demonstrate
the advantages and benefits gained, addressing the motivating factors. Most
importantly, both government policy and management action and response play
significantand valuablerolesininfluencingimplementationsuccess. Theyhavetobe
there to provide support, both technical and emotional, to staffin the implementa-
tion.

RESEARCHMETHODOLOGY

The aim ofthis study is to develop an enhanced understanding of the factors
that affect e-commerce policy adoption in Singapore and attempts to identify
apparent shortcomings in government policy. The drawing of implications, con-
cepts and themes from the resultant data requires a philosophical and qualitative
perspective.

Qualitative research is used to answer questions about the nature of phenom-
ena with the purpose of describing and understanding the phenomena from the
participant’s point-of-view (Leedy, 1997:104). Qualitative research studies may
be done via various methods including the case study. Orlikowski & Baroudi
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(1991), Benbasat et al. (1987), and Myers (1997) argue that this method is
particularly appropriate for the study of information systems development, imple-
mentation and use within organizations. Case study research canbe used in various
ways from within differentresearch perspectives using a variety of data collection
and analysis methods, producing diverse types of research outcomes (Cavaye,
1996). Itshould be used where anunderstanding of interactions between informa-
tion technology related innovations and organizational contexts isneeded. Darke,
Shanks and Broadbent (1997) argue that case study research can be used to
provide descriptions of phenomena, develop theory and test theory. Furthermore,
case study research has frequently been related to description and with theory
development, where it is used in the justification and substantiation process of
hypothesis generation and for exploration of areas where existing knowledge is
limited (Cavaye, 1996).

Yin(1994:13)defines case studies as “an empirical enquiry that investigates
a contemporary phenomenon within its real-life context, especially when the
boundaries between phenomenon and context are not clearly evident.” Case
studies are especially effective for studying the subtle nuances of attitudes and
behaviors, and for examining social processes over time. Thus, the chief strength of
thismethod lies in the depth ofunderstanding that it may permit. Its flexibility means
that the research can be modified at any time. Case studies are appropriate for
studying topics where attitudes and behaviors can best be understood within their
setting. Itis especially appropriate for studying social processes over time (Babbie,
1979:206).

Interpretivistresearchers tend to see the world as an emergent social process
which is created by the individuals concerned. Social reality, insofar as it is
recognized tohave any existence outside the consciousness of any single individual,
isregarded as being little more than anetwork ofassumptions and inter-subjectively
shared meanings. The ontological status of the social world is viewed as extremely
questionable and problematic as far as theorists located within the interpretive
paradigm are concerned. Such philosophers and sociologists seek to understand
the very basis and source of social reality. They often delve into the depths ofhuman
consciousness and subjectivity in their quest for the fundamental meanings which
underliesocial life (Burrell & Morgan, 1985:28-31). Since this study is contextual
in nature, an interpretivist approach is appropriate here. Such data collection
requires the development of textual data and in this study that was collected by
interview.

Informal, partially-structured interviews were conducted with five SME
CEOs in the development and implementation of this study. These included
executives who were involved directly or indirectly with the implementation of
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informationtechnology and/or strategic planning services in the company. Accord-
ingto Walsham (1993), limited numbers of observations may not inhibit one in
generalizing the findings. Furthermore, large amounts of generalization do not
necessarily lead to more meaningful generalizations. Generalization from indi-
vidual or many cases does not necessarily depend on statistical validity, but the
plausibility and cogency of logical reasoning used in describing and drawing
conclusions from them (Walsham, 1993). Three criteria were used to assistin the
selection of potential participants in thisresearch: size, designation, organization
typeand industry.

The interviews were taped, then transcribed and handed back to the respec-
tive respondents for confirmation. Upon receiving confirmation, a matrix was
developed to enable both within and across case analyses. This form of data
analysis enables theresearcherto seek outand verify themes within text. This study
usedareiterative analytical technique of taking the literature review and applying it
tothedatacollected. Fromsuchahermeneutic analysis of text (Lee, 1994) meaning
and interpretations were derived until conclusions or theorizing suggests further
reinterpretation.

Although the companies being researched are SMEs, such companies vary in
size. Itwas decided to select managers of organizations that were of varied sizes,
as each organization had different levels of spending power and personnel with
differentqualificationlevels. Forinstance, Tel YP was asubsidiary ofagovernment-
linked corporation, while Malleables was seen to be amore traditionally run, family-
based company. It was decided that one company each from the manufacturing,
trading, telecommunications, farming and transport industries was to be chosen.
Different organization types were chosen so that varied opinions could be sought
fromas many industries as possibleto gainincreased understanding onanationwide
scaleandnoton an industry-specific scale. No firm conclusion is presented as the
sample is too small to make any such propositons. However, the data suggests
sometrends that will frame a further study ofalarge sample of SMEs in Singapore.

RESEARCH FINDINGS
Electronic Commerce and Inhibitors and Adopters
for SMEs
Two of the companies in this study have adopted B2C e-commerce. In
Busco’s? case, external influences affecting the adoption included the Internet’s
increasing popularity and therising number of Internet users. As thenumber of users
increase, with the popularization of the Internet, it creates a demand for B2C
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services. Within the organization, management perceiveditasa formofproductivity
gain—abenefit. To the customer, Busco’s model of B2C, was a conduit for faster
feedback and allowed the company to offer special services to the registered
customer, thus promoting the notion of customer service.

1 think the Internet is getting popular. There are more and more
such Internet users in Singapore. It’s growing. It is also one of the
ways where the consumer is able to...where we can look at some
form of productivity gain over at our site. Today we have to employ
customer service agents to key in the information. If we are able to
do a full B2C transaction, then we can do away with some
workload at the back-end, at the control centre (operations). So
this is one of the benefits that we are looking at. Of course, the
Internet provides the opportunity for us to get quicker feedback
from the customer. (Mr. Tan, Busco Holdings Pte, Ltd.)

...With the account number, we can track more closely, in terms of
the usage. We are also thinking of personalizing the service, in one

of the earlier plans that we had. Once the person has registered, we
can go to the extent to offering him some extra services. Maybe on

his birthday we can offer discounts, [or] things like this. (Mr. Tan,

Busco Holdings Pte, Ltd.)

InTelYP’s case, adoption was focused more towards the external situationin
Singapore, where Singaporeans have to be educated on when and how to use e-
commerce for trading via Business-to-consumer (B2C) or Business-to-business
(B2B). Mr. Han suggested that this was because of the current attitudes and
consumer behavior of Singaporeans and their attitude towards e-commerce. Mr.
Hansaid thatresearch had discovered that the ages of online shoppers in Singapore
were between 18—30+. According to Mr. Han, he attributes thatas acquiescence
with a fad or new lifestyle. This is important because when people regard e-
commerce as a fad or lifestyle change, it is a sign that e-commerce may be more
accepted/adopted amongst other people, as itis human nature to be fashionable.
Forexample, local banks, such as the Development Bank of Singapore (DBS) are
takingthe initiative by settingup clearinghouses (IBEXCo, http://www.ibexco.com)
for B2B e-commerce transactions. They are offering to place selected customers
onthe Internetbecause they realize that Singaporeans trustbanks. Atthe same time,
merchants haveto be convinced that there is profit to be made and the need to build
up a pro-e-commerce culture among Singaporeans. This has to be done using
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certainmerchants offering free delivery to customer’s homes so customers can see
the benefits of purchasing via B2C e-commerce. This view was expressed by Mr.
Han of Tel YP Pte, Ltd. Notwithstanding that, the good name of the merchant
enhances thebuildingup process. ‘Pure play’ merchants help fostera culture from
the inherent flexibility in their business.

Mr. Hanalso suggested that Singapore’s financial, transportation and commu-
nication infrastructures can be exploited to attract overseas buyers and gain their
trust. Mr. Han argued that the government may also extend ‘double taxation™ to
companies who advertise on approved web sites.

The literature on adopters focuses on organizational aspects. Many of the
factors identified in that literature do not apply to two of the cases studied, Busco
and TelYP. Forinstance, there was little or no mention of an operating sponsor
within the organization providing quick feedback across the organization, the
existence of dedicated facilities within the organization or the existence of training.
Thisis anarea where furtherresearch is needed. Instead, Busco’s willingness to
adopte-commerce was evident through demonstrated relative advantages. For
example, productivity gain (time saved) and other benefits accrued, such as an
enabling technology, making the firmmore flexible and profitable.

In fact for our business, if you strictly look at public transport
alone, then I would (say) things that is important is that we can
provide real-time information for our passengers, where they are
able to get up-to-date information regarding our services. (Mr.
Tan, Busco Holdings Pte, Ltd.)

Similarly, Tel YP’s experience shows that training must be in existence. A
positive evaluation on the costs and benefits will encourage more adopters. Again,
there mustbe demonstrated relative advantages such astime-saving and discomfort
decrease. An example of discomfort decrease is the merchant’s ability to help
organize the customer’s life as seen in the quote below:

So I think in terms of usage wise, the merchants themselves as well
as the intermediary bodies, like us, who are halfpure play and half,
in terms (are) retailers, media owners at the same time, we have to
promote. Promotion wise, you inculcate, drum in them the habit of
using (e-commerce). (Mr. Han, TelYP Pte, Ltd.)

However, from the information gathered fromthe interviewees, itis apparent
thatthe governmenthas covered much of the initiation process in terms of legislation
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and the establishment ofa safe and conducive environment. The government can
play aroleinthis by advocating the convenience and security of using the Internet
topurchase certain governmentservices, while merchants may need to advertise on
the printand television media that same convenience and security provided inusing
the Internet to purchase or sell goods of interest. Such problems in changing the
mindsets were mentioned by Mr. Han.

So in a nutshell, basically as we move from print to electronic
modes, we will find that there’s actually in our culture here, the
problem of trying to get the people who are print-oriented to the
electronic orientation; that’s one of the challenges and issues we
face. (Mr. Han, TelYP Pte, Ltd.)

Non-adopters had similar responses. Again, management had to perceive a
need, ademonstrable advantage, before the adoption process could begin. Pontif
Industrial Products and Grand Lakes Fisheries have decided to focus on the
customer relations, ifthey adopted e-commerce.

Iwould say more on our, not so much on our supply chain side but
more on our customer side. An online inventory checking, so we’ll
Just link up inventory systems, and pricing. Lots of times, customers

call up just to request for price, things like that. So, it’ll be good,

if, let’s say customers can just come in through the Net, check out
the latest pricing, log in their order, check on availability, that
would save on a lot of our paper work also. (Mr. Lim, Pontif
Industrial Products Pte, Ltd.)

Eventually, you have to provide very good service by giving them
a lot of information, and that can be done through the Net. A lot of
business transactions, you can get it done through the Net to save
costand time. So the speed of transaction is very fast, you definitely
have to keep this in mind. In the next millennium, there is going to
be a change in how we do business and I don’t consider myself as
trader, but of things is we buy in things, we add value and then we
sell. In orderto give our customers better service—more information
— we just have to go into the Net and create some things for them
to rely on our service. That’s more immediate because they can see
and they can place orders. The most important thing, once they are
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used to your system, you can actually lock in a customer. For them
to move to another supplier with a similar level of service, it’s quite
difficult. Most probably, they will stick with you. (Mr. Yeap, Grand
Lakes Fisheries Pte, Ltd.)

Aninteresting response from both SME managers was that they felt B2C e-
commerce will be successful ifthey were engaged in selling merchandise to end-
users or thatifthe merchandise was ‘dead.’ The latter merchandise refers to goods
where value need not be added to them before being sold to the end-consumer, for
example, paper cups. The manufacturer ormerchant can conductadirect sale to
the customer, withouthaving to go through an intermediary in the supply chain. Cost
savings and time saved in transacting business were mentioned as demonstrable
advantages by Mr. Yeap.

Barrierstotheadoption of B2B e-commerce were mainly attributed to the lack
ofbusiness partners and other companies taking itup, and also the current attitudes
and confidencelevels of Singaporeans towards e-commerce. Thisisevidentin B2C
e-commerce where, although the number of credit card owners is quite high, not
many people see the benefits of using them as amode of payment for e-commerce.

Although the number of people having credit cards is, I'm not too
sure if 'm right, quite high in Singapore, but this mode of payment
overthe Internet is not something that is common, here. So if you re
talking about performing a transaction over the Internet, then
consumer behavior and the confidence level of these people using
some of these payment modes must be there. (Mr. Tan, Busco
Holdings Pte, Ltd.)

Busco decided to put current resources into the upgrading of present
information technology systems. This served as atemporary barrier. While the
adopters saw aneed, the non-adopters perceived none. Loss of business flexibility
interms of trading with specific customers was another major factor.

...although you can have password, dealer planning, but then
again, certain things are sensitive and there are cases that you
know, (we) have to give different prices to different customers and
it’s not a straight forward case. You know some customers get bulk
discounts, things like that, so it’s not nice for the customer to
know... (Mr. Lim, Pontif Industrial Products Pte, Ltd.)
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Many still prefer the traditional way of putting in an order. This was attributed
toa ‘fear of change’ mentality. The current legal framework isnot comprehensive
enough to deal with discrepancies ininternational transactions. Security problems
were equally applicable to a corporate and individual user of the Internet.

But currently if I (on behalf of my company or myself) were to buy
something off the Net, in say, South America, and if the goods don’t
arrive, there’s something wrong, there’s nothing I can do about it?
Because...is that the case? That transaction is not being recognized
through the Internet. (Mr. Lim, Pontif Industrial Products Pte,
Ltd.)

Lack oftechnical know-how, an inexpensive infrastructure for SMEs to use,
and lack oftrained personnel were other important factors. Inaddition it was said
thatnotall clients canmigrate over to the e-commerce market, as their services may
notbe fitforitatthistime.

Peculiarto Mr. Yeap’s business are his products—Ilive animal species. These
require special precautions to be taken while in transit. His marketis mainly outside
of Singapore, in Europe. However, certain European countries are still ignorant
aboutthe use of the Internet for trade. Even to maintain a B2B connection to the
US, anInternetsavvy country, isnotcosteffective for Mr. Yeap. The sluggishness
inderegulating the banking industry in Singapore only means thatbanks are reluctant
to introduce products to support merchants interested in e-commerce. Transpor-
tationand logistics costs are notamajor factor compared to other bigger overseas
countries. While merchants hope to increase their level of customer service viae-
commerce, a possibility exists thatiffish are sold over the Internet, there will beno
one to explain how to keep and protect the fish and this would have a detrimental
effect. Finally, cultural and language problems exist for certain countries.

If each country creates their own Internet based on their own
language, then you still face a cultural problem, a cross-cultural
problem. So you cannot say the border will not disappear. (Mr.
Yeap, Grand Lakes Fisheries Pte, Ltd.)

These issues inthemselves raise questions of uncertainty for the merchants
undertaking e-commerce and result in them being equivocal about whether e-
commerceisreally an effective business tool for them.

Copyright © 2003, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of Idea Group Inc. is prohibited.



The Implementation of Electronic Commerce in SMEs in Singapore 65

Electronic Commerce Policy Adoption — Uncertainty and
Equivocality

Policy implementation has been subject to many interpretations. We have
arguedin this chapter that policy does nothave a fixed “beginning” and “end,” and
that it is not a straight-forward linear process (Stroeken & Coumans, 1998).
Instead where appropriate, organizations may skip certain stages, highlighting the
inappropriateness of linear thinking (Woolgar, 1998). Moreover, empirical studies
have shown that failure in policy adoption was discovered in the initiation, diffusion
or control stages of the process. From the case studies, it was apparent that the
initiation process by the government had created sufficient foundations. Despite
this, SMEsare stillambivalentabout adopting e-commerce and this implies that the
diffusion process was deficient. In addition, the government has no idea how to
overcomethisinertia fromthe private sectorand so implies that the control process
isalsodeficient. Since the crux of implementation failure, in this case, lies in the
diffusionprocess, itonly substantiates the fact that that stage isnon-linear and it is
continuallyiterative.

Bothuncertainty and equivocality were evident where the Singapore Govern-
ment favored research and development projects and required companies to
employ external consultants. Thus, whilethe governmentis encouraging SMEs to
adopte-commerce, the SMEs find thataccepting the policy comes with numerous
terms and conditions, which are not favorable to the latter. Moreover, the
government cannot expect merchants to adopte-commerce when other merchants
and consumers have not. As such, the policy process did notallow local capacity
to be easily built-up within the organization and this affected the organization’s
willingness to adopt. Equivocality is evident because SMEs are faced with
conflicting interpretations about government policy.

Oh yes, (the) Singapore Government is quite proactive in all these
areas. There are quite a number of schemes available but some of
the schemes have conditions that we have to meet before we can
qualify for it. Most of the sponsorship schemes that they have or
some of the conditions are meant for projects that are R &D
related. This makes it difficult for an organization like us to make
use of it, or qualify for it. If you are more in the R &D areas, then
your chances of actually getting the grants or qualifying for the
scheme is higher. (Mr. Tan, Busco Holdings Pte, Ltd.)

The lack of confidence and technology mentioned by the SMEs suggests that
uncertaintyisalsoevident.
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...ifyou are talking about (the) consumer, certain kinds of services
that we are going to provide over the Internet, it also depends on
the confidence level of the people, and also the technology available.
(Mr. Tan, Busco Holdings Pte, Ltd.)

The study has also shown that the apparent lack ofimmediate success of policy
implementationisrelated to the effects ofinfluence, pressure, and dogma on the part
of government, andresistance and opposition from the SMEs. Financial constraints
within SMEs was another reality which apparently affected adoption. Process
innovation or product innovation, such as the suggestion of a cost-effective e-
commerce infrastructure for SMEs touse, may improve the likelihood ofadoption.
Mr. Yeap suggests:

But I myself cannot live in a world they (the government) are
thinking about, my customers also have to do that...Unless you
provide them with a good solution as to how to transact over that
and also respective countries, the setting up of this kind of
infrastructure, it’s cheap enough for them to jump in; or else it
takes a lot of time to persuade them. (Mr. Yeap, Grand Lakes
Fisheries Pte, Ltd.)

The slowness inpolicy implementation can beattributed toamixture of internal
and external influences. For instance, internal influences were evident in that people
had various expectations, sometimes preconceived, of whate-commerce may or
maynotdeliver. There were other interests within the organization influencing senior
management about information direction and limitations within the organization
abouttechnological levels of structures and processes. For instance, the information
direction within Busco Holdings was evident in their desire toupgrade their current
information technology systems first. Mr. Han mentioned that the “acrobatics”
behind implementing e-commerce systems created aphobiaamongst SMEs, which
shows thatthey have limited technological levels of structures and processes. On
the other hand, external influences were evident in the apparently perceived
inadequacy ofthe Electronic Transactions Act 1998 and the lack of understanding
of what should be done to counteract the inertia among SMEs. Mr. Lim’s
expectation that his customer base is not ready for e-commerce and there are
indications thate-commerce is not high on his list of priorities seen in the usage of
“thise-commerce thing.”
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Why didn’'t we adopt that (e-commerce)? Firstly, we don’t see any
need at this point in time for EC. (The) reason being we do not think
our customer base will take on...they’re not ready for this e-
commerce, to take on this e-commerce thing at the moment. As and
when the need arises, we will (be) more than willing to try out the
e-commerce thing. (Mr. Lim, Pontif Industrial Products Pte, Ltd.)

Mr. Limwas also concerned thatthe ETA 1998 isunable to provide sufficient
legal recourse in case of disputes or discrepancies with an overseas merchant.

But the government, they want to set up an Act for it, is it within
Singapore, the context of Singapore, or global? Because, I know
there is no way you can, there’s no way to govern the Internet. (Mr.
Lim, Pontif Industrial Products Pte, Ltd.)

Anotherinstance of an internal influence was evidentin Mr. Tan’s company,
where currentresources had been committed to other projects, thus influencing
information direction.

Perhaps, our resources have been put into upgrading our present
IT systems. It’s not so much impeding factors, but we have other
priorities. Perhaps, when we have completed the other project
which is so resource-intensive, we can have some resources to look
at this in the organization. (Mr. Tan, Busco Holdings Pte, Ltd.)

Mr. Lim was asked to comment on his knowledge of cost of set up: was it
factual or was it his impression? His reply signified that he had preconceived
expectations about cost.

Author: This issue on cost, is that an impression you have or is it
factual information that you have read up on?

Mpr. Lim: A bit of both.

There was some divergence from existing theory. This was evident in the
responses from the adopters. The reasons given for adoption had little to do with
organizational commitment, or with the existence ofan executive sponsor withinthe
organization. Instead, the reasons identified tended to relate more towards
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demonstrablerelative advantages, and addressing competitive pressure via infor-
mationtechnology.

We are also thinking of personalizing the service, in one of the
earlier plans that we had. Once the person has registered, we can
go to the extent to offering him some extra services. Maybe on his
birthday, we can offer discounts, things like this. (Mr. Tan, Busco
Holdings Pte, Ltd.)

An online inventory checking, so we’ll just link up inventory
systems, and pricing. Lots of times, customers call up just to
request for price, things like that. So, it’ll be good, if, let’s say
customers can just come in through the Net, check out the latest
pricing, logintheir order, check on availability, that would save on
a lot of our paper work also. (Mr. Lim, Pontif Industrial Products
Pte, Ltd.)

The interviewees suggested that a lack of access to government grants and
incentives, could be areason why there is lack ofadoption of e-commerce among
SMEs. Although the interviewees acknowledged that the Singapore Government
was highly proactive in promoting the adoption of e-commerce, Mr. Tan from
Busco Holdings and Mr. Y eap from Grand Lakes Fisheries suggested that certain
conditions that their e-commerce projects had to satisfy made it difficult for
companies like them to qualify for them due to government’s perception of
legitimacy, privilege and equity. Itis evident from the Tel YP web site that many
SMEs are quite receptive in using such intermediary services to promote their
products and yet the government does not appear to be addressing the needs of this
rapidly growing area. In another study Chua, Ng and Tan (1999:44) did not
recognize thisasabarrier to e-commerce adoption. ‘Security of payment’ emerged
asthenumber oneranking barrier. This was followed by, in descending order: the
‘uncertain future of e-commerce’ and the ‘lack of expertise’ available.

Onerespondent, Mr. Yeap, expressed concerns about international trading
issues. The Electronic Transactions Act(1998) was enacted to putin place the legal
framework, which provides for certainty, predictability, and clarity of the rights and
obligations of the transacting parties within the domestic arena. However, it fails to
address the needs and concerns of international trade done electronically. The
security of cross-border transactions is easily compromised without a separate
pieceoflegislation guaranteeing the rights of the overseas merchantand local client.
Moreover, both parties have to abide by it, and problems where international law
isconcerned may need to be addressed first.
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CONCLUSION

The barrier factors identified in this study focus on a mixture of technical
problems, absence of education or training, organizational problems, poor attitudes
towards e-commerce, strain on restricted managerial time, lack of management
support, and an absence of an Information Systems champion or change agent.
Despitethe government’s action, e-commerce is still not fully understood within
organizations, as is evident when merchants are waiting for the environmentto build
itselfup. This is supported by another study (Chua, Ng & Tan, 1999:46) which
showed that most respondents tended to be in the ‘neutral’ range where there
willingness to adopt e-commerce was concerned. This may be attributed to the
various expectations people have about what e-commerce may or may notdeliver.
AsBuscohad putresources intoupgrading their current information technology, it
could be seen as other interests within the organization influencing information
direction dueto the various expectations that Busco’s management may have had.
The Electronic Transactions Act(1998) appears asifitmay notbe comprehensive
enoughto coverdisputes ininternational transactions. Thus, itmight be suggested
thatuncertainty and equivocality about adoption of e-commerce exists within the
studied organizations. The government appears to have alack of understanding
about what should be done to counteract the apparent inertia in adopting e-
commercein SMEs. Thereisageneral lack of self-confidence and anunwillingness
to move out of a “rural comfort zone” among the management of those SMEs
interviewed.

While the Singapore government has been spearheading the implementation
ofe-commerce with various incentives, thereis still alack of adoption among most
SMEs. Theanalysis inthisresearch suggests thatthis may be attributed toa deficient
diffusion process onthe partof government. However, an alternative reason could
be the focus on resolution of the Y2K problem among SME companies in
Singapore.

The problems identified in this policy process can possibly be attributed to a
poor or incomplete diffusion process (Stroeken & Coumans, 1998). Either the
Singapore government has failed toreiterate the purpose and benefits of implement-
inge-commerce withinthe organization, or factional interests (Self, 198 1) withinthe
organizationinfluencing information direction may impacton the diffusion process.
Furthermore, other research argues that implementation problems are never
“solved,”becausethey evolve through amulti-staged (McLaughlin, 1987), iterative
(Corbitt, 1997) process. These case studies report SMEs either beginning orabout
tobeginadoption of e-commerce. The details in the data collected in this study and
reports from the National Computer Board (1999) demonstrate that the
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government’s diffusion of propaganda on the benefits e-commerce is evolving
through a series of stages and is a continuous process. This process will continue
until the SMEs consider it to be anorm.

It can be suggested that the policy process is wrought with underlying
ideologiesand values (Kogan, 1975), directing and dictating the thrust of decisions.
The Singapore Governmenthas adopted deliberative and purposeful policy tomeet
their stated objective of making Singapore a ‘hub’ for e-commerce. Within this
policy those perceptions of power, control, legitimacy, privilege, justice and equity
are established as ideological judgments within the policy. However, acceptance of
policy handed down in such form will affect the person(s) to whom the policy is
directed. Such judgments made about policy are subjective in their meanings and
adoption can be delayed by real concerns, especially when business outcomes can
be affected. This was apparent in the interviews with the SME managers who
participated in this study.

The study has shown that the policy process cannot be divorced from the
economic and political ideologies, conflicts, and interests. Singapore may have
achieved one of the highest rates of diffusion of information technology, but it
certainly has notachieved highrates of policy diffusion in this area. In fact, the
government has not properly addressed the post-diffusion process of control. A
possiblereason* forthe latter is that most organizations in Singapore are concerned
in addressing the Year 2000 (Y2K) problem which is plaguing information
technology systems. Itisnotevident what supportthe governmentis willing to offer
those companies who have accepted the grants. It might be suggested that the
government’s action in Singapore is a form of over exertion of power and control
on the part of government and this undermines the initiation process. The case
studies in thisresearch have demonstrated that individuals will seek to subvert the
legislation processif government exercises overtpowerand control over a group(s)
ofpeople, supporting previous research by Corbitt (1997) and Ball (1994).

The central concern ofthis study has been with gaining some understanding of
the policy implementation process of the Singapore Government withrespectto e-
commerce. This study has attempted to uncover some understanding of the
associated adopter or inhibitor factors in Singapore SMEs. The study told the story
of policy implementation in anationwide setting from the perspective ofthe five
SME interviewees and survey respondents. The most significantissue to emerge
from the study was theamountof proper planning and tenacity involved inthe policy
process. The Singapore government has left the development of e-commerce
largely up to the private sector, with the government constructing the foundations.
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ENDNOTES

Thisisarewritten and updated version ofa paper originally presented atthe
Bled E-commerce Conference in Bled Slovenia, June 2000.

These are pseudonyms. Throughout this research project, names of people
and the SMEs involved have been given alternative names.

To encourage adoption of e-commerce, Mr. Han’s suggestion is that the
government gives a ‘double tax’ back to the SME(s) who advertise on
approved web sites.

4 Pers. Com Mr. Benji Ng, 21 July 1999.
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Study of Tanzania

Joseph Kabalimu
Victoria University of Wellington, New Zealand

Brian Corbitt
Deakin University, Australia

Theerasak Thanasankit
Monash University, Australia

ABSTRACT

This chapter is concerned with how Tanzania has been socially and
economically affected by post-colonialism at a policy level as well as at an
ordinary (public) level during the IT policy development process in the
country. An IT policy according to Corbitt (1999:309) “is a reflection of the
society in which it is formed and is socially constructed within the ideologies
which frame that society.” Corbitt (1999:312) goes on to describe the
implementation phase of the policy:
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Policy is implemented in an environment influenced by ideologies
which spawn values and beliefs, some of which are known,
recognized and obvious to the actors involved, whilst other
influences are not recognized, nor obvious.

This chapter examines the post-colonial influence, which comprises both
directly and indirectly, observed implications within the IT policy development
process in Tanzania. The discussion focuses on challenges which face
decision and policy-makers in the country. The chapter also proposes an IT
policy modelwhichmight be developed or designed using a different approach
from the traditional policy-making model.

INTRODUCTION

Tanzanianeeds to emphasize the use of information technology (IT) as a vital
tool for strengthening her social and economic developmentactivities. Tanzania’s
economy is natural resources rich. If those resources had been mobilized using
modernITseffectively and efficiently under an appropriate policy, the country could
havemoved ahead economically and been providing better social services. (Sheya
& Koda, 1987; Wangwe, 1987; Sekimang’a, 1992; Wagao, 1992; Materu-
Behitsa, 1994; Mgaya, 1994; Shila, 1994; Kilemile, 1995; Kabalimu, 1996;
MSTHE, 1996; Inganji, 1997; Nkhoma-Wamunza, 1997; COSTECH, 1999;
Mnyanyi, 1999; Adjibolosoo, 2000; Machumu, 2000b, 2001; Mkwayu, 2000c;
Mdoe, 2001; Sabas, 2001b; Ubwani, 2001)

SCIENCE AND TECHNOLOGY DEVELOPMENT

Science and Technology (S&T)are considered to be essential instruments that
cangivestrengthtosocio-economic developmentactivities in Tanzania(COSTECH,
1991, 1996; MSTHE, 1996; Inganji, 1997; Esselaar et al., 2001; Tanzania
Government, 2001b; eSecretariat,2002). However, even though Tanzania has
realized the importance of S&T, various factors especially lack of human and
financial resources have hindered the development and promotion of scientific and
technological activities in the country (COSTECH, 1999).

Science and Technology Policy (STP)

Accordingto MSTHE (1996), Tanzania established The National Science
and Technology Policy (STP) in 1985, which was reviewed in 1996. In the
reviewed policy, MSTHE (1996, p. 5) describes the importance of the STP:
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A national science and technology policy is needed in order to
consciously orient the use of science and technology towards the
economic, social and political objectives of the society. Thus, one
primary function of National Science and Technology Policy is to
establish relative priorities of programs for generating new
knowledge and to determine strategies for the application of
science and technology for development.

This statement indicates the government’s aspirations thatreflect Tanzania’s
awareness regarding the use of S&T for enhancing socio-economic development
activities. Thus, the general objective of Tanzania’s STP accordingto MSTHE
(1996, p. 8) is to develop and manage science and technology in a manner
consistentwith physical and human endowments ofthe country. Specific objectives
ofthe STP are aimed to support sectoral objectives. MSTHE (1996) describes
these sectoral policies inrelationto STP strategy as follows:

Foodand Agriculture: Generally, the policy in this sectoristo achieve self-
sufficiency in food and food security through increased food and livestock
production as well as increased production of commodities for export. The Food
and Agricultural Policy places emphasis on food production and underscores the
need todevelop the agricultural sectorusing science and technology. Science and
technology will aim to maximize productivity through introduction of improved
methods of farming, seed varieties, livestock production and better methods of food
and crop processing, preservation and storage. It would also enhance the
developmentofagricultural mechanization and irrigation technologies (MSTHE,
1996, p. 11).

Industry: The overall policy on the industrial sector is to create economically
efficient, financially solvent, and profitable enterprises in order to utilize existing
capacity fully and expand to take advantage of new production and export
opportunities. Italso aims atimproving the business climate for the public and
private sectors, increasing domestic competition to integrate domestic producers
more into the world market and at restructuring public industrial enterprises
(MSTHE, 1996, p. 16).

Energy: The energy sector’s policy is to ensure adequate and sustained
energy supplies for continued economic growth and development. The energy
policyplacesemphasis ondevelopmentandefficientutilization ofindigenous energy
resources in order to reduce dependence on imported energy and demand pressure
onournatural forests. Italsoaimsatself-reliance inenergy science and technologies
(MSTHE, 1996, p. 20).
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Natural Resources: The policy on the natural resources sector focuses on
the optimisation of the rational utilization of the country’s resources based on
scientific understanding of nature and the dynamics of the resources. Forliving
resources such as wildlife, fisheries, and forestry, rational utilization of resources
musttake into consideration the importance ofthe environment, as well as the socio-
economic needs of the local people (MSTHE, 1996, p. 23).

Environment: The environment policy focuses on the conservation and
protection of the environment, and rational and efficient utilization ofthe natural
resources. Theaimofthe environmental policy isto ensure that proper environmen-
tal management accompanies economic development so that Tanzanian natural
resources and natural heritage are passed on undiminished to future generations.
The policy recognizes the essential links between sustainable development and
sound environmental management (MSTHE, 1996, p. 25).

Health, Sanitation and Population Planning: The aim of the policy of
the health sectoristoutilize scientific and technological know-how tominimize and
overcome the health problems relating to communicable diseases, maternal and
child-health, poor personal hygiene, poor environmental health, malnutrition and
non-communicable diseases. Population policy shall lay special emphasis on
regulating growthrate, enhancing population quality and improving the health and
welfare of women and children (MSTHE, 1996, p.27).

Transport and Communication: The overall goal of the transport policy
focuses on the strengthening of all existing modalities of transportation versus
national, intra-regional, inter-relational and international transportation systems.
Communications policy willaimatestablishing and/or strengthening telecommuni-
cation networks, including television networks, as well as the improvement of mass
media facilities(MSTHE, 1996, p. 29).

Science and Technology Education and Manpower: The policy on this
sector states that Tanzanianeeds trained and a well-prepared critical mass ofhuman
resources and amechanism for controlling brain drain ifthere has to be an effective
and successful application of science and technology for socio-economic develop-
ment. This calls for the projection oflong-term manpower needs, spelling out what
school enrolment isneeded, what disciplines should be encouraged and how talents
should be developed and harnessed (MSTHE, 1996, p. 32).

Allthesesectoral policy objectives are essential to Tanzania’s current socio-
economic developmentstrategic-planning because S& T are major contributors to
various socio-economic developmentactivities (COSTECH, 1999; eSecretariat,
2002). Moreover, formulation of science and technology policy (STP) is meaning-
fulifitiseffectively implemented. Accordingto MSTHE (1996, p.35), factorsthat
have contributed to ineffective implementation of STP objectives include:
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*  poorscienceandtechnology education

* lowlevel of supporttoscience and technology system

*  lowlevel ofexpenditure onresearch and developmentactivities
»  weaknessinco-ordinationand operational instruments

* lackofsupportand appreciation of therole played by scientists
» technologistsinnational development by decision-makers.

These factors coincide with Mudenda’s (1999) report regarding a new
approach of formulating technology policy in Africa—including Tanzania. Factors
thatcause ineffective implementation of technology policy, according to Mudenda,
(1999, p.4) are mainly due to:

*  Poorunderstanding oftherelationship between technology and economic and
industrial development.

*  Unrealisticunderstanding of the nature of the dynamic industries and their
technological requirements.

*  Dependenteconomies and structural imbalances.

*  Aseriousabsence of strategic indigenous programs of action for overcoming
underdevelopment.

The factorsrevealed by both the MSTHE (1996) and Mudenda (1999) reflect
post-colonialism since the former colonizes (ICs) appear to want these obstacles
to S&T development in developing countries (DCs) like Tanzania remain unre-
solvedto give them an opportunity to continue to be the only scientific discoverers
and technological innovators. The former colonized countries (DCs) remain
dependentand only customers of their products (Mudenda, 1999; Esselaaretal.,
2001). There is always a lack of funds in this sector. As a result no effective
research or otherrelated scientific activities are conducted (COSTECH, 1999;
Esselaaretal.,2001). Thisimplies thatif scientific and technological activities
remainundone, this situation will demoralise available scientists who will remain
research dormant for long periods and finally may tend to find jobs in other
countries. Insuchanenvironment, public institutions thatare stakeholders willnot
beable toparticipate in the implementation of the policy asrequired. Thus, private
institutions have to be given roomto contribute their efforts in the implementation
of STP. Without effective implementation of STP, no new knowledge will be
generated and Tanzania cannot expectto move towards a knowledge economy. If
STPremains ineffectively implemented, this could be interpreted as an obstacle to
the IT policy development process in Tanzania in the sense that post-colonial
factors thathave been revealed would continue to persist.

Copyright © 2003, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of Idea Group Inc. is prohibited.



80 Kabalimu, Corbitt, & Thanasankit

The Tanzania Commission for Science and Technology
(COSTECH)

Inan effortto ensure effective implementation of Science and Technology
Policy (STP) and also to reduce a gap of socio-economic development between
Tanzaniaand industrialized countries (ICs), the government of Tanzania established
The Tanzania Commission for Science and Technology (COSTECH) in 1986
(COSTECH, 1999; Tanzania Government, 2001b). COSTECH (1999, p. 1)
states that being a main institution for research and science and technology in
Tanzania was established by an Act of Parliament No. 7 of 1986 to repeal and
replace the Tanzania National Scientific Research Council (NSRC). Accordingto
COSTECH (1999, p. 1), the main functions of this commission are to:

*  Advisethe Governmentonall mattersrelating to scientific research and
technology development.

* Initiate, formulate and implement science and technology policies and
priorities.

*  Mobilize funds from Government and other sources for supportand promo-
tion of research and technology development.

*  Co-ordinateand allocate funds to national research institutions.

*  Monitorand co-ordinate research and technology development.

*  Acquire, storeand disseminate scientific and technological information and
popularize science and technology atall levels of society.

These functional objectives are importantinrelation to S& T promotioninthe
country and indicate where the preconditions of IT policy formulation may derive
from and/or where the process towards I'T policy adoption may be initiated.

COSTECH’s Advisory and Policy Making Activities

COSTECH had responsibility for performing both advisory and policy-
makingactivities prior to the establishment of parent Ministry of Science, Technol-
ogy and Higher Education (MSTHE) in 1990. However, the Ministry (MSTHE)
iscurrently insisting thatit does the task of the policy formulation; thus, COSTECH
remains responsible for dealing with research (COSTECH, 1999; Tanzania
Government,2001). Thismeans COSTECH has toimplement policies formulated
by the Ministry (MSTHE). COSTECH, however, isinsisting thatthe Parliamentary
Act No. 7 of 1986 still gives them the mandate to perform both activities
(COSTECH, 1999).

This “tug of war” between the Ministry (MSTHE) and the Commission
(COSTECH) indicates that the government appears to be in favor of maintaining
the tradition of bureaucracy being the initiator of the policies. Ifthe Actremains the
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same, COSTECH will remain independent and be able to both formulate and
implementpolicies regarding scientific and technological developmentactivities in
the country. Thetraditional governing structures and powers are “inherited” from
former colonizers. Decisions have to be directed from the top down.

As the technological advancements move quickly, governing styles and
structures change to account fornew emerging technologies (Esselaaretal.,2001).
Thus, the government of Tanzania will be expected to decentralize technical as well
as administrative activities including policy formulation to its bodies such as
COSTECH and universities in order to enable these institutions to feel more
responsible for contributing to national developmentactivities. Ifsuch anattitude
ofresponsibility is adopted among institutions dealing with I'T use and development
inthe country, this may accelerate the process towards I'T policy adoption. Inthe
S&T sector, the government remains responsible for overseeing and co-ordinating
S&T activities. However, it appears that the government of Tanzania is still
influenced by its colonial legacy in terms of too much bureaucracy, its law, policy
formulation procedures, and how it deals with changes — especially technical
changes caused by IT advancements (COSTECH, 1996 & 1999; Shayo, 2000;
Lyimo, 2001b).

Inordertoreduce the problem of lack of funds, which seems to be permanent,
the IT policy to be established in Tanzania may include suggestions on how the
government can planto increase its income for boosting the I'T sector in order to
avoid what Esselaar et al. (2001, p. 6) have termed “a donor dependency
syndrome.” However, itis not easy to eliminate this post-colonialismin the sense
of DCs-ICs’ financial dependency. Rather, it may take long time for DCs like
Tanzaniatoachieve this objective.

TANZANIA’S POSITION IN THE ELECTRONIC
COMMERCE REVOLUTION

Electronic commerce (e-commerce) in simple terms refers to the automation
of commercial transactions using computer and communication technologies
(Westland & Clark, 1999, p. 10). Although this seems to be an acceptable
definition, e-commerce today has abroader meaning from different perspectives.
Purcell (2002, p. 6) supports the idea that e-commerce is defined according to
goals. Sheargues that:

Some people view e-commerce as “doing business electronically”
or “buying and selling goods and services over the Internet.”
Others view e-commerce as “the sharing of business information,
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maintaining business relationships and conducting business
transactions by means of telecommunications networks.”

E-commercethenis considered to include more activities and processes than
buying and selling transactions. Missoke (2001a, p. 1) suggests that:

Discovery and introduction of the Internet is to some people a
development equal to the industrial revolution, which took place in
the 18™ century. This is because the computer or the Internet is
today appliedin every field of life. As aresultofthe technology, the
business and trade sector is not left behind as now someone can
trade using the Internet.

However, the “digital divide” still persists. Hamelink (2000, p. 82) arguesin
terms ofavailability, accessibility and affordability ofequipmentand servicesas well
asthe mastery oftechnical and managerial skills there are great disparities between
affluentand developing countries, butalso between different social groups within
all countries. While industrialized countries (ICs) such asthe United States, United
Kingdom, France, Germany, Australiaand Japan have adopted e-commerce fully
in most business transactions, in most developing countries (DCs) including
Tanzania, e-commerce will not grow unless obstacles that face IT use and
developmentare eliminated (Missoke, 2001a; Okuttah, 2001). Thisis because
ICsaretechnologically highly developed while DCs are technologically poorand
the IT industry isstillundersized.

Inthe case of Tanzania, the most critical challenges hindering the majority of
Tanzanians from benefiting from e-commerce are: first, language barriers -
because most people do not use English to get information or gain knowledge
directly as most of the material is available in this language (Mdee, 1990;
Blommaert, 1996). Second, the lack of IT skills - since most Tanzanians have
no access to computer training (Machumu, 2000b; Machumu, 2001; Michael,
2001; Mkinga,2001;Njau,2001). Third, the negative mindset of policy-makers
—the majority of top-most decision-makers in the government lack I'T knowledge
and skills and thus, tend to fear to lose jobs if they encourage fully IT exploitation
inthe country (Mkwayu, 2000c; Lyimo, 2001b). And fourth, poverty—duetothe
factthatalarge number of Tanzanians are too poor to buy computers or are unable
to afford Internet service charges (Machumu, 2000b; Mihayo, 2000; Mkinga,
2001). Other outstanding problems that have been discussed before which also
hinder e-commerce growth in Tanzania include an unreliable power supply to
operate the computers, a lack of well-functioning telephone networks to
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transmitdata, and alack of foreign currency toimportthe technology (COSTECH,
1999; Esselaaretal.,2001; Tanzania Government, 2001b; eSecretariat, 2002).

These factors derive from existing policies and laws under the current
government set-up, which, asmentioned earlier, seems to be still influenced by the
colonial governmentstructure and style ofadministration. Itmayalso beargued that
they do little to avoid differentiation of uptake of IT and e-commerce.

Perhaps e-commerce in Tanzania may take place only in urban areas if
measures to develop the infrastructure inrural areas—i.e., strengthening power
supply, telecommunications services, or transportation services are not under-
taken. The digital divide, which at present separate rural and urban areas in
Tanzania, is likely to continue causing the rural “uninformed society.” However,
Missoke (2001a, p.2) argues that:

Tanzania, being adeveloping country, cannot afford to be left behind for too
long dueto globalization of business across the world. Beinganew technology, e-
commerce is poising anumber of challenges to business sector like security of
information, taxation issues, advertising and marketing, electronic signature and
security of electronic transaction.

This means Tanzaniamustadjust from being an information-poor country into
the center the of e-commerce revolution because this country is part of the
networked world. The government of Tanzania has to be fully involved in the e-
commercerevolution for the benefit ofher citizens.

THE ROLE OF INSTITUTIONS IN THE
IT POLICY ADOPTION PROCESS

IT policy (ifadopted) can stimulate Tanzania’s economic growth as well as
directing provision of better social services. However, IT policy can contribute
effectively tonational developmentonly when various public and private institutions
suchasenterprises, universities, research institutions, financial institutions, informa-
tion services providers (ISP) and other institutions involved in creating I T experts
and promotion of [T useareall fully co-ordinated to work together (Inganji, 1997;
ECA, 1999a; Mudenda, 1999; Esselaaretal.,2001; eSecretariat, 2002). Thisis
the task ofthe government to organize and assistall institutions dealing with IT use
and developmentin the country to make sure thatthey play their role properly and
effectively. Forinstance, in order foruniversities as training institutions to perform
theirrole of producing IT experts effectively, they need adequate funds and other
resources. With enough funds, universities can plan and take steps to achieve
objectives of producing I'T human resources, which in turn will boost IT use and
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developmentin the country. Thus, decision-makers in the government need to
realize that funding universities for this purpose meansto investin I T as a vital tool,
whichwill lead to enhanced socio-economic development activities in Tanzania
(COSTECH, 1999).

The government of Tanzaniais expected to encourage and involve universities
and otherresearch institutions to participate in the process of IT policy adoption by
examining the preconditions that need to be considered in the process. Using
research as astrategy, these institutions may interact with the potential IT users and
the public atlarge and establishing factors that may help in the process towards
establishment of IT policy. The policy adoption-implementation is a continuous
process (Career View, 1994) that needs joint efforts of both the government and
institutions. Both are stakeholders who have to work together throughout the
process.

Inaddition, institutions in Tanzania can facilitate IT adoption by encouraging
investment in production and promotion of the transfer of foreign technology into
the country (Mfanga, 2001). This means institutions are expected to focuson IT
investors and users so as to stimulate and/or increase their demand by providing
them with appropriate information and knowledge. Institutions in any sector can
generate and disseminate information to the public by providing, for example,
researchreports containing scientific and/or technical knowledge required by IT
investors or users through libraries or the Internet (Machumu, 2000b; Mkinga,
2001). Thus, institutions in Tanzania can promote I'T use as according to Mkwayu
(2000b) some have already shown interest in performing encouraging activities
related to the I'T use and development in the country including investing in IT.

Althoughinstitutions in Tanzania (both public and private) are willing to operate
accordingto their capacities, they are not given a fullmandate to establish theirown
policies for progress because of too much government bureaucracy that derives
fromthe existinglaw (COSTECH, 1999). Moreover, conditions thatare imposed
on private organizations are too tough to enable them to achieve their objectives
(COSTECH, 1999; eSecretariat, 2002). Inthis case, there isaneed to change the
regulations that cause too much bureaucracy and the outdated law, which are
believed to derive from the colonial legacy. Thus, the governmentneeds to take
advantage of the country’s social and economic strengths, including the institutions’
willingness, so asto move into the knowledge economy through I'T exploitation.

Institutions need to establish strategic plans to attract the attention of the public
asthe progressto achieve their objectives. Ithas been observed thatthere are a
number of institutions in Tanzania thathave been performing below their capacities
because of not being well known to the public (Gasper, 2001; Michael, 2001).
According to Gasper (2001), a good example is Tanzania’s Global Distance
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Learning Center (TGDLC), which was established inmid-2000. Gasper (2001, p.
1) reveals that the TGDLC is regarded as one of the nodes in the Global
Development Learning Network (GDLN) utilizing the power of information and
communication technologies (ICTs)to enable decision-makers and professionals
shareknowledge and skills worldwide. The main objective of TGDLCistoenable
decision-makers and IT practitioners to access information and share the knowl-
edge gained among themselves or with other people in various parts of the world
through communication facilities including video-conferencing, Internet, video,
CD-ROM and print (Gasper, 2001). However, this Dar es Salaam-based center
stillremains a “white elephant” project (Gasper,2001), Gasper (2001, p. 1) argues
that:

The utilization of the center, intended to foster for developing
countries’ (DCs) initiatives to bridge the digital divide between
them and the First World, is still very minimal compared to its
capacity. It operates below 20 percent of its capacity...because of
the general public’s ignorance of its existence. The main problem
currently facing the center is the fact that TGDLC is not well
known to its potential clients and the general public at large. This
underscores the need to popularize the existence of the center.

Gasper (2001) reveals that the decision-makers from the government or
institutions who are supposed to be potential users of TGDLC are not using the
facility as expected. Thisimplies two things about the potential users of TGDLC:
they may lack I'T skills or they may be ignorant of the importance of IT inthe current
socio-economic development.

The majorrole ofinstitutions in Tanzania in the process towards establishing
anIT policyistoexamine how IT policy has to be effectively adopted. Institutions
need to focus on requirements of both I'T stakeholders (i.e. the government and
otherinstitutions or organizations dealing with the promotion of ITuse) and I T users
(i.e.,thepublic). Institutions need to identify the concerns and factors of which such
apolicy mightbe implemented effectively including: first, therole of stakeholders,
their crucial requirements, demands, aspirations or desires, interests and prefer-
ences; second, obstacles facing the promotion of IT use and development and how
to overcome them; and third, the digital-divide that exists between rural and urban
areasinthe country andhow itmightbereduced. Sinceinstitutions employ potential
experts invarious fields such as science, technology, IT, economics, commerce,
financial budgeting and control, education and training, political science, sociology,
etc., they are expected to address policy issues that will stimulate and facilitate
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broaderuse of IT in various sectors in the country. Under the direction ofanIT
policy, thebroader IT use will lead to an information-based economy fornational
developmentin Tanzania. These plans and strategies are expected to reduce the
post-colonial impact currently existing because one of institutions’ tasks will be to
overcome obstacles facing ITuseand development including those that derive from
post-colonialism.

IT AND BUILDING AN INFORMATION
SOCIETY IN TANZANIA

Itisalong, difficultjourney for Tanzania from being an information-poor
societytobecomingan information society. Plans, strategies, commitment, time,
efforts, loyalty, getting down to work hard, and the like, are all needed to work
together side by side inthis longjourney. To organize people to work hard, aiming
to achieve their objective requires an appropriate guide and thatis apolicy. As
mentioned earlier,an IT policy would be a “trigger” or a starting point of the process
to stimulate the IT use in Tanzania. The broader use of IT can lead to build an
informationsociety in Tanzania. Itisunlikely that Tanzanians are going to benefit
fromIT revolution withoutestablishinga policy to enhance IT useand development
inthe country. AnIT policy canalso promote IT investments for future social and
economic benefits (Esselaar et al., 2001; eSecretariat, 2002). Although the
government of Tanzania has declared that it is committed to strengthening the
information and communications technology (ICT) sector, Inganji (1997, p. 5)
argues that:

The information activities being carried out at the national level
were too rudimentary to qualify Tanzania as part of the Information
Society. Tanzania should improve the methods of collecting,
processing and dissemination of information, using modern
information technology. Once Tanzania has the capacity to
participate in the global economy using modern and appropriate
information and communication technology, and once the
regulations at national level will have been changed to facilitate
free access to information, then Tanzania would be considered as
part of the Information Society.

There are many benefits for the country being part of the global information
society including access to knowledge and information sharing. Accordingto
Mkwayu (2000), Tanzaniahas already made progress through establishing Internet
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links which have placed the country one step forward on the networked world. For
example, “CATS-NET limited” is one of many companies which are providing
Tanzanians with the mostreliable, secure and fastest possible Internet services
(Mkwayu,2000b, p. 1). However, together with these efforts, Inganji (1997, p.
6)arguesthat:

Tanzania falls far behind the global information society, and as
such, urgent effort is needed both in terms of redefining the
function of the information and communication sector in a changing
global and national, political and economic scenario. In the same
vein, media institutions, both public and private, should realize
that their survival depends on professional and technological
mobility, which implies a sustained awareness of the need to
change, be more creative, diversity and create a climate conducive
to competition and the creation of quality products and services.

This implies that Tanzania has along way to go in the process of building and
achievingits objective ofbecoming aninformationsociety. Onestrategy forbuilding
aninformation society is probably to strengthen the education sector, because it
may be easier for the people to solve their social or economic problems through
various means including effective policy implementationifthey areknowledgeable.
Similarly, Tanzanians who are knowledgeable are likely to participate more actively
intheIT policy development process thanilliterate because they are expected to
be aware ofthe importance of IT use for their development.

GOVERNMENT PLANS AND INITIATIVES IN
BUILDING AN INFORMATION SOCIETY

The Tanzanian governmenthas recently announced its intention to formulate
anICT policy that will account for the current I T advancements (Machumu, 2000b,
2001). In fact, the proposal for Tanzania’s ICT policy formulation framework is
already published, seeking more inputs from experts and the public at large
(eSecretariat, 2002). Further, the government intends to involve the private sector
asits partnerto exploit I'T opportunities in all sectors in the country, for example,
integrating I'T into educational curriculum atall levels of education (Machumu,
2001; Mujuni, 2001).

However, there has always been a large mismatch between government
intentions and implementationregarding I'T development in the country mainly due

Copyright © 2003, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of Idea Group Inc. is prohibited.



88 Kabalimu, Corbitt, & Thanasankit

tothe existing bureaucratic system and anunwillingness of some decision-makers
to fulfill a government commitment perhaps “fearing” I'T revolutions (Mkinga,
2001). Astheadministrative systems in the country are still manual, some of the top-
mostdecision-makers inthe government of Tanzaniaare I Tilliterate and thus seem
to be “satisfied” with the existing situation, depending on foreign IT experts,
especially fromindustrialized countries (ICs). This dependence elementis the result
of’colonial legacy (Chabal, 1996; Esselaaretal.,2001; Mkinga,2001). Thus, in
the current information era, there is a need to go beyond mere government
statements, and instead, seriously planhow to involve and equip people with IT use.
This means, the government through the media has to educate the public about the
essentiality of IT for their development (Esselaaretal., 2001).

While ICs havebuiltinformation societies through IT exploitation, Tanzaniais
still far from taking advantage of this I'T opportunity (Inganji, 1997). One of the
major retarding factors is that the majority of the Tanzanians are IT illiterate
(Mkinga,2001)anditis very difficultto build an information society ifmany people
inthe country are I T illiterate. Mkinga (2001, p. 1) reveals that:

Most of the training being done in the country was theoretical
rather than practical...there was a need to adopt the available
software to fit the Tanzanian situation, a move that required skilled
professionals.

The current situation indicates that it is essential to train the Tanzanian
population with IT skills. Companies thathave shown interest in promoting IT use
and training have to be given full supportby the government by encouraging them
to go intorural areas where there is little information access. Inganji (1997, p. 6)
suggeststhat:

The rural/urban imbalance in information and communication
flow should be readdressed by establishing regional broadcasting
stations, newspapers and telephone systems. Investors should be
encouragedto take partinthis development effort through incentives.

Such projects will be effectiveifthey involve the local population because these
arethe intended audience—thatis, the local people in the area are potential users
ofthe facility. Thus, IT policy would be expected to include suggestions that focus
oninformationdisseminationinruralareas. Technicalissuesrelated tomechanisms
for the co-ordination of various information systems, services, programs, and
activitiesaswellasthelegal issues have tobe included inthe I'T policy (eSecretariat,
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2002). Such projects will succeedif institutions engaged in IT useand development
are co-ordinated and their efforts are put together rather than working in isolation
asitis currently happening (Inganji, 1997; eSecretariat, 2002). Relevantinstitutions
may include the Tanzania Communications Commission (TCC), the Tanzania
Broadcasting Commission (TBC), the Tanzania Commission for Science and
Technology (COSTECH), the Tanzania Telecommunications Company Limited
(TTCL), the Tanzania Library Services (TLS), Universities and Internet Service
Providers (ISP).

This chapter argues that the establishment of an I'T policy is the starting point
inthe process of building an information society. Thisis because that policy may
ensure the broader use of new emerging I'Ts in the country. Also, while focusing
onknowledge as the major tool for Tanzania’s economic growth, this country will
likely move towards building an information society. Toachieve this, negative or
retarding factors thatderive from post-colonialismneed to be resolved to strengthen
the IT policy development process in Tanzania.

CHALLENGES FOR DECISION AND
POLICY-MAKERS IN TANZANIA

The development of a policy is a continuous task which may involve the
government, communities, institutions or groups of people, influenced by various
socio-economic activities inacountry (Career View, 1994; Hall & Jenkins, 1995;
Parsons, 1995; Corbitt, 1999,2000,2001; Marcelle, 1999). Tanzania can design
and developpolicies inrelationtonational development objectives thatreflect social
and economicactivities taking place in the country. Thus, the overall challenge for
policy-makers in Tanzania is to identify social and economic needs of the people
and thus create an environment that can provide opportunities for their benefit
(Goodman, 1996; Menda,2001), by using IT and adopting e-commerce.

However, the IT industry in Tanzania is still small, mainly because the IT
infrastructure is weak, I'T investment is low and the majority of the population lack
IT skills and because the population is too poor to utilize I'T opportunities (e.g., to
pay for Internet services) to gain knowledge for their socio-economic development
(Machumu, 2000b; Mihayo,2000; Esselaaretal.,2001; Mkinga,2001). Therate
of [Tusein Tanzaniais very low and this affects the people’s participationinthe IT
policy development process. Thisis the most challenging factor which policy-
makersneed to look into to determine what has to be done to create an environment
which can enhance the growth of the IT industry in the country including how to
promote [T services provided by IT investors and thus increase the demand for I'T
use (Esselaaretal.,2001; eSecretariat, 2002).
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Underthe umbrella of trade liberalisation, while developing countries (DCs)
like Tanzania are requesting for increased national development aid from industri-
alized countries (ICs), ICs are planning for strategies to improve their markets in
DCs (Mwambande, 2001). This situation represents as a kind of “tug of war”
between DCs’ economic planning againstthat of ICs. Whatis planned in Tanzania
isprobably determined by ICs through large donors including international suppliers
of IT equipment (Sundaram, 1999; Kivamwo, 2001; Ubwani, 2001). The
challenge facing Tanzaniais how to enhance economic developmentactivities within
the current globalization process thatis determined by World Trade Organisation
(WTO) interests (Sundaram, 1999; Adjibolosoo, 2000; Handelman, 2000;
Chege,2001; Ubwani,2001). The supply of various industrial products including
IT equipmentand services from ICs to DCs, as mentioned earlier, derives fromthe
colonial objective of treating DCs as the marketplaces of ICs’ products (Sundaram,
1999). Since Tanzaniais notanIT manufacturer butdepends onimporting IT from
ICs, these countries will probably determine IT developmentactivities including the
process of IT policy-making (Mgaya, 1994; Shila, 1994; Machumu, 2000;
Missoke, 2001). Thissituation implies that what appears on the surface level is that
WTO objectives would meanto assist DCs like Tanzania, butthe underlying reality
indicates that WTO seems to be not fairly treating DCs regarding global trade
(Handelman, 2000; Mwambande, 2001; Ubwani, 2001). This is because the
“globaltrade giants™ (thatis - ICs), who control the WTO, still maintain the “colonial
stand” of seeing and treating DCs as their marketplaces for their industrial products
andatthe sametime places to getraw materials from for their industries (Machumu,
2000,2001; Chege, 2001; Mwambande, 2001; Ubwani, 2001).

The other factor thatsstill challenges decision and policy-makers in Tanzania s
the impact of IT importationunder open market conditions. Thisneedstobeclosely
looked atand/or readdressed during the IT policy development process because
ithasbeenrevealed thatunsuitable technologies are imported in the country (Chege,
2001; Machumu, 2001; Ubwani, 2001). Institutions and also individuals have
complained that outdated and obsolete technologies are finding their way into
Tanzania withoutany control (Ubwani, 2001). These include unsuitable motor
vehicles some with “very high” fuel consumption and without spare parts, and many
types of computerhardware (COSTECH, 1999; Machumu, 2000a; Chege, 2001;
Ubwani, 2001). Inthis case, there are loopholes under trade liberalisation whereby
everyoneisallowedto importtechnology ina free marketeconomy. Ubwani (2001,
p. 1) quotes COSTECH to describe the situation:

It was pity that institutions responsible for importation of
technologies have done very little to stop outdated and obsolete
technologies being dumped in Tanzania.. It is very amazing that
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one of such institutions is the Center of Development of Transfer
of Technology (CDTT), a unit within COSTECH, whose one of its
main functions is to advise the government on the choice of
importedtechnologies. CDTT is responsible for matters relating to
the transfer, adaptation and development of technology including
the assessment and choice of imported technology. The center has
not even maintained a registry of imported technology either.

Thisimpliestwothings: either there may be negligence within such institutions
to allow such an importation, or possibly it is easy for outdated and obsolete
technologies to find their way into the country. Although this seemstobeuneasily
observed implication, both probabilities reflect post-colonial effects within the
context ofthe IT dependence on ICs.

Another challenge facing decision and policy-makers in Tanzania, like most
other DCs, is how to handle the foreign aid packages for development (Shivji,
1987;Inganji, 1997; ECA, 1999c¢). These may include IT packages. However,
ifthey arenotmanaged properly ornot givento theintended people, these packages
may cause economic and/or social violence in the country (Kivamwo, 2001).
Consequently, foreign aid packages imply a post-colonial legacy because they
always cometo Tanzania with special conditions which in turnlead to influence
certainnational developmentpolicies, plans and strategies of the country (Kivamwo,
2001; Ubwani, 2001). A good example is the Tanzania’s national investment
promotion policy co-ordinated by the Tanzania Investment Center (TIC) (Mfanga,
2001). The TIC has been giving top priority to foreignrather than local investors,
because the former donates various equipment to the center. (Mfanga,2001). As
aresult, the center has been changing some of'its plans and strategies to satisfy
foreigninvestors. This causes complaints fromlocal investors (Mfanga, 2001).
Suchasituationisareflection ofthe impact of foreign packages on the implemen-
tation of the investment policy thatreflects a post-colonial legacy.

Another important factor influencing this policy processis that I'T can be of
great value in various social and economic sectors in Tanzania ifused for decision-
making (Kilemile, 1995). Thisis achallenge for decision-makers to think about
how they may facilitate broader IT applications in the country including IT use for
decision-makingactivities. Currently theuse of IT is still minimal in Tanzania. Itis
largely used forroutine data processing, probably because of alack of IT policy that
could ensure the effective use of IT in all sectors (Mkunga, 2001; eSecretariat,
2002). The broader choice of IT use in Tanzania will mainly depend on decision-
makers’ vision and consideration regarding how Tanzania can exploitIT using
social and economicresources available to enhance the country’s socio-economic
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developmentactivities. The main challenge for decision or policy-makers, is to
create the conditions within the existing policies, and most important to adopt I'T
policy, to cater for the majority of Tanzanians to benefit from I'T opportunities.

DEVELOPING A MODEL FOR IT POLICY

Developing a policy is a complex task, a continuous process and always
involves various people’s efforts. Marcelle (1999, p. 5) argues that:

The key elements of policy-making in the ICT sector are the context
or the environmental factors, and policy objective, tools, and
outcomes...The lead actors in this system are policy-makers, whose
actions directly or indirectly influence other agents in the system -
producers and users of ICTs. These elements working together
constitute the system of policy intervention.

However, policy-makers may also be influenced by various people and the
socio-economic activities they do - being done by institutions (public or private),
communities, non-governmental organizations (NGOs), trade associations and
professional bodies (Marcelle, 1999).

Beingaware of this, the government of Tanzania hasrecently stated its intention
to formulate an IT policy to ensure that the country copes with current IT
advancements especially global computer technology (Machumu, 2000b, 2001).
However, whathas come forward after the government’s statement is the proposal
of an ICT policy, which is still a draft but already published on the Internet
(eSecretariat, 2002). The ESecretariat (2002, p. 14) elaborates on why it is
importantto formulate an ICT in Tanzania:

There has been considerable research in examining the causes of
the “digital divide” and indeed attempts to link development to

deploying ICTs appropriately. Additionally there have been some

rather severe conclusions that argue that Internet access may
mean little to “poor Africans” since lack of education will prevent
effective use of new technologies. However, much of this research

has relied on anecdotal evidence. Policy simulations also reveal
that feasible and appropriate policy reforms could sharply narrow
the digital divide over the next decade for many countries in Africa,

including Tanzania.
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In this case, the eSecretariat (2002, p. 14) argues that, following the view
presented by the Development Research of the World Bank, Tanzanianeeds to
formulate apolicy which is technology independent, progressive while promoting
cost-effective intervention and which takes into account the all-important compo-
nentofhuman capital development.

Inthe process of developing amodel regarding I'T policy ina former colony
state like Tanzania, policy-makers have to put into consideration the global
economic structure in order to develop a policy that is suitable for that country
(Mkwayu, 2000c¢). Describing this issue Tomlison (1997, p. 37) argues that

A ‘modern world system’ consists of a global capitalist market
economy in which the ‘core’ countries of the developed industrial
West (in this study ICs)...dominate the allocation of human and
natural resources. The nations of the Third World (in this study
DCs) are located, according to this model on the ‘periphery’, at a
distance in terms of economic, technological, strategic and political
power, from the centers of control. Thus, ...[the] Third World
[does] not have the control of [its] economic (and even arguably,
of their political) development in the way that the term ‘national
development’ implies.

Itis likely that ICs determine not only the world economy, but also political
practices taking place in DCs (Tomlison, 1997; Kivamwo,2001). This is because
ICs always facilitate dependency whereby formerly colonized countries (DCs)
remain economically and especially technologically dependenton ICs (Tomlison,
1997).Insuchanenvironment, ICs determine political activities and there isno way
DCscanavoidthatbecause social practices are normally determined by economic
power (Tomlison, 1997; Sundaram, 1999).

Regarding IT policy development process, Tanzaniais located in the “periph-
ery” economically and technologically and thus is directly impacted by existing
global capitalist market economy (Shivji, 1987; Wangwe, 1987; Wagao, 1992;
Swantz & Tripp, 1996). Inthis case, Kivamwo (2001) suggests, Tanzania is to
focus onhow toreduce dependence on ICs by formulating policies thatcan enhance
socio-economic developmentactivities in the country withoutdepending much on
donors from ICs). Thus, in order to reduce post-colonial effects persisting today,
Tanzanianeeds to design plans which will lead to the importation and application
ofappropriate IT for use in decision-making, solving technical problems and also
to be used to enhance efficiency in various sectors in the country (Mkwayu, 2000c;
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Ubwani, 2001). These plans and strategies forachieving required socio-economic
development would probably derive fromawell designed I'T policy (eSeretariat,
2002). Itwould be easier for policy-makers to establish a properly designed policy
ifthey can understand how Tanzania is affected by the entire system of global
capitalistmarketeconomy (Tomlison, 1997; COSTECH, 1999; Mkwayu, 2000c;
eSecretariat, 2002).

However, as Tomlison (1997) argues, most policy-makers in DCs (including
Tanzania) are still influenced by Western models (ICs), which seems to be their
“yardstick™ in their policy-making activities. This is because they were first
influenced through their studies in ICs or had studied in their countries, but with
emphasis on Western theories (Rodney, 1972). This reflects what Tomlison
(1997) has termed as post-colonial intellectual’s dependence on Western models.
Thus, although itis importantto use the knowledge of the past as the basis to build
onintheprocess of creating new knowledge, policy-makers in Tanzaniamay not
need to continue depending too much on IC’s policies and/or policy-making styles
astheirmodelsinthe IT policy developmentprocess. They may formulate I'T policy
focusing on the particular preconditions within the Tanzanian context.

There are various factors that differentiate Tanzania and ICs thathave tobe
considered inthe process of IT policy formulation. These include environment,
natural resources, human resources (IT skilled people and public awareness),
people’s capacity to exploitIT, social and cultural environment, I T infrastructure
and existing policies which relate to IT use and development in the country
(MSTHE, 1996; Mkwayu, 2000c; Mkinga, 2001; eSecretariat,2002). Policy-
makers may focus onthe following: informationneeds of the rural and “‘uninformed”’
Tanzanians —who are the majority of the population but with limited access to
information (COSTECH, 1999). Probably their main issues focus onimproving
their farm products, getting improved health care, better education opportunities,
clean water, power supply, and a wide range of services and products such as
banking and shops (MSTHE, 1996; Kiplang’at, 1998; Ng’ang’a, 1998; Njau,
2001b). Onthe other hand, policy-makers may focus onhow [T use canimprove
various socio-economic activities indifferent sectors and also how I'T opportunities
canhelp urban inhabitants, especially the unemployed, in terms of reducing the
information access charges (Nassor, 2000; Njau,2000a; ECA, 1999a; Menda,
2001).

Peoplehavetobeatthe “center” of any social and economic planning, whether
thisistaking place in the private or in the public sector (Hugo, 1998; ECA, 1999a;
Mudenda, 1999; Mkwayu, 2000c). This means IT and e-Commerce policy
formulation process has to fully involve people from the beginning in order to be
effectively implemented (Corbitt, 1999). Babyegeya (2000, p.2) givesan example
ofpeople’sinvolvementin developing the education sector in Tanzania:
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After pursuing socialist policies that culminated in nationalization
of schools, Tanzania is now decentralizing the management of
public schools. This decentralization aims to promote community
participation in decision-making and cost sharing to ensure
sustained effective provision of education and maintenance of
school resources. The reform also aims to reinforce planning and
management capabilities at all levels of the school system.

Policy-makers in Tanzania have to develop plans aiming to provide opportu-
nities that will enable people of different beliefs to participate in this process.
Accordingto Babyegeya (2000), people’s participation in the planning and policy
formulationactivities has been given less attention in Tanzania in previous years.
Probably theirrole has been to implement the formulated policy. People need not
only berecipients of the already formulated policy, but have to participate in the
formulation process because they are the intended group and main implementers of
thepolicy objectives. People’s participationinthe I'T policy development process
may create theirdesire touse I'T. Suchasituation will probably lead to broader I'T
use in the country (Hugo, 1998; Mkwayu, 2000c¢). Thus, the people-centered IT
policy development process may reduce the revealed post-colonial impact during
itsimplementation.

The government can help people to understand the importance of IT use for
their socio-economic development. This means policy-makers may think ofhow
the government can build the attitude of resource sharing among the people to
enable them participate inthe policy formulation and implementation (Hugo, 1998;
Corbitt, 1999; ECA, 1999a). To create an environment which may attract people
to change their information-seeking behavior and become aggressive in using
information for their daily activities is the task which I'T policy-makers in Tanzania
haveto considermost. The success of such astrategic-plan may probably create
effective IT policy adoption and implementation leading to the growth of IT use.
Babyegeya (2000) points out that Tanzania needs to introduce new approaches in
designing policies—that s, a decentralized approach which may enable various
peopleparticipate fully in the formulation-implementation processes.

Thus, because appropriate IT use enhances socio-economic development
activities, and since the Tanzania government has shown willingness to adoptnew
ITs, thereis aneed fornew organizations atthe policy level that may bring change
from the traditional planning and governance approaches into new approach of
policy-making. This action may reduce the post-colonial influence currently
persisting in Tanzania and may be expected to focus on how to integrate peoples’
thinking in the course ofusing I'T potential.
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Figure 1: The Traditional Model of Policy-Making Design
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Source: Thomas (1998). “Where does Science fit in Public Policy.”

Figure 1 indicates the existingmodel commonly used in policy-making design,
while Figure 2 proposes the new approach to be considered by policy-makers in
Tanzania.

The one-way directionin Figure 1 indicates the traditional five categories of
actorsinvolved in the policy formulation-implementation process whereby the last
group (the public) is only the consumer (Hill, 1993; Career View, 1994; Hall &
Jenkins, 1995; Parsons, 1995; Porter & Hicks, 1998; Thomas, 1998). In this top-
down, one- direction policy formulation, only policy-makers initiate the policy;
involve administrators in the formulation process; and then use the professionals to
supervise the implementation process. The publicis only therecipientof the ready-
made policy although they are capable to participate in the formulation process.
This hasledto ineffective implementation of policies (Handelman, 2000; Mkwayu,
2000c).
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Figure 2: The Proposed Policy Model for IT Policy Development Process in
Tanzania
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This study of Tanzania proposes atwo-way direction approach, whereby the
publicisnotonly the consumer ofthe formulated policy, but can participate fully in
all stages ofthe policy process—that is, formulation, adoption and implementation
processes. Thismeans, the policy-makingactivity hastoinvolve people’s thinking
or perception regarding the central issue in that particular policy. Through
researchers’ and IT experts’ survey reports, policy-makers get information and
thusunderstand the public opinion including their conception and perception of that
particular policy to be in the process. Policy-makers send a proposal to the public
and wait for theirreaction. Itis easierto involve the public through institutions as
eachmember ofthe public may be employed orinvolved in a certain institution in
one way or another. However, this proposal does not mean that the Tanzanian
governmenthas tototally change fromits current centralized control. Rather policy-
makers have to consider the fact that decentralization in terms of involving the
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peopleinthe policy formulation, adoption and implementation processes, probably
makes the “journey” toward achieving full IT potential become easier. Thismeans,
the more leadership that encourages co-operation, better the relationship between
decision-makers and the publicin the IT policy development process.

This proposed approach aims to contribute to the process of formulating a
suitable people-centered I'T policy in Tanzania. The people-focused I'T policy may
ensureknowledge disseminate regarding effectiveuse of IT inthe country. Thismay
enable Tanzania to continue being not only an IT consumer in terms of IT
importation butalso to participate in IT production through proper utilization of
availableresources. Suchasituation may create asuitable environmentleading this
country toachieve full IT exploitation. Although itisalsoimportant for Tanzaniato
draw experience from other countries thathave adopted I'T policies, the knowledge
gained fromsuchan experience may only be used to assistthe process but the design
ofthepolicy hasto focus on particularities in the country. Thus, through suchanew
approach of policy adoption process, Tanzaniamay reduce the existing “colonial
hangover” of fully dependent on Western Models and build confidence to design
anapproachregarding I'T policy formulation.

This chapter has examined the post-colonial implications within the IT policy
development process in Tanzania. It has also explored the mechanisms for
designinganIT policy. The proposed policy model may assist policy-makers in
their efforts to enable Tanzaniaadoptan effective [T policy.
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ABSTRACT

This paper serves as a stimulus to investigators to examine the role project
postmortem analyses plays in learning from abandoned electronic commerce
(e-commerce) projects. While prior research has identified the importance of
the review process, there has been very little research on project post-
mortems on abandoned e-commerce projects. The case demonstrates six
critical factors to conduct successful project reviews, highlights cultural
impacts that might influence their effectiveness and offers several important
managerial guidelines. Finally, when analyzing mistakes and their principal
causes, there is one important lesson that we should learn. That is, all
organizations make mistakes and there is the potential for learning from
abandonment experiences.
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INTRODUCTION

After a phase of intense Internet hype, the world of electronic commerce
seemed to have imploded and fallen abruptly from grace. There are many
abandonment stories with only few dot-com companies left struggling to survive.
Barrons (May 18,2000) reported that 25 percent of internet companies surveyed
would run out of cash within 12 months, and that 74 percent had negative cash
flows. But more importantly, did companies learn anything from their failed
adventures or better put “abandonment” experiences? There are many resem-
blances between information systems (IS) project failure and IS project abandon-
ment. “IS project failure may be the consequence of failing expectations of the
implemented system and IS projectabandonment is concerned with the anticipated
failure ofthe project prior to its full implementation. Projectabandonment can be
said to have occurred when the management decides to discontinue temporarily or
permanently a projectunder development” (Ewusi-Mensah & Przasnyski, 1991).
The study ofabandoned e-commerce projects is no longerataboo, butis publicly
debated from time to time and interest is bound to gather momentum in the near
future. Itshould lead to improved management of future projects. Lessons canand
should be learned from one project to another, from one organization to another.

The truthis iforganizations want to avoid projectabandonment, they need to
start paying more attention to examine past mistakes and shortcomings in order to
gain more knowledge, which would bring about future project success. Berghel
(2001) stated that the key snag that caused the e-commerce meltdown is still with
us -anover-reliance on technology in an aim to overcome the weakness ofabad
business model. It shows that organizations justsimply abandon their e-commerce
projects without conducting any post-mortem analysis or learning from past
oversights. Therefore, unless blunders are re-examined and learned, project
abandonment would still occur with alarmingregularity.

AccordingtoCollieretal. (1996), projectreviews are activities carried out for
the purpose of reviewing the events that occurred, evaluating not only what
happened, butalso why those events happened and determining the correctactions
to take to improve the results of the next project. Boddie (1987) and Roman (1983)
have suggested that project post-mortems might be the best precaution against
future failures. Formal reviews mustbe conducted to provide alearning experience
whichisneededtoavertthe frequentabandonment decisions experienced industry
wide on e-commerce development projects (Ewusi-Mensah, 1997).

Itistherefore imperative for organizations to view failures as opportunities to
learnrather than uneasy incidents to forget. It is acommon fault for people to hide
errors rather than report and evaluate them (Gaynor, 1996). Individuals are
deterred from discussing with their management on what went wrong and why in
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the aftermath of the abandonment decision because of potential threat to their
careers. Murray (2001) stated that the goal of the assessment should not be a
blame-fixing mission butrather to identify causes of the difficulty and to determine
areas of responsibility for the various components of the failure. In order to provide
an environment that fosters openness and honesty, senior management mustbe
preparedto take specific actions toreassure the project members that the reviewing
process will be positive and blame-free. This is especially critical as maintaining
social relationships typically matters more to most people than accurate diagnoses
ofisolated events. People can bereluctant to engage in activity that mightlead to
blame, criticism or recrimination (Argyris, 1977).

Inorderto transform failure into asmooth learning experience, Jacobs (1999)
has developed athree-step reviewing process: 1) gather feedback fromeveryone
involved about what went rightand why went wrong, 2) organize the comments into
alist of four categories: bad decisions, mistakes, unforeseen events, and good
decisions, and 3) analyze projectskills to assess and correct the weaknesses. Inthe
same manner, Lowes (1999) suggested the running ofarisk-management work-
shop as a first step to project implementation, which could also be usefully
combined withaprojectteam meeting in order to identify and manage projectrisks.

This article highlights issues critical to successful post-mortem analyses in
abandoned e-commerce projects. What are the critical success factors? How
should post-mortem exercises be carried out? What are some of the cultural
impacts that might influence their effectiveness? Finally, what are some of the
managerial implications for organizations? The contents of this paper are: research
methodology, research context, results and discussions, and summary, limitations
and conclusions.

RESEARCHMETHODOLOGY
Research Strategy

Asanemployee of TechCo and a project team member, the author collected
the data and was perceived as a participative researcher by the case company.
Case study is adopted because one ofthe advantages of using case study methods
isthatthey can “explain what goes on in organizations” (Avisonetal., 1999). Case
studies are deemed to be particularly good for answering the ‘how’ and ‘why’
questions (Yin, 1989). Tojustify theuse ofasingle case study, Yin (1989) argues
that single case study design is eminently justifiable in this particular situation
because the case serves arevelatory purpose.
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Data Collection

A period of three months of participatory research (Argyris & Schon, 1991)
was spent where information was collected from the initial project study to the
project post-mortem of the abandoned project at TechCo (a pseudonym) in
Singapore. Primarily, semi-structured interviews and informal discussions were
conducted with all the stakeholders. They were selected in order to cover arange
of possible viewpoints and they included the information technology (IT) manager,
the purchasing manager, project team members, users, suppliers and directors.
Thirty-nine interviews were conducted, each lasting an average of one and a half
hours. Fromthese interviewees, information about the post-mortem analyses of the
e-purchasing project was collated. Secondary data were also gathered to supple-
mentthe information obtained through interviews. The questions were open-ended
and exploratory in nature. Observations on major stakeholders were also made
duringmeetings, interviews and discussions.

Wewere ableto collectdata ofall types, ranging from minutes of meetings,
focused interviews with individuals, and materials from the company records.
Researching one’s own organization involves undertaking research inand on your
own organization while a ‘complete member’ (Adler & Adler, 1987). One
advantage of ourresearch over any ‘outside-researcher’ was that we possessed
valuable knowledge about the cultures and informal structures of the organization,
though as ‘insiders,” members found it harder to give us the kind of formal
explanation for theirbehavior thatthey mighthave giventoan ‘outsideresearcher.’
To supportthe use ofa participatory research, Riemer (1977) argued thatrather
than neglecting ‘at firsthand’ knowledge or expertise, researchers should turn
familiar situations, timely events and special expertise into objects of study.

Analysis of Data

A common problemshared by all researchers is that of the vastamount of data
generated and the problem of deciding what is important. Our analysis of the
interview data consisted of three separate activities. Firstly, we compared the
content of the interviewees’ remarks that identify the key abandonment issues
againstthe supplier’s criticism and the director’s commentary on the cancellation
ofthe project. Secondly, we used other data such as minutes, memos, seminarnotes
and informal discussions to constructinferences regarding the projectdevelopment
process. Finally, we made inferences about the implications of conducting project
post-mortem analyses, which might enhance learning process.

With the data collection and coding established, thematic analysis was
introducedto provide an inductive study of these themes. Multiple source triangu-
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lations provide internal validity checks ofthe data. Stake (1995) defined triangu-
lationas the protocols thatareused to ensure accuracy and alternative explanations.
Triangulation methodology (Denzin, 1978; Jick, 1979) was also used to gather
different types of data that could be used to crosscheck forreliability. The external
validity checks were done through participative discussions onthe codified dataand
the analysis of theresearch.

RESEARCH CONTEXT

The study concerned the development of an e-purchasing systeminalarge
Japanese corporation called TechCo. In 1998, the purchasing manager was
desperately trying to reduce the purchasing expenses as the company’s profit was
eroding duetoitsrising purchasing costs (Internal Document, 1997). The purchas-
ing manager had evaluated many options and opted for implementing anew e-
purchasing system to help himinachieving his objective. The managing director
endorsed theideaand assigned the purchasing manager as the project manager. A
project team was immediately set up with the task of developing a system
establishing the linkage between the purchasing department in TechCo and its
material and parts suppliers by means of the Internet.

The Initial Reactions from the Internal Stakeholders

The users’ scepticisms over the proposed system were due to some past
unpleasant experiences, where numerous attempts made on system improvement
failed to enhance their working condition. The users had identified manpower
shortages inareas such as price negotiations but theirmanagerhad rejected all their
requests for additional manpower. The project manager acknowledged their
discontentment; nonetheless, he had discounted their influences in the project
decision. He pointed out, “Iwill ensure their full participation in adopting the
new e-purchasing system. Besides, they have no say in the decision-making.”
The IS manager and the IS programmers were neutral towards the project and
refused tocomment on potential rivalry among other stakeholders.

Suppliers’ Suspicion Over the Project Motives and Their
Offensive Strategy

No consultation was made with the suppliers prior to the development of the
system. It was only after six months when the suppliers were informed of the new
system. InJune 1998, the project manager conducted the first suppliers’ briefing
session with almost 100 suppliers and other project members. He controlled the
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agendaand made one-way presentation with little room for discussions, questions,
or disagreements. Most suppliers viewed the project objectives as vague and
perceived thenew systemas a threat that could jeopardize their business positions
in TechCo. In an interview with one of the suppliers, “The new system will be
connected with other virtual markets and new suppliers may be introduced to
boostcompetition.” Havingrecognized the potential threats, the suppliers vowed
toact coherently to hinder the development project. The suppliers requested for
project deferment citing reasons such as incapability in meeting the technical
requirementneeded for the compatibility of the new system. The project manager
was furious and rejected their request without consideration, and demanded their
full compliance inmeeting therequirements. With the software developmentnearly
completed, the project manager was determined not to let the suppliers’ actionto
affecthis project. The key suppliers gathered to seek strategic solutions toresolve
their conflicts and had devised atwo-fold offensive strategy. First, they planned to
convince the IS manager and seek his support in this battle. Second, they would
appeal to the managing director and request for deferment or possibly, abandon-
mentoftheproject. Without further delay, the suppliers immediately notified the IS
manager of their anxiety towards the new system. The astonished IS manager was
sympathetic and promised to provide assistance to them. After gaining the support
ofthe IS manager, the suppliers approached the managing director regarding their
concerns about the project. The managing director was ignorant of the clashes
between his manager and the suppliers, and was taken aback to realize the gravity
of'the situation. Sensing the urgency of the matter, he immediately called fora
projectmeeting.

The Confrontation

Inthe meeting, the stage was set for the clash between the project manager and
the suppliers. Within minutes, discussions were turned into heated arguments as the
project manager was heard yelling, “They are trying to delay our project so as
to safeguardtheir monopolistic positions in TechCo. ” Several finger-pointing
moments were witnessed throughout the three-hour meeting. Even though the
managing director was anxious to reach a consensus on the matter, both parties
seemed adamant on their grounds. After thatmeeting, the managing director was
indecisive about the verdict of the project as his decision could draw widespread
criticisms from both employees in the company and other suppliers in the industry.
Therefore, he decided to seek opinions from other project stakeholders such as the
IS manager, the users and the IS programmers. The IS programmers were first
consulted, but were cautious and tactful in choosing their words and had refrained
fromtaking sides with either party.
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The Verdict on the Abandonment Decision

The IS manager showed sympathy towards the suppliers and spoke on their
behalf, “The suppliers were uninformed about the plan prior to the project
development and had insufficient time to upgrade their own systems to meet
the compatibility requirement.” With the IS manager clearly supporting the
suppliers, the users’ opinions were unexpectedly crucial at this stage. The user
spoke, “Several efforts have been made in the past but still failed to improve
our system, which as a result, has caused distress among us. It is therefore, in
our honest opinions to support the call to abandon the project.” After carefully
considered the views from all the project stakeholders, the managing director
decided to abandon the project (for the summary ofthe events that set the stage for
projectcancellation, see figure 1). Inasubsequentinterview, the managing director
blamed the project manager for mishandling the situation. In his opinion, after
knowingthe suppliers’ suspicion, the project manager ought to have clarified their
doubts and offered them with valid explanations. Even ithis efforts were to fail, he
mustreport the matter to the top management without delay and notkeep the matter
inthe dark.

Figure 1: Summary of the Events that Set the Stage for Project Cancellation
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The Project Post-Mortem

The company has apolicy of conducting projectreviews atthe end of every
project. The objective ofthereview is to re-evaluate the project development and
implementation process. The purchasing manager, who was also the project
manager conducted the post-mortem session. During the session, halfofthe project
team members including the directors failed to turnup. The mainreason for the low
turnout was thatthe programmers were already involved in other overdue projects.
One of the programmers explained during the interview, “Every one of us is
involved in at least three other concurrent projects. Where do we find time to
attend the project review session?”

Even though project post-mortems have been carried out over the years, such
sessions are actually insignificant to most of the project members. One of the
informants who have attended several project post-mortems explained, “The
senior managers and directors have never attended the meeting and they
never seem to be interested. All they want to see is the end result from the
project. They are not too keen to promote learning from mistakes or
successes. They are purely result-oriented.” Another close informant added,
“Besides, we are not rewarded for being participative and sharing our
experiences during such meetings. Our performances are measured against
our project outcome and not the post-mortem exercise. That is the reason why
few people attend such sessions.”

The purchasing manager was still brooding over the project being abandoned
atatime when the development was almost completed. Instead of trying to identify
any wrongdoings for the project, he was seen blaming the suppliers throughout the
session. Ontop ofthat, he was also pointing his fingers at the programmers for their
delay during the development stage, which had provided the suppliers withample
time to stop the project before it was launched. He commented during the meeting,

“Part of our failure was due to some delays from our programmers. If they
had followed the project schedule closely, the software development would
have been completed before any outsiders could intervene. ” His blunt accusa-
tionhad clearly angered the IT manager who was seen leaving the meeting after the
comment. [t was observed however that most of the members who attended the
review session had remained quiet throughout the session. One of the attendees
commented, “What can we say? If we made any negative comments, the
purchasing manager would offer several excuses for it. It is better to keep
quiet than to risk offending him.”

Inalaterinterview, the IT manager offered his perspective on why the project
was cancelled, “There were basically three problems. Firstly, the purchasing
manager should have communicated the benefits to the suppliers and allayed
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their fears instead of clashing with them. Second, the purchasing manager
failed to market the project effectively to the top management. Even though
initial approval was obtained, the purchasing manager ignored maintaining
and further strengthening of his relationships with the directors. There was
no periodic update from him regarding the progress of the project during the
development. He could have marketed his project more aggressively to the
directors. If he had portrayed the project as one that would bring about
drastic improvement to the company’s bottom-line, then the directors might
notrelent to the supplier’s pressure and abandon the project so easily. Lastly,
there was no proper documentation for minutes and memos in project
meetings. Often, there seemed to be communication breakdown between my
programmers and the purchasing department.”

Even though there seemed to be many problems, the I'T manager did notbring
up those issues during the post-mortem session. He explained, “In our environ-
ment, we have to be cautious with our criticism. If [ bring up those issues, the
purchasing manager is going to be unhappy with me. I do not wish to have any
enemies in this company. ” In a separate interview, the directors had denied that
they caved in to the suppliers’ pressures. One of the directors commented, “The
purchasing manager had mishandled the whole situation. We should maintain
close relationships with our suppliers as we view them as our partners. We
ought to explain and assure them that the objective of the new system is to
enhance the whole purchasing efficiency, which might benefit them as well.
The project was cancelled because it would never have worked without the
support of the suppliers.”

RESULTS AND DISCUSSIONS

Critical Success Factors for a Post-Mortem Analysis

The following discussions seek to describe the role project post-mortem
analyses plays in learning from abandoned e-commerce projects. The factors
critical to successful post-mortem analyses as emerged from the case are summa-
rizedin Figure 2.

Open and Forgiving Corporate Culture. It is important for organizations
to nurture an open and forgiving corporate culture. Efforts must be made to
reinforce the good intentions of learning from failures, so that project members are
willing to share their experiences. The impact of the decision onindividual careers
should be minimized whenever possible so as notto create an atmosphere in which
individuals would notbe willing to discuss with management what went wrong and
why inthe aftermath ofthe decision (Ewusi-Mensah, 1997).

Copyright © 2003, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of Idea Group Inc. is prohibited.



Gaining Knowledge from Post-Mortem Analyses 117

Figure 2: Critical Success Factors for a Project Postmortem Analysis

Open and Attitude and Appointment of
Forgiving Commitment of Independent
Corporate Culture Management Auditor

Critical Success Factors for Project
Postmortem Analysis

Good Full Cooperation Continuous
Documentation — and Participation Motivation
Sensitive to Issue of
Privacy

Attitude and Commitment of Senior Management. The senior manage-
ment must be committed to the post-mortem exercise (Harris, 1994). The
importance of the exercise mustbe emphasized and made known to every member
ofthe project group in order to guarantee full participation from them. In the case,
ifthe senior management had recognized the importance of learning from past
mistakes, they would have been more committed and placed more emphasis insuch
sessions. This would create more interests and encourage active participation
among the members. Itis only through such avenue that the post-mortem analyses
wouldbecomebeneficial. The seniormanagement should also establish a culture of
trustthroughout the organization— forexample, ifitdeals with project grievances
and maintains open communication—thereisless likely to haveresistance fromthe
members. However, if senior managementremains aloof with group antagonisms
perpetuated at work, effective implementation would then be hindered.

Appointment of Independent Auditor. Anindependent auditor should be
appointed with an objective to protect the interests of the organization asawhole.
Itcouldeither be an internal or an external auditor who does nothave astake inthe
projectbeingaudited and is with vastrelevant project management experience. The
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appointee should actasa facilitator to encourage participation among the members.
To insure thatauditors’ recommendation would avoid any accusation from the
projectteam members, the appointee should reportdirectly to the top management.
It was a mistake to assign the purchasing manager to conduct the post-mortem
meeting inthe case. Beingaleading character in the project, his opinions mighthave
already been swayed by his emotions. It would be difficult for him to offer an
objective opinionin the projectreviews when facing an outcome of project failure.

Good Documentation Throughout the Project and During Post-
Mortem Process. Minutes, memos and activities conducted during the project
development mustbe well documented (Busby, 1999). Thisisto ensure thatany
mistakes made during the project can be easily traced and clearly identified during
the projectreview process. Atthe same time, findings concluded after the post-
mortem exerciseare extremely valuable to the organization for learning and might
be utilized as guidelines for future software development projects. However,
organizations have to be sensitive about the issue of privacy because people tend
to avoid admitting their own mistakes and are only willing toreveal the truth when
theiridentities remain anonymous.

Full Cooperation and Participation Among Project Manager and
Team Members. People tend to hide mistakes rather than report and evaluate
them. But there are some who chose to keep mom because of risks to their own
careers. The prospective whistle blower needs to face the reality that the critical
auditreport may contradictthe bestjudgment and vested interests of the powerful
playersinthe project group (Keil & Robey, 2001). Overcoming the fear is critical
and is a challenge for all project teams in their attempts to learn from past
experiences and improve future project management. Inthe case, project members
were seen keeping quiet throughout the session and hardly provided or shared any
experiences gained from the project. The purchasing manager, when conducting the
review session should have encouraged more participation from the team members
and assured them thatsuch learning session would not inflictany ill feelings within
the group.

Continuous Motivation is Needed Throughout the Process. The post-
mortemexercise acts as an internal group relationship process, which regulates and
strengthens internal group interactions. By examining the mistakes together, ithelps
to create an environmentin which team members share positive, friendly feelings as
well asasense of loyalty and responsibility towards each other (Swanson, 1998).
Valueis placed on open communication, supportiveness, commitmentto the team
and positive interpersonal relations. Thus relationship process may prove tobe a
particularly important contributor to the cause of building better systems.
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Cultural Factors that Influence the Success of Post-

Mortem Analysis

This section highlights how some of the traits of Japanese culture might
influence the success of post-mortem analyses in a Japanese corporation: the end
oflifetime employment and group membership. Japanese management approaches
have often been scrutinized on the cause-and-effect on their success in the market
place (Mestreetal., 1997). Cultural influence can function as a positive factor that
draws outthe best of their workers’ potential and values, oritcanactas anegative
factor. Toreinforce its importance, Glass (1991) stressed that the key to Japanese
effectiveness is the combined brainpower of all its employees and the fostering of
intense exchange and communication.

The End of Lifetime Employment

Traditionally, Japanese society can generally be described as stable and
homogeneous. Companies prefer long-term, stable and close relationships with
employees, customers and suppliers. Successful Japanese corporations would
providetheirprofessional, technical and managerial employees with jobs for life as
the management has deep commitments to employees and personnel issues.
Furthermore, Japanese legislation has madeitillegal to sack theiremployees, so as
tomake these companies responsible for their social and economic aspects of life.
Ontop ofeverythingelse, the emphasis on company loyalty has alsoinhibited typical
Japanese workers from leaving his or her company (Herbig & Jacobs, 1997).

Insspite of this, the business environment has changed rapidly inrecent years.
Economic slowdown has, however, altered the long-standing policy of lifelong
employmentto meetnew demands of cost cutting for survival. There are four ways
Japanese companies have adopted to reduce their wage bills: moving production
to countries with lower minimum wage, employing more temporary employees,
transferring employees to work for suppliers and forcing senior employees into
early retirement. The demise of lifetime employmenthas seriously weakened the ties
employees have with these corporations. Existing practices have replaced the
traditional practices thatemphasized on harmony, stability, continuity and consen-
sus. Employees are feeling insecure about their jobs, as many companies have
resorted toretrenchment solution in this economic crisis. Inthe case of TechCo, we
cannotdeny that cultural factors might have played amajorrole in influencing the
members’ behaviors during their post-mortem session. The fear of losing theirjobs
could have forced project members to refrain from sharing their experiences, let
aloneadmitting theirownmistakes. Eventhough itisimportantto establishaculture
oftrustthroughout the organization when dealing with project grievances, however,
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we should highlight thatitisdifficultto establish trustin suchssituations, dueto likely
resistance from the members. Therefore, by taking the risk of such cultural
influences into account, we stress that the senior management plays akey role in
building a trusting relationship within the organization, which may prove tobe a
particularly important contributor in conducting asuccessful post-mortemanalysis.

Group Membership

Central to the Japanese is the concept of “groupism” (Hayashi, 1990). In
Japanese corporations, itis important to maintain harmonious relationships in the
group to which onebelongs. Various social events are held regularly to strengthen
group bonding among its employees. Group harmony and collectivism are key
Japanese values in their culture (Hodgetts & Luthans, 1997). Furthermore,
employees are expected to work beyond their official working hours to demon-
strate their sense of belonging to the company. Harmony is considered as one of the
most important requirements in order for the maximization of organizational
outcomes. Ifan employee has a different opinion from the rest, itis better for him
toremainsilent (Kuboetal.,2001). Allemployees are perceived as interchange-
ableand, as such, are almost considered as non-entities since there is no difference
between one individual and another (Mestreetal., 1997). The more institutionalized
the form of socialization is, the greater are job satisfaction and commitment
generated and the lower is the intention to quit (Jones, 1986). The challenge for
Japanese organizations is therefore to make every individual a productive team
member, emphasizing the importance of the two components of Japanese business
success: membership and productivity. In order to reinforce the process of identity
with the group, dormitories, collective meals, team banners and names, assigned
meeting locations, are all ways to help bring people together (Mestreetal., 1997).
Japanese believes that when a team tackles a task, it is more likely to get done
effectively and efficiently. They have made a tradeoft: in exchange for occasional
moments of greatness from individual superstars they have substituted the steady
progress of acohesive, and of aunified group (Rehfeld, 1994). Collective needs
are more important than individual needs in aJapanese corporation. Japanese has
avery people-oriented way of viewing their employees. Many chiefexecutives of
major Japanese companies frequently describe the firmasa ‘family’ (Hatvany &
Pucik, 1981). This culture of collectivism might help to explain why TechCo’s
projectmembers had remained silent during their post-mortem session, as they
mightbe afraid to speak up for fear of offending the purchasing manager or their
colleagues. Furthermore, they might also be preventing any potential conflicts
arising fromthe situation in order to maintain cohesiveness within the group. Their
concepts of ‘unity’ and ‘teamwork’ have certainly proved to hinder their learning
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process. Eventhough, we are aware of such existing cultural impacts that mightbe
influencing employees’ behaviors, one has to bear inmind that corporate culture is
supported by traditions thathave been developed since company’s foundation, and
have grown in succession. Therefore, making fundamental changes are difficult.

Implications for Practitioners

Some managerial guidelines are recommended for managers to adopt when
conducting their projectreviews. While individuals play an importantrole in the
projectdevelopment process, much of what causes abandonment is in the nature
of organizations, notpeople. The organizational context into which apost-mortem
analysisisintroduced has a crucial bearing on its acceptability and subsequent
effectiveness. Organizations may face with resistance to learn from past mistakes.
Resistance should notbe seen merely as a problemto be solved. In fact, resistance
isagood clue asto whatis going wrong and what can be done about it. The main
reasons forindividualstoresistprojectreviews are feelings of embarrassment from
failure or facing the unknown to theirjob security, disturbance of social relationship
among project group and lack of understanding of the review purposes. There are
many steps, however, thatorganizations can take to create an environment in which
managers and project team members are encouraged to learn from the post-
mortem results that can avoid or diminish future project abandonment. However,
withoutany incentives, itis naive to expect thatall managers and members will be
motivated to learn (Bowen & Clark, 1994). One suggestion is to link project
members’ performance evaluationagainst their initiatives and commitment towards
learning from post-mortem analyses. In that way, project members would be more
committed and participative in post-mortem analyses.

Organizations should create a tracking system that gives senior management
afullaccountofall on-going information systems projects and their current stages.
Clear guidelines should be established to mark the point at which projects move
from one stage to another. After every stage, project managers should review their
progress to see whether there are any serious problems they will face in continuing
pursuitthe project (Gaynor, 1996). Managers must be made aware thatthere are
many advantages in pursuing such astaged and incremental approach toreviewing
projects so as to ensure that managers fully utilize such tracking system.

Finally, reviews should be held during projectdevelopment and post-mortems
(Jacobs, 1999; Schmidt et al., 2001). The exact timing and frequency would
depend onthe scale of the project and should differamong individual companies.
Organizations ought to be focused on whether the progress made ismoving towards
meeting the project goal. The review should also uncover any potential project
obstacles (Chikofsky, 1990). Any deterioration in the project conditions should
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triggerre-evaluationto seeifthe troubled projectshould be abandoned toavoid any
escalation of commitment.

CONCLUSIONS

Inthis paper, wehaveused a case study of the short-lived e-purchasing project
experience as a vehicle for exploring issues critical to successful project post-
mortems, whichmighthelp organizations in their learning process and prevent future
projectcancellations. Through the interviews with the stakeholders, we gathered
qualitative data about the project post-mortem practices in the company. Our
findings revealed six factors that were critical to whether or not a project post-
mortemwouldbe successfully carried out. We found thatcreating ahealthy climate
for successful project post-mortem s essential for reducing projectabandonment.
Post-mortems should not be for the purpose of seeking scapegoats and assigning
blame, but to help first the project in distress and those who follow after. Our
objective is to encourage one to broaden the experience by laying hold of the
experiences of others, reluctant though they were to, discuss them at times and so
learn with them the lessons that they had to learn the “hard way.” Experience is
undoubtedly the key to success. [fone is to learn from the past, one must listen. It
ismostdifficultto getpeopletolisten, letalone learn. Itis therefore our sincere hope
thatthe recommended factors and managerial guidelines can help organizations to
re-examine their project post-mortem processes and at the same time, create more
awareness on the importance of learning from past experiences.

Giventhatabandonment is acommon and costly problem among IS projects
(Ewusi-Mensah, 1997), there can be no question about the importance of
understanding the nature ofabandonmentand hence try toavoiditifnecessary. As
there are very few empirical studies on e-commerce project abandonment, this
study represents a contribution to knowledge in this field as it complements the
existing studies by demonstrating the importance of learning from pastexperiences,
which could enhance future project management practices. One particular feature
that distinguishes this study clearly from previous research is that we have
developed a learning perspective by providing prescriptions to avoid future
projects from being cancelled. Managerially, the result could provide managers
with better knowledge inmanaging project development process. Moreover, the
factors and cultural influences that we discussed could be of great value in terms of
guiding management in making decision throughout their development process,
especially withregard to managing relationships with stakeholders.

Finally, eventhough we are convinced that the findings of this study will prove
useful to both academics and practitioners, we believe there are many avenues for
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further research into IS project abandonment. The study breaks new ground in
providing systematic evidence that could help explain the need to understand the
process of learning from past project experiences. Another direction for future
research could be to investigate and understand the dominant factors and their
relative influence in the learning process to stamp out project abandonment.
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Chapter VI

Analysis of Cultural
Conflict in the Development
of Web-Enabled
Information Systems

Pradipta K. Sarkar and Jacob L. Cybulski
Deakin University, Australia

ABSTRACT

Web-enabled applications are used increasingly to facilitate business
transactions between and within organisations. Designing a successful web-
based information system requires considerable insight into collaborating
organisations, their technological needs, having the substantial management
and development experience, and a thorough knowledge and understanding
of the cultural issues arising from the diverse base of stakeholders involved
in the development, implementation, and the usage of the system. Cultural
differences in particular, often ignored in information systems development,
if not addressed appropriately, may lead to impaired communication,
misunderstood requirements, flawed decisions, and ultimately conflict among
various stakeholder groups. In this paper, we propose a method of identifying
cultural issues early in the development process and we do so by focussing on
stakeholder concerns, commonly perceived as a barrier to effective
development process, but which we find a useful instrument in studying
cultural divergence and in some cases also conflict.
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INTRODUCTION

The advent of the World Wide Web (WW W) and the emergence of Internet
commerce have givenrise to the web as amedium of information exchange. In
recent years, the phenomenon has affected the realm of transaction processing
systems, as organizations are moving from designing web pages for marketing
purposes, to web-based applications that support business-to-business (WEB)
and business-to-consumer (B2C) interactions, integrated with databases and other
back-end systems (Isakowitz, Bieber, etal., 1998). Furthermore, web-enabled
applications are increasingly being used to facilitate transactions even between
various business units within a single enterprise. Examples of some of the more
popularweb-enabled applications inuse today include airline reservation systems,
internetbanking, studentenrollment systems inuniversities, and Human Resource
(HR)and payroll systems.

The prime motive behind the adoption of web-enabled applications are
productivity gains duetoreduced processing time, decrease in the usage of paper-
based documentation and conventional modes of communication (such as letters,
fax, ortelephone), and improved quality of services to clients. Indeed, web-based
solutions are commonly referred to as customer-centric (Li,2000), which means
that they provide user interfaces that do not necessitate high level of computer
proficiency. Thus, organizations implement such systems to streamline routine
transactions and gain strategic benefits in the process (Nambisan & Wang, 1999),
though the latter are to be expected in the long-term.

Notwithstanding the benefits of web technology adoption, the web has ample
share of challenges for initiators and developers. Many ofthese challenges are
associated with theunique nature of web-enabled applications. Researchinthe area
of web-enabled information systems has revealed several differences with tradi-
tional applications. These differences exist with regards to system development
methodology, stakeholder involvement, tasks, and technology (Nazareth, 1998).
Accordingto Fraternali (1999), web applications are commonly developed using
an evolutionary prototyping approach, whereby the simplified version of the
applicationis deployed as apilot first, in order to gather user feedback. Thus, web-
enabledapplications typically undergo continuousrefinementand evolution (Ginige,
1998; Nazareth, 1998; Siau, 1998; Standing, 2001). Prototype-based develop-
mentalso leads web-enabled information systems to have much shorter develop-
mentlife cycles, butwhich, unlike traditional applications, are regrettably developed
inaratheradhoc fashion (Carstensen & Vogelsang,2001).

However, the principal difference between the two kinds of applications lies
in the broad and diverse group of stakeholders associated with web-based
informationsystems (Gordijn, Akkermans, etal.,2000; Russo,2000; Earl & Khan,
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2001; Carter, 2002; Hasselbring, 2002; Standing, 2002; Stevens & Timbrell,
2002). Stakeholders, or organizational members participating in a common
business process (Freeman, 1984), vary in their computer competency, business
knowledge, language and culture. This diversity is capable of causing conflict
between different stakeholder groups withregards to the establishment of system
requirements (Pouloudi & Whitley, 1997; Stevens & Timbrell, 2002). Since, web-
based systems transcend organizational, departmental, and even national bound-
aries, theissue of culture poses a significant challenge to the web systems’ initiators
and developers (Miles & Snow, 1992; Kumar & van Dissel, 1996; Pouloudi &
Whitley, 1996; Li & Williams, 1999).

Inthis paper, we propose amethod ofidentifying cultural issues that could lead
tosituations of conflictin the development of web-enabled applications. We focus
onconflictthatresults fromdifferences in organizational and departmental culture.
Discussion of conflictin general and from the perspective of cultural differences is
the subject ofthe nextsection.

THE CONFLICT OF CULTURES

Organizational conflict and its pervasive nature can be observed in any
organization (SchermerhornJr., Hunt, etal., 1997). Conflict of such nature may
occuratpersonal, group, and organizational levels, and its manifestation could take
the form of intra-personal conflict, inter-personal conflict, intra-group conflict,
inter-group conflict, intra-organizational conflict, and inter-organizational conflict.
Business stakeholders may disagree on matters such as the setting of a group,
organizational goals and values, allocation of resources, distribution of rewards,
policies, procedures, and task assignments (Putnam & Poole, 1987). In extreme
situations, unlessitis detected early and dealt with promptly, intra-organizational
conflictcould lead to express struggle between stakeholders who have incompat-
ible goals, who share scarce resources and compete for few rewards, and who are
the source of mutual interference (Hocker & Wilmot, 1985). Some practitioners,
nevertheless, consider conflict as an intrinsic part of organizational life and, if
properly managed, an instrument of growth and desired change (Deutsch, 1973;
Robbins, 1974; Renwick, 1975).

Conflicts commonly develop over an extended period of time, and they follow
anumber of easily recognizable stages (Pondy, 1967), i.e. latentaccumulation of
conflictantecedents, feeling or perception of early signs of conflict, manifestation
of conflicting behavior, and the conflictaftermath uponits suppression orresolution.
Since conflictantecedents are directly responsible for the development of manifest
conflict, the focus of our study is directed towards gaining better understanding of
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these conflict-conducive conditions, of which there exist three main types, i.e.,
socio-political, structural and technological (Kumar & van Dissel, 1996; Li &
Williams, 1999).

Socio-political antecedents frequently relate to the issues of mutual trust
among participant firms in the sharing of sensitive business information and the
control of information resources in the inter-organizational network. Opportunistic
behavior, poaching, shirking, and overt sponsor dominance are capable of
triggering significant conflict (Sherer, 1995; Kumar & van Dissel, 1996; Li &
Williams, 1999).

Structural antecedents on the other hand are related to the differences in
organizational structure (organizational differentiation) and business processes
(structural differentiation) of the respective stakeholders. Asmostorganizations are
resistantto fundamental changes in their structure and operating procedures, this is
definitely a source of conflict. Furthermore, if the inter-organizational network
extends beyond national boundaries, the differences between national regulations
and customary business practices could also cause conflict (Kumar & van Dissel,
1996).

Sometimes inter-organizational conflict transpires through the use of technol-
ogy employed insupportofbuilding relationships, inter-organizational communica-
tionandbusiness transactions. Typically such technological antecedents are only a
reflection of structural or socio-political inadequacies and incompatibilities of
interacting organizations. Insome cases, however, the technological solutions can
become the main cause of inter-organizational conflict. Technological antecedents
areusually associated with mismatched IT infrastructures of the participant firms,
the adoption ofnew and untested technologies by sponsors, or the overreliance on
the business process improvement due to the technological change. However,
regardless of the nature of the conflict antecedents, it is the process of system
requirements determination thatprovides an opportunity to identify and minimize
the effect of potential conflicts, including those sourced in cultural factors, at the
earlieststage of developing technological infrastructure for the collaborating or
competing originations. Conflict, power and control have already beenrecognized
asplayinganimportantrole inrequirements engineering and have been previously
studied inthe contextoforganizational and multicultural projectsettings (Easterbrook,
1994; Bubenko, 1995; Thanasankit, 2002).

Researchers in Information Systems persistently declare cultural antecedents
of conflictas posing one of the greatest challenges to the effective developmentand
deployment of inter-organizational systems (Kumar & van Dissel, 1996; Li &
Williams, 1999), of which web-enabled applications, being at the focus of our
research, are simply the sub-class. Issues related to organizational culture are
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commonly concealed, subtle, irrational, and developing over long periods of time,

thus suchissues are hard to detect, communicate and subsequently track. Atthe

sametime, inview of the priorresearch in organizational management and conflict,
itis possible to distinguish two major classes of cultural antecedents of conflict

(Schermerhorn Jr., Hunt et al., 1997; Wood, Wallace et al., 1998), which are

related to:

*  Organizational differentiation, which occurs when the stakeholders follow
differenttime horizons for their projects, have different goals and perspec-
tives, and use distinct language and terminology;

*  Structuraldifferentiation, whichmay exists dueto the difference in stakehold-
ers’ rules, procedures, and policies.

Thus, our proposed method of detecting cultural antecedents of conflict is
aimed atidentifyingsituations, in particular in web development, where organiza-
tional and structural differentiations exist and as such which may lead to the
development ofacute and possibly recurring manifestation of conflict.

DETECTION OF CULTURAL ANTECEDENTS
OF CONFLICT

The presented framework for conflict detection, analysis and representation
has been proposed by the authors (Sarkar & Cybulski, 2002b) to combine a
number of analytic methods currently employed in other information systems
developmentareas, namely viewpoint, stakeholder and domain analysis.

Inrequirements engineering, the methods ofidentifying system inconsistencies,
and thus avoiding the potential risks and conflicts, include stakeholder analysis
(Smith, 2000) and viewpoint analysis (Finkelstein, Nuseibeh, etal., 1994; Leite,
1996; Sommerville & Kotonya, 1996). Stakeholder analysis focuses on determin-
ingsystemstakeholders, theirinterests, influences, their similarities and differences,
and their impact on the project. Viewpoints, on the other hand, represent the
organizational and developmental knowledge as perceived by individual stakehold-
ers. Such knowledge commonly provides areference model for the requirements
ofthe newly constructed systems. Comparison of viewpoints leads to discovery of
inconsistencies in the stakeholders’ understanding ofthe web-enabled processes
orintheirrespective policies.

Sommerville and Kotonya (1996) further extend the viewpoint approach by
introducing the notion of stakeholder concerns. In general, stakeholder concerns
impose constraints on system requirements and themselves are treated as obliga-
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tory requirements for all systems ina given application domain. Compliance with
organizational stakeholder concernsiscritical to developing systems, which are less
likely to cause or support inter-organizational conflict (Easterbrook, 1994). In
web-based e-commerce systems, stakeholder concerns are usually related to the
systems’ accessibility, scalability, reliability, performance, security, and attractive-
ness ofthe web presentation (Abolhassani, 2000; Li,2000). Wedefinea “concern”
asanissue voiced by a particular stakeholder with regards to some aspect of the
proposed information system, which impacts the stakeholder’s involvement in this
systemand which when addressed will determine selection of the systemrequire-
ments (Sarkar & Cybulski,2002c¢). Ifanalyzed systematically, concerns could help
uncovering cultural antecedents of conflict. As dealing with organizational and
cultural conflictin software development is often arecurring event, developers’
experience inidentifyingand resolving the earliest stages of cultural antecedents of
conflictshould be captured, recorded and preserved for future use and reuse.

Pastresearch indicates that stakeholders’ knowledge, their characteristics,
needs and concerns, as well as their requirements for systems in the domain, can
beeffectively reused between multiple projects withina single application domain
(Prieto-Diaz, 1990; Arango, 1994; Cybulski, Neal, et al., 1998). Software
engineering practice also suggests thatreuse of various software life-cycle work-
products could lead to higher quality of software and more cost-effective systems,
as compared with the systems produced entirely from scratch (Basili, Dieter, etal.,
1987; Tracz, 1987; Prieto-Diaz, 1990). Reuse of requirements is especially
relevant to web application development, where in the absence of a stable
community of easily accessible stakeholders, system requirements are commonly
inferred by developers rather than elicited from users in a systematic process
(Gordijn, Akkermans et al., 2000). In this context, we have proposed and
evaluated amethod ofidentifyingand analyzing developers’ experience indealing
with stakeholder concerns. These concerns include those regarding to differences
inorganizational cultures, of which concerns could be gathered and consolidated
across anentire application domain, then packaged ina formsuitable for discussion,
training and dissemination, and subsequently reused from one web project to
another (Sarkar & Cybulski, 2002a).

An effective form of packaging experience related to solving frequently
occurring problemin a certain domain, in our case identification of antecedent
cultural conflictin web systems, is known as patterns (Buschman, Meunier, etal.,
1996; Rising, 1999). Patterns are known to be particularly effective in sharing and
reusing expertknowledge in such applications as architectural design (Alexander,
1979), education (Anthony, 1996), design of organizational processes (Coplien,
1995), software development (Gamma, Helmetal., 1995; Buschman, Meunier,
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etal., 1996; Fowler, 1997) and multimedia construction (Rossi, Schwabe, etal.,
1997; Cybulski & Linden, 1998).

Patterns are fashioned to facilitate effective problemsolving, i.e. identification
ofaproblem in some specific context, understanding the reasons for the problem
to occur and persist, selection of the problem solution, and predicting the
consequences of applying a particular problem solution. Our conflict patterns are
thus formulated according to the most commonly used pattern schema, which
consists of the following components (Gamma, Helmetal., 1995, 3, 6-8):

*  Name ofthe pattern;

*  Astatementofthe problem, which calls for the application of a pattern or set
ofpatternstoresolveit;

*  Context,adescription ofthe situation in view of which the problemhas arisen;

*  Asetofforces, preventing effective application of certain classes of solutions
to the problem athand,

»  Thesolution(s), whichdescribe(s) how the forces could be resolved in order
to come up with the best solution;

*  Theconsequences ofapplying the pattern in terms of the expected results and
trade-offs;

*  Knownuses, orreal-life situations where the patterns have been successfully
applied insome form.

Viewpoints, concerns and patterns are an integral part of our approach to
detecting cultural conflict antecedents. The model describing our approach is
shown in Figure 1. The model shows two stakeholders, namely A and B,
represented by stick figures. The stakeholders are two enterprises or two organi-
zational thatinteract viaa web medium. The two stakeholders are assumed to be
culturally differentinlight of their viewpoints about work processes and “the way
they dothings.” The number of stakeholders may vary depending upon their direct
participationinaworkflow.

As the participating stakeholders may have differing viewpoints on the
workflow they jointly participate in, there might exist, in view of the assumptions
made about cultural differences, antecedents of conflict. To counter such develop-
ment, we capture the stakeholder viewpoints by identifying the stakeholder
concerns, and subsequently comparing these concerns against the patterns col-
lected inan experience base, depicted by the cylinder labelled “Domain Concerns”
inFigure 1. Ifthe match should occur, we use the patterns to guide web systems
developers in the analysis of conflict antecedents, possible renegotiation of
workflow requirements, and adopting a proven solution thatis likely toreduce the
stakeholders’ concerns about the adverse effects of cultural differences.
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Figure 1: The Model of Conflict Detection in the B2B Systems Development

Web Application

Pattern
Matching

Domain
Concerns

Analysis of Conflict
Antecedents

ANALYSIS OF STAKEHOLDER CONCERNS

Weundertook our study of cultural antecedents prevailing in web develop-
mentprojects, by conducting in-depth qualitative interviews of stakeholders in the
web-enabled Human Resource (HR) domain in Melbourne, Australia. Our choice
ofadomain was influenced by elife interviews with two e-business consultants
(Marshall & Rossman, 1989). The consultants suggested the domain of web-based
HR and payroll systems as of particular interest to the research, due to the recent
adoption of web technology in outsourced and in-house HR and payroll services
in Australia, the significant scale of the deployed systems, and the fact that cultural
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Figure 2: Method of Gathering Concerns
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issues are present in such systems. Based on their suggestions, we proceeded to
collectcomprehensive datareflecting stakeholders concerns (Marshall & Rossman,
1989; Creswell, 1994), by conducting in-depth interviews with HR departments
implementing web-based systems, web-based payroll providers, solutions devel-
opers, and application service providers (ASPs). This was supplemented by
audiovisual materials, such as demonstration software and presentations.

The method we employed in this regard comprises of four steps, namely, the
collection of concerns, analysis and recording of concerns, validation and consoli-
dation, and packaging concerns into patterns. Figure 2 illustrates all of the
conducted activities and provides amethodological framework for our study. It
shows the stakeholders (shown as stick figures), activities (ellipses), and the output
ofeachactivity (rectangular boxes). Description of the methodological steps
follows.

*  Collection of Concerns
This step involved the collection of comprehensive datareflecting the expe-
rience of web-based HR/payroll initiators’ and developers inincorporating
the concerns of the most significant stakeholders, and the resultant system

requirements thatemerged (Marshall & Rossman, 1989; Creswell, 1994).

The multi-case studies enabled us to gather rich data that could be used in
establishing domain knowledge of concerns (Yin, 1994).
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e Analysis and Recording of Concerns
Inthis stage, the collected concerns were looked upon as domain artefacts
and their similarities and differences were subjected to analysis, inaccordance
with the principles of domain analysis. This allowed the determination of
domain features (Arango & Prieto-Diaz, 1987; Kang, Cohen, etal., 1990;
Prieto-Diaz, 1990; Arango, 1994; Kang, Kim et al., 1998). The data was
analyzed qualitatively in orderto spotregularities (Miles & Huberman, 1994).

*  Validation and Consolidation
In order to represent the collected data as patterns that depicted cultural
antecedents, it was imperative to consolidated and validate the stakeholder
concerns. This was done through a series of structured follow-up interviews
with the participants. In these interviews, the interviewees were presented
with concerns collected across the entire domain to ascertain the relevance of
these concerns to their particular organization, as well as to classify each
concern statement as a pattern component, i.e., its problem, force, solution or
consequence. Interviewees were also asked to provide some insight into their
particular decisions associated with the concern’s relevance and its classifi-
cation. Therich insight information was used to derive the context of each
pattern. The consolidation and the relevance ranking were also helpful in
shedding some light on the similarities and variation between the stakeholder
concerns.’

*  Packaging Concernsinto Patterns
Finally, a series of structured interviews helped packaging the identified
concerns into patterns as per the classification of their features. Such
packagingallowed systematicrepresentation, sharing and reuse of experience
indealing with stakeholder concerns among the domain developers. The
packaging of concerns was the final step in the method.

DISCUSSION OF FINDINGS

Our findings revealed that cultural issues although recognized were not of
outmost concernto providers of commercial payroll services. These organizations
catered to small and medium-sized enterprises (SMEs). The commercial payroll
provider acted as a ~ub in the web venture, and thus, the work culture of various
clientsdidnothave an overbearing impactonit. In fact, technological antecedents
were more ofaconcern, as stated by aprominent member of the web team of one
ofthe providers:
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“...most of our clients are small businesses. So, they may not be at
a stage where they could claim to be PC-ready or Internet-ready.

So, we are more inclined to support them from a technical point of
view.”

Onthe contrary, the HR departments of organizations, which had deployed
web-enabled applications to facilitate their interactions with otherunits, reported
the prominence of cultural issues in the setting of systemrequirements. Furthermore,
these organizations were all tertiary-level educational institutions consisting of
various faculties and departments that differed greatly in their culture and outlook.
Therole ofthe HR departments was to provide support to these units, and in doing
so, needed to comply and work alongside the peculiarities of the diverse cultures
and modus operandi. Thus, cultural antecedents had to be dealt with in the
establishment of requirements for the web-based systems. The importance of
culturalissues wasreiterated by one of the interviewees, aweb system administrator
inthe HR department:

“The various departments have their own ways of doing things,
which might have not much in common with each other. Besides,
some of the people from these departments could be high up in the
power structure (of the institute) and have their own little cliques.
So, we had to be very careful when we approached them with our
plans to involve them in the usage of the web system.”

Wealsodiscovered thatsome of these concerns called for additional features
to be included or restricted some of the requirement specifications. For example,
supervisors could reject timesheets or leave applications submitted by employees
without providing any explanations on the web, even though this was not initially
intended by HR. Thereason, according to the developer, was:

“Most of the users are academics. We cannot expect them adhere
to strictly enforced business rules embedded into the application.
Moreover, ifthere was a problem with an employee document, they
would rather sort it out internally without using the web system. So,
we decided not to enforce the entry of rejection comments on the
web.”

Yet, another participant stated:
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“They (the academic departments) were initially not keen on using
the web system, because they thought this would change the way
they have been working for years. This is why we had to take steps
to clarify and explain the benefits of the web system to them, and
the fact that this would not necessarily mean a radical change in
their culture.”

The initiators were also aware of the importance of informal communication
mechanisms and nuances prevalent in the individual departments, which they took
into account while embedding business rules into the applications. Aninstance of
such a scenario related to the internal agreement that was made between a
supervisor and an employee, when the latter was applying for leave for duration
longer than for which he was eligible. In the words of the systems manager,
responsible for overseeing the development and maintenance of the web system:

“Like Isaid, this (the application for leave) involves communication

between the employees and supervisors within the departments.

Usually, the employee would have spoken to the manager about
this leave involving the extra days. So, these applications are
already verbally approved even before they make it to the system.

So, we have not actually hard-coded this (business rule permitting
leave only for the period allocated) into system, as this would take
away the flexibility (desired by the various user groups in view of
their group cultures).”

Our case studies also revealed the manifestation of conflict between two
entities owing to different cultural perspectives. The issue was associated with a
security requirementinvolving the use of digital signatures, and was enforced upon
the systemby the developersinline with their culture oftechnological innovativeness.
Accordingtothe chiefdeveloper:

“I think we are not at all behind in terms of the web-enabled HR
system that we’ve developed. In fact, most applications in the
domain don 't have digital certificates for authorization. So, we are
using leading edge technologies.”

A conflicting viewpoint on the issue of digital signature was held by the HR
manager, who headed the division’s web initiative:
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“While it is certainly true that digital signatures are far more
secure than ordinary usernames and passwords, but the
administrative burden of maintaining digital certificate technology,
at the level of technology that was around at that time, far
exceeded any benefits gained from the increased security. The
burden of administration fell onto us (HR), but we were inadequately
resourced to do this.”

The end-users of the system were likewise, not keen on digital signatures
either. From the feedback obtained as part of the incremental approach to the
evolution ofthe web system, it was revealed that supervisors also considered the
implementation of this technology as burden as it was time consuming to install and
required additional training for effective usage of the technology.

Moreover, in the words of the HR manager:

“This digital signature initiative was railroaded by the developers,

itwas not an HR requirement...nor was it a requirement by finance
for their part in the workflow (for which they use their own digital
certificates). Since, the IT division (developers) knew how to use
the technology (in line with their culture of going for cutting-edge
stuff) ...everyone else should use this...this was their justification.

This impeded our progress in the roll-over and further evolution of
the web system.”

Ultimately, the feature was dropped as a consequence of the conflict, as stated,
indisappointment, by the chief developer:

“Wesetthe features...weputin digital signatures so that authorized
personnel could sign on very securely. HR will then say, ‘what’s
that?’ to which we give our explanation. So, sometimes, when it’s
a new technology, it’s our suggestion. But when it comes to the
nature of transactions—what will be implemented and in what
order—it is their specifications.”

This wasundoubtedly aconflictthat manifested out of a cultural factor, though
ittook the form ofa dispute over the adoption ofa certain technology. Hence, the
method enabled us to conduct in-depth studies into the various web-enabled HR
applicationsandidentify cultural antecedents of conflictas reflected by the concerns
oftherelevantstakeholders.
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REPRESENTATION OF CONCERNS
AS PATTERNS

Based on the elaboration of our empirical findings in the preceding sectionand
inline with the steps in our method, we arrived at data that was cast into patterns.
Inthis section, for the sake of brevity, we discuss two patterns that represent cultural
antecedents of conflict in a particular business setting. These include the No

Table 1: A Sample Pattern 1

Pattern Name No Comments Please
Problem What happens if supervisors are concerned about spending too
much time and effort while approving employee applications
online?
Context The main workflows of a web-enabled HR system include the

submission and approval of timesheets and leave applications
by employees and supervisors, respectively. Ideally, web
developers would embed business rules into the workflows to
ensure that, in the event of a timesheet or leave application
rejection, supervisors explain the reasons behind their decision,
i.e., include comments. This is aimed at reducing hiccups in
HR work processes due to grievances by anxious employees.

Forces 1. Supervisors may not be willing to spend too much time
carrying out online administrative tasks, especially if they
are not entirely computer or Internet proficient.

2. In many cases, employees and supervisors prefer to
communicate informally within their work units with
regards to matters of pay and leave.

3. Unhappy supervisors will express aversion to online
administrative tasks.

4. Complaints will be lodged by anxious employees whose

applications have been turned down without proper
comments.

Solution The system shall allow supervisors to make decision to
online employee application without including comments

Consequences | 1. A separate set of access codes will ensure a simple yet
secure level of supervisory workflow.

2. It relieves the burden of the initiator’s dedication of vast
resources in maintenance.

3. Such a simple level of security may not be adequate for

more mainstream financial transactions, such as purchase
orders and large fund transfers.

Known Uses | Internet banking sites grant access to personal customers on the
basis of account numbers and passwords.
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Table 2: A Sample Pattern 2

Pattern Name Simple but Secure

Problem What happens if supervisors and/or initiators are concerned
with the use of digital signatures as a security feature?

Context Digital signatures are used to enforce security on open system,
such as application on the web. These technological artefacts
ensure, in the context of web-based HR solutions, that the
approval of timesheets and leave applications are done by
authorized personnel only.

Forces 1. The maintenance of digital certificates necessitates the
allocation of vast resources.

2. The nature of administrative workflow tasks related to pay
and leave approvals are very moderately sensitive.

3. The installation and usage of digital signatures requires
considerable time and training on the part of supervisors.

4. Unhappy supervisors will express aversion to online
administrative tasks.

Solution The system shall designate a separate set of access codes for
supervisors.
Consequences 1. This requirements specification will ensure that

supervisors use the web system
2. ltalso alleviates supervisor concerns about the disruption
of their divisional work practices.

3. No online explanation for employees with regards to the
rejection of their application.

Known Uses Many websites allow registration or online booking without
the inclusion of comments.

Comments Please, and the Simple but Secure patterns, presented in Table 1 and
Table 3, respectively.

The substance of the patterns was derived from the responses of the interview
participants to the various concerns of cultural conflict, which have been discussed
inour findings. Itshould be noted that the findings were obtained empirically from
the data generated and qualitatively analyzed according to the method illustrated in
Figure 2. Note thatthe problem statements of the patterns were actually require-
ment specifications about which stakeholders expressed concerns, while forces
reflected the actual concerns identified. The so/ution component presents system
requirements that were actually adopted in the organizations studied to alleviate
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Figure 3: Classification of Domain Concerns
Web-based I
HR/payroll Domain
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processes I management
Workflow Perlodlc A dministration
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_I_I_I
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Server/DBMS Queries

Security
validation & Look-ups reports
Data entry
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stakeholder concerns, while consequences indicate effects of the requirement
artefact. However, the Known Uses section was not generated empirically, but
came about through the authors’ experience with applications in various domains.

The majority of patterns related to the cultural antecedents of conflict describe
divergent views of two communities of stakeholders, each having different sets of
concerns and priorities. For example, the No Comments Pleasepattern (see Table
1) captures the beliefs of both employees and supervisors (see forces) regarding
theirbusinessrules and preferences. On the otherhand, Simple but Secure pattern
(see Table 3) seems to describe opinions of supervisors alone, yetitis dealing with
the cultural issues of two stakeholder groups, i.e., supervisors and developers. The
presented patternsillustrate the main pointin this paper that the experience captured
and packaged in patterns need to be written with aspecific userinmind—inour case,
theinformation systems developers, whoare toavoid embedding conflicts fromthe
social sphere of organizational interaction into the technological dimension of the
inter- or intra-organizational system. The patterns serve numerous purposes, i.e.,
that of an organizational experience base (capture and codify experience), a
communication and learning tool (dissemination of experience among developers),
and finally that ofaproblem-solvingtool (identification and elimination of cultural
antecedents of organizational conflict). Tobeeffective inits multiple classes ofuses,
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the collected patterns need to be well-written to facilitate their easy understanding
by development staff, organized into a well-maintained repository to ensure their
accuracy and timeliness, and thoroughly indexed to allow efficient access to
patterns and their components.

In our work, we have created a repository of 27 patterns for the HR / payroll
domain. The patterns have been collected and classified according to the features
that emerged during our study of the applications in the domain. The major
stakeholders in the chosen domains validated our patterns to ensure their correct-
ness, their sufficient generality and their applicability and reusability for effective
dealing with stakeholder concerns. The classification schemeisillustrated in Figure
3. Although many ofthe patterns focused on the technical aspects of developing and
running HR services, many ofthe collected patterns addressed the cultural aspects
ofthesysteminplace.

SUMMARY AND CONCLUSIONS

Cultural conflictposes aserious challenge to the development of all e-Business
systemsin general. The difficulty in dealing with such a conflictis two-fold. Inthe
firstinstance, the ineffectiveness inidentifying conflictantecedents accounts for the
intractability of conflict. Secondly, the inability to determine and reconcile the
incompatible perspectives and concerns of stakeholders interacting across the
electronic networks that span organizational and departmental boundaries.

Asthere exist few practical solutions to dealing with this situation, we thus
proposed amethod of predicting the possibility of conflict due to cultural anteced-
ents. Our method focuses onrecording and collecting the experience of developers
and project initiators in dealing with conflict antecedents across a particular
application domain. The generalization, formalization, and packaging of such
experience could enhanceits reusability innew projects in the same domain (Basili,
Dieter, et al., 1987; Biggerstaff & Perlis, 1989; Arango, Schoen, et al., 1993;
Cybulski, 1996; Mannion, Keepence, etal., 1999; Rising, 1999). In ourresearch,
stakeholders’ concerns form the basis of reusable experience. They are captured
from multiple domain sources in the form of patterns and they represent possible
stakeholder viewpoints that may occur in some future projects. The cultural
antecedent patterns are used to guide web system developers in determining
inconsistencies of stakeholder viewpoints and their concerns over requirements for
aproposed system. They provide typical solutions toalleviate such inconsistencies,
reduce stakeholder concerns, and minimize the possibility of cultural manifestations
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of conflict,owing to organizational and structural differentiation of stakeholders,
developing later in the system implementation or its operation.

We conducted astudy of six HR and payroll systems provided by outsourced
payroll companies and HR departments of organizations. Toarrive atacollection
ofuseful patterns, we had to devise anovel pattern mining procedure, based on a
series of exploratory, consolidating and validating in-depth interviews and qualita-
tive data analysis. In the process, we have discovered our method to be effective
in collecting and packaging stakeholder concerns. Using a feature-based domain
analysis, we have also discovered the similarities and variations in the stakeholder
concerns, which enabled usto construct the classification of domain concerns. Such
classificationisuseful indealing withnew domain concerns by instantiating theminto
high-level or low-level patterns.

Moreover, our studies revealed that cultural antecedents of conflict prevailed
inanumber of web-based system development projects initiated by HR depart-
ments. However, it was the identification of the stakeholder concerns that canlead
tothereuse of relevant solutions. Thus, ifthe problems and the contexts pertaining
toanew application inthe domain match with that of the corresponding patterns that
we have gathered, we will have an idea of what stakeholder concerns may be
presentimplicitly, as well as how the solutions of the patterns can be adapted and
applied in the new situation. Since patterns represent system developmental
experience inamanner thatis aimed at its reuse, such patterns should help identify
antecedent conflicts and formulate a solution to minimize the manifestation of
conflict, despite the complex nature of conflict ensuing from cultural differences.
Our study of the web-based HR/payroll domain revealed concerns that were
genericnotonly to the applications in the domain, but also to other web systems,
such as web-based purchasing and procurement solutions.

The consideration of concerns and consequent reduction in conflict caused by
organizational cultures is likely to support or ease the resistance to the adoption of
new technology in organizations. This is especially important in light of cross-
organizational workflow systems and virtual work groups, where there are diverse
groups of stakeholders with varying viewpoints, owing to intra- and inter-organi-
zational politics and various cliques are prevalent. In view of this diversity ofthe
stakeholder base associated with web-enabled applications, a multitude of con-
cerns existand could potentially inhibit the optimal performance of workflow
systems that support collaboration between the various stakeholder groups (Allen,
Colligan, etal., 1999; Sarkar & Cybulski, 2002b) Therefore, the consideration of
stakeholder concerns contributes to the understanding and appreciation of the
cultural issues that prevail in web-information systems.
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ENDNOTES

Initiators are organizations or organizational units that propose the e-business
systemto their trading partners or clients (Riggins & Mukhopadhyay, 1999).
Variations are those features, which are not shared by all applications.
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Chapter VII

Stakeholder Relationships
and Electronic Commerce:
A Comparison of Singapore
and Australia

Chia Yao Lee and Wei-Chang Kong
The University of Melbourne, Australia

ABSTRACT

This chapter investigates the characteristics and features that set Business-
to-Consumer (B2C) and Business-to-Business (B2B) e-commerce apart. A
Differentiation Framework was developed to better describe 1) Stakeholder
Characteristics, 2) Transaction Characteristics, and 3) Stakeholder
Relationship Characteristics, as the criteria for differentiation. Data was
collected from organizations operating in various industries in Australia and
Singapore to provide a descriptive insight into early stage B2C and B2B e-
commerce implementation for the Asia Pacific region. This study found that
e-commerce reduces face-to-face interaction between stakeholders, hence e-
commerce organizations will need to put in additional effort in addressing
stakeholder relationship issues. It was also found that stakeholder relationship
is a useful unit of analysis for future e-commerce research.
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INTRODUCTION!

E-commerce is often associated with the buying and selling of consumer
products over the Internet. While this narrow definition of e-commerce is correct,
many other commerce and business activities also fall under the term “e-com-
merce.” The stakeholders who create commerce, either actively or passively
constructand determine the nature of the commercial relationship. The aim of this
chapteristo suggest the e-commerce Differentiation Framework, which uses the
nature and activities of stakeholders to distinguish between the two major types of
e-commerce, namely Business-to-Business (B2B) e-commerce and Business-to-
Consumer (B2C)e-commerce. This framework will use examples ofe-commerce
in Small and Medium Enterprises (SMEs) in Singapore and Australia. The study
was carried out in these two countries over a period of four months in 1999.

E-commerce has captured the attention of businesses large and small,
government officials, academics, and the greater public, due toitsrapid growth in
recentyears and the amount of money it commands. According to arecent forecast
by the GartnerGroup, the global market for B2B e-commerce alone is expected to
rise from US $145 billion in 1999 to US $7.29 trillion in 2004 (GartnerGroup,
2000). While not being overwhelmed by such forecasts and statistics (OECD,
1999), e-commerceis aphenomenon that promises to impact business operations,
government policies, consumer buying behavior, and many other elements of the
modernsociety.

The definition of e-commerce is still indeterminate (Clarke, 1998; DCITA,
1999, USDC, 1999). For the purpose of this chapter, e-commerce includes
commerce and business activities that are performed over electronic networks
(both fixed and mobile networks), including upstream and downstream supply
chainactivities,and consumer purchases thatare initiated through electronic means.
The different types of e-commerce activities are essentially determined by the
stakeholdersinvolved. A review of existing literature in e-commerce (Kalakota &
Whinston, 1996; Lawrence etal., 1998; Rangan & Bell, 1998; Riggins & Rhee,
1998; Whinston etal., 1997) identified the two major types of e-commerce as
Business-to-Business e-commerce, and Business-to-Consumer e-commerce.
Creatinga framework for distinguishing the two types of e-commerce activities aids
inidentifying and understanding the stakeholders involved, theroles they play, the
nature of e-commerce relationships, and the potential benefits to different stake-
holders. Itis hoped thatthe outcome of this study will enable businesses to formulate
strategies to align their business operations more closely with e-commerce strate-
gies, thus improving the management of resources like raw materials, labor, capital
and entrepreneurship.
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This study draws on e-commerce examples in Singapore and Australia as
these two countries are considered early adopters of technological innovations in
theregion.

LITERATURE REVIEW AND RESEARCH
FRAMEWORK

Onthe surface, the two identified categories ofe-commerce (B2B and B2C)
appear to share the similarity of using electronic networks to enable commerce
activities. However,amoredetailed analysis will highlight where the similaritiesend,
and what the distinguishing features are. This chapter thus proposes the e-
commerce Differentiation Framework for distinguishing and categorizing the two
major categories of e-commerce. Figure 1 illustrates how the e-commerce
Differentiation Framework isused for differentiating B2C and B2B e-commerce
relationships. The three criteria for differentiation are stakeholder characteristics,
transaction characteristics, and stakeholder relationship characteristics.

Stakeholder Characteristics

Inthis section, we intend to give an insight into stakeholder characteristics like
the number of stakeholders, location and dispersion of stakeholders, and the
business nature of stakeholders.

Figure 1: The E-Commerce Differentiation Framework

E-Commerce Relationships

d

Stakeholder
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Characteristics
Stakeholder
Relationship
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InB2Ce-commerce, the primary participants are members of the public who
form the customer base, and the retailers, who sell the products viaan electronic
storefront. Buyers in B2C e-commerce purchase products for their own consump-
tion. B2C sellers may target buyers in the local geographical proximity, or those
distributed across time, geographical and national boundaries. Sellers in B2C e-
commerce areretailers, distributors, resellers, or even the product manufacturer
itself. Examples of manufacturers who sell products direct to consumers viaan
electronic storefrontare Dell.com? (Rangan & Bell, 1998),and Toyota Australia®.
These organizations bypass their traditional distribution channels by selling direct to
the public. The manufacturers themselves are progressively getting more involved
in promoting and marketing the products. Consumers tend to buy direct from
manufacturers’ electronic storefront when they are able to enjoy reduced price,
good customer service, or simply have faith in the product/brand.

Onthe other hand, many B2C businesses consist of resellers and distributors
selling consumer goods and services to consumers electronically. These B2C
businesses may have an existing brick and mortar storefront, or may exist
electronically only. Examples of B2C retailers that maintain both brick and mortar
and virtual storefronts are NTUC-Fair Price* in Singapore and the Dymocks
Booksellers’ bookretailerin Australia. B2C e-commerce pioneers like Amazon.com
and CDNow are virtual retailers which do not maintain a brick and mortar
storefront, although Gateway.com moved from an Internet-only operation to
become a clicks and mortar operation.

Very often, B2C e-commerce retailers band up together and operate froman
electronic shopping mall. In this way, they increase their exposure to the public, as
well as benefit from cross-promotion and providing one-stop shopping to custom-
ers; the very same idea which has led to the boom of shopping complexes and malls
in the 20" century. Examples of electronic shopping malls are Telstra’s “The
Arcade®” in Australia, and the Yellow Pages Electronic Mall’ in Singapore. Many
ofthese shopping malls provide additional services like transaction processing
facilities, albeitaccepting the reticence of many customers touse credit cards online.

Incontrast, B2B e-commerce usually involves trading partners thatare located
inthe same geographical region. Members of the supply chain may use B2B e-
commerce technologies like Electronic Data Interchange (EDI) and Extranets to
link up their inventory management systems or accounting systems. More often than
not, B2B e-commerce participants are existing trading partners that utilize inter-
organizational systemstotrade. As such, B2B e-commerce involves electronically
linking manufacturers, suppliers, distributors, retailers, service providers and
financial institutions. In more recent years, electronic marketplaces for B2B
purposes have been developed to provide a trade and exchange facility for the
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respective industries. In Australia, the Pharmaceutical Extranet Gateway® (PEG)
provides a marketplace for hospitals, clinics, pharmacies, and of course, the
pharmaceutical suppliers, to trade. Other similar B2B electronic marketplaces are
the Covisint’ for the automotive industry, and Elemica'? for laboratory products,
both of whicharehighly successful B2B electronic marketplaces in North America.

Transaction Characteristics

This study also intends to gain an insight into transaction characteristics like
transaction volume, frequency, monetary value, and the item being exchanged
between stakeholders in e-commerce. Starting with the B2C scenario, transactions
are expected to be low-volume or once-only events. Unless buyers use the
electronic storefront to purchase day-to-day products like groceries, they are
unlikely touse B2C e-commerce to purchase consistently, or atregular intervals.
The dollar value of each B2C transaction is expected to be lower than that of B2B
transactions.

Typically, B2C e-commerce activities consist of the sales and purchase of
consumer goods like toys, compact discs, and stationery products. Digital products
(Torlinaetal., 1999; Whinstonetal., 1997) like computer software, and electronic
magazine subscription make up therest of B2C e-commerce. Innovative B2C e-
commerce inrecentyears includes the distribution of sample goods to consumers
for evaluation prior to the actual purchase. For example, a sample audio track of
the latest music album can be downloaded (Wang & Chong, 1999), or an
evaluation copy of the software can be downloaded and used for a limited period
oftime. Other B2C e-commerce activities include consumers obtaining product
specifications, and participating in online share trading, confirming payment,
tracking product delivery, obtaining after-sales service, and B2C electronic
auctioning (e.g.,eBay Australia'’, and Yellow Pages Auction'?), although elec-
tronic auctioning is alsorife inthe B2B e-commerce arena (Kambil & van Heck,
1998).

In contrast, B2B e-commerce usually involves the exchange of information
among trading partners. Distributors may access a supplier’s Extranet to check
productionlevels, inventories, and delivery details. As such, the B2B transactions
are of greater volume, and occurat fixed and close intervals. For convenience, cost-
effectiveness, and to save time, many businesses use B2B e-commerce to present
and bid for tenders. Incidentally, the monetary value of all B2B e-commerce
transactions is significantly higher than that of B2C e-commerce. Inaddition, many
B2B transactions are automated and require minimal human intervention. Instead
of engaging store managers and sales personnel to check the inventories and
manually key in purchase orders, many B2B e-commerce systems are integrated
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with point-of-sale (POS) systems, enabling inventory information to be updated
automatically, and orders for new stock generated when inventories drop below the
stipulated level. The development and advances in B2B e-commerce have
catalyzed and enabled many supply chain initiatives like Just-In-Time (JIT)
manufacturing, Vendor Managed Inventory (VMI), and Quick Response (QR)
retailing. B2B e-commerceis also used extensively in the banking sector. Increas-
ingly, organizations are using B2B e-commerce to purchase digital products like
computer software, and to obtain commercial services (e.g., mySAP.com'* B2B
portal).

Stakeholder Relationship Characteristics

Stakeholderrelationship characteristics refer to the nature and characteristics
ofrelationships between sellers and buyers in e-commerce. Although existing work
in e-commerce (Bensaou, 1997; Kalakota & Whinston, 1996; Kambil & van
Heck, 1998; Kumar & van Dissel, 1996; Leeetal., 1999; Mukhopadhyay etal.,
1995; Whinstonetal., 1997) highlights the characteristics of stakeholder relation-
ships, few actually use stakeholder relationships to distinguish B2B and B2C e-
commerce. Elements in stakeholder relationship characteristics are: formation,
structure, nature, complexity of relationships, uncertainty, trust, inter-stakeholder
reliance, duration, and industry-wide relationships.

InB2C e-commerce, the electronic storefront has to attract potential custom-
ers, encourage customers to purchase, and if possible, encourage customers to
make future purchases. Therelationship is formed when customers decide tomake
a purchase. Since customers are the end-users of the product, the relationship
between the buyerand selleris more intimate and personal than in the B2B scenario.
Theretailer has to gather information like personal preference, liking, financial
capability, delivery, and payment methods from the customer. Essentially, the
retailer has to build-up trust and confidence with customers by giving them
assurance of product quality and satisfaction. The intimate and personal information
that retailers obtain allows them to provide customized, one-to-one service to
customers, using a strategy known as micro-marketing. The uncertainty level in
B2C relationships is higher than that in B2B. This is especially true in terms of
product quality uncertainty because consumers who are purchasing physical goods
electronically may nothave the opportunity to visita showroom or salesperson for
productinspectionor trial. Uncertainty in productavailability and paymentis also
abigissuein B2Ce-commerce. Trustin B2C has dissipated because of a lack of
trustresulting from accelerated fraud on payment systems across the world.

The duration of many B2C relationships is short to medium-term. In fact, a
B2Crelationship may be a once-only event since buyers are not obliged to return
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tothesamessellerifthey arenotsatisfied the firsttime. The inter-stakeholder reliance
in B2C e-commerce is also expected to be lower than thatin B2B e-commerce.
Anindividual customer does not represent a huge portion of income to aretailer,
and an individual retailer is not the sole supplier of the product to the customer.
Benefitsarising fromusing B2C e-commerce usually flow to individual consumers,
ortheindividual retailer.

Onthe other hand, stakeholderrelationships in B2B transactions have several
distinguishing features. According to an industry contact'*, “Business-to-Business
e-commerce is about using electronic means to maintain and manage existing
trading relationships.” Many B2B e-commerce relationships are expected to be
based onexisting tradingrelationships. As ahigher volume of productsis transacted
in B2B e-commerce, B2B relationships require ahigher level of trustbetween the
transacting parties. Buyers and sellers need to have prior agreements and contracts
to agree and guarantee product quality, shipment schedule, payment, and future
transactions. B2B e-commerce thus becomes the platform on which these pre-
agreed terms of trade are carried out. Regarding the structure of B2B relationships,
four structures (as shown in the following) suggested by Clarke (1998) will be
investigated.

*  l-to-1relationships (inter-organizational systems)
*  1-to-1-to-1relationships (cascading systems)

*  1-to-nrelationships (hub and spoke systems)

*  m-to-nrelationships (networking systems)

As for the nature of B2B relationships, they are expected to be more
impersonal thanis the case for B2C. The transacting parties in B2B e-commerce
are businesses. Security in B2B e-commerce becomes a major issue when
organizations give trading partners access to their internal information system.
Personal preference and liking have less influence on B2B transactions because
B2B transactions are bound by agreements, company policies, and legislation.
Consequently, the complexity of the B2B relationship is high, and such B2B
relationships are expected to last formedium to long-term. Businesses will find it
costly and inconvenient to form and terminate B2B relationships quickly, hence
increasing the barriers to entry and exit to B2B relationships.

B2B e-commerce enforces the rules and policies in inter-organizational
relationships, hence itenhances the level of trust between trading partners and
reduces uncertainties and risks. B2B e-commerce also levels the playing field for
businesses of different sizes. Big players cannotbully smaller players using tactics
like delaying payment or shipment. Trading partners can use B2B e-commerce to
track and change transaction processes, thus, late delivery and payment may result
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ininstantaneous penalties. Suppliers are encouraged to deliver promptly to get
prompt payments. Customers are pressured to pay promptly as B2B e-commerce
supports and enhances debt tracking. With B2B e-commerce, trading partners
have the ability to foresee shortfalls in supplies, and then source from alternative
suppliers. Incidentally, B2B e-commerce tightens the coordination and level of
integrationamong trading partners, enabling themto operate with less inventories,
leading to more efficient production runs, and increasing the flexibility and respon-
siveness ofthe supply chain. The inter-stakeholderrelianceinthe B2B environment
is expected to be much greater than thatin B2C.

Stakeholder relationship in B2B e-commerce promises to have animpacton
industry-wide practices as well, with benefits expected to be distributed among
various stakeholders. In B2C e-commerce, businesses compete for customers,
leadingtoincreased customer satisfaction. The flow ofbenefitis greater from seller
to buyer than vice versa. However, in the case of B2B e-commerce, a win-win
scenario ismore obvious. According to astudy by the Automotive Industry Action
Group (AIAG, 1999)in USA, ifEDI is implemented across the automotive supply
chain, acostsavings of US$1 billion could be realized industry-wide. eSteel'” is
another example ofa B2B e-commerce initiative which provides industry-wide
benefits. Small and medium enterprises stand to enjoy reduced telecommunication
costs, while the major players stand to enjoy reduced transaction processing costs.

Table 1: Summary of the Differentiation Criteria and Elements Within Each
Criterion that was Brought Up Earlier

Criteria Elements

Stakeholder Number of stakeholders

Characteristics Location and dispersion of stakeholders
Business nature of stakeholders

Transaction Volume of transaction

Characteristics Frequency of transaction

Monetary value of transaction
Products involved in transaction

Stakeholder Formation of relationship
Relationship Structure of relationship
Characteristics Nature of relationship (intimacy)

Complexity of relationship
Uncertainty and trust in relationship
Inter-stakeholder reliance

Duration of relationship
Industry-wide relationships
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RESEARCHMETHODOLOGY

To verify the stakeholderrelationship issues identified above, the researchers
conducted a series of open-ended in-depth interviews with fifteen SMEs in
Australia and ten in Singapore (Kong, 1999). These firms were chosen from
responders to two surveys, one in Australia and one in Singapore, which were
based on lists supplied by the Association of SMEs in Singapore and anumber of
industry associations in Australia. To gain a broader understanding of the stake-
holderrelationships in both countries, the researchers chose to interview a selected
number of SMEs chosen randomly from responders until a cross-section of
business types/industry types had been covered. In searching for meanings in
people’sactions, and in seeking to identify practices withinthe SMEs as they relate
to their stakeholders, this research hopes to describe and analyze the forms of e-
commerceused in SMEs in Singapore and Australia. As partof this study, accounts
ofthe decision-making process and the interactions between a consistent set of
actors or players, each with its own agenda and operating mechanism, are used to
frame the data thatemerged from the study.

Aninformal, semi-structured, interview technique was used following the
techniques developed and used by Kitwood (1980) and Wilson and Arnold
(1986). Fetterman (1989: p. 48) notes that “formal or structured interviews have
anexplicitagenda, while informal interviews have a specific butimplicitresearch
agendaand informal interviews can be used to discover the categories of meaning
inaculture and are useful in discovering what people think and how one person’s
perceptions compare withanother’s.” A sample of questions asked are included the
Table2.

Non-directive questioning which is open-ended and acts as a stimulant for the
subject’s thoughts, was often used to make the subject feel at ease so that he/she
wouldbeable to give considered views and opinions rather than just giving yes or
no answers. The questions themselves emerged from an understanding of the
constituent nature of the stakeholder relationships (Corbitt, 1997) garnered from
existing literature and other research.

Table 2: Example of Questions Asked in Interviews

1. Can you describe the nature of the relationships you have with suppliers?

2. Can you describe the nature of the relationships you have with your customers?

3. Of the relationships you have described, which are the most significant for the
business? Why is this so?

4. Do these stakeholder relationships change? If yes, how?

5. What issues are important to you in the formation and continuation of these
relationships with stakeholders?
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Thedatacollected were analyzed using development ofamatrix reporting text
aboutrelevantissues on stakeholder relationships in e-commerce using a herme-
neutic approach (Lee, 1994) combining literature with emergent themes from text
in an iterative form. The results are summarized in tabular form to highlight
differences thatemerge. To evaluate the validity of the research process and the

Table 3: Schematics for Qualitative Research in Information Systems

e The principle of the hermeneutic circle:

Interview data was transcribed. Analysis
of that data initially sought to
understand the obvious. Repeated
iterations of searching for themes and
ideas created some understanding of
what happened with e-commerce
adoption and why.

e The principle of contextualization:

Interviews were conducted in Singapore and in
Australia. The researchers are a mixture of
Singaporean and Australian.

e  The principle of interaction:

With the use of open-ended questions in the
interviews, the researchers were able to extend
the interviews explanations and extend the depth
of understanding about the processes and human
agency being described. In this way the
researcher was able to ensure understanding of
the way the mangers interviewed were
constructing their interpretation. The researchers
stretched the interviewees when statements
suggesting judgements or opinions were
expressed.

e The principle of abstraction and generalization:

Interpretation of the data was based in sustained
application of EC literature. The theoretical
frameworks in that literature enabled the
researchers to facilitate some generalization and
theorizing from the data. The findings generated
in the study were then applied to existing
conceptualizations of e-commerce adoption.

e  The principle of dialogical reasoning:

In the analysis of divergence from existing e-
commerce frameworks, deviation of practice
from theory was accepted as an integral part of
this study adding to knowledge and suggesting
modification of existing theories and structures
within the Information Systems.

e  The principle of multiple interpretations:

Using three researchers to interpret the data
enabled emergence of different interpretations.
However, the study accepts that the natural bias
of the researchers is embedded in the
interpretations offered accepting that any other
researcher will construct interpretations that may
be different.

e  The principle of suspicion:

There is no doubt that the interview data and the
interpretations derived from that data by the
three researchers are infused with bias. Each
person involved is informed by sets of values
and beliefs that are expressed in this type of
research. The researchers recognize this but as
the research is set within a critical perspective,
such bias is accepted as real meaning. To ensure
that the bias of the researchers was not imposed
in the construction of the stories, all transcribed
data was returned to them to check that meaning
generated was the same as the meaning written.
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integrity ofthe data, this research adopts the schematics for qualitative research in
Information Systems in Klein and Myers (1999) and Corbitt and Thanasankit
(2000). (See Table 3.)

RESEARCH RESULTS AND ANALYSIS

The preliminary analysis reported below attempts to search for cultural
differences as they impact on the adoption of e-commerce in the stakeholder/
organizationrelationship. Preliminary analysis of raw data confirmed many charac-
teristics of Stakeholder Relationships thatdistinguish B2B and B2C e-commerce
as suggested in Table 1 earlier. Table 4 summarizes the data collected in this
research, matching them with elements of stakeholder relationships from Table 1.
Qualitative judgements are made based on the nature of language used by
respondents intheir interviews. Each element of Stakeholder Relationship charac-
teristicis qualitatively compared based on the differentiation of word usage. Table
4 shows there is little difference between existing practices in B2B and B2Ce-
commerce in Singapore and Australia atthe stakeholder level. However, the data
clearly distinguishes the two types of e-commerce.

B2C E-Commerce in Singapore and Australia

Inboth countries, B2C e-commerce implementations take onamore “market-
like” structure. Many buyers and sellers operate in the same market. The public
makesupthebuyers, while small and medium-sized suppliers and distributors make
up the sellers. The products being exchanged in B2C e-commerce are mainly
consumer goods. Thereisasmall fraction of digital products being exchanged. B2C
e-commerce transactions do not occur at fixed intervals. More often than not, the
timingand regularity of purchases are dictated by consumer buying behavior, which
isinfluenced by trend and fashion, as well as special occasions.

As forthe formation of stakeholder relationships in B2C e-commerce, there
isno prioragreementor contact prior to the B2C transaction. Consumers may have
ahistory of purchasing fromthe same supplier, butthe buyer-seller relationships last
for only the duration of each transaction. New relationships are formed for each
transaction. Inthe observed cases, customer loyalty programs, like airline frequent
flyer program, are notused to encourage long-term stakeholderrelationships. The
relationship between buyer and seller in B2C is more intimate and personal, as
personal preference and liking are often used by the retailer to provide customized
service. Nevertheless, therelationships remain simple, since the buyerandseller do
notenter into purchasing contracts, apart from abiding to legislative obligations to
deliver goods (by the seller) and pay up (by the buyer). The buyer-sellerreliance
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Table 4: Summary of Research Results in Singapore and Australia,
Matched Against Stakeholder Relationship Differentiation Criteria and

Elements
B2C e- B2C e- B2B e- B2B e-
commerce in | commerce in | commerce in | commerce in
Australia Singapore Australia Singapore
Number of Large Large Small Small
Stakeholders
Number of Sellers Varied Varied Usually small | Usually small
Number of Buyers High High Low Low
Location & Widespread | Very localized | Widespread Localized
Dispersion of
Stakeholders
Business nature of Retailer-to- Retailer Manufacturer/ | Manufacturer/
stakeholders Consumer /Distributor-to- | Supplier-to- Supplier-to-
consumer Retailer/Distri | Retailer
butor
Volume of Low Usually low High High
Transaction
Frequency of Irregular, Irregular and High and High and
Transaction seasonal, or [ often seasonal | regular. High | regular. High
once-only levels of levels of
consistency consistency
Monetary Value of Low Low Medium-high | Medium-high
Transaction
Products (Transaction | Consumer Limited Mostly Very high
content) goods. amounts of information information
Limited consumer exchange. exchange.
amount of goods and Increasing Localized
digital digital adoption of product
products products information exchange
exchange and | processes and
extended EDI | extended
applications application of
EDI for
import/export
Formation of Always new. | Always new. Quite often Based on
Relationships Multiple Multiple new existing
movements movements relationships trading
into and out into and out of | are formed and | relationships
of the the stabilized and other

relationship
by customers

relationship by
customers

social contacts
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Table 4: Summary of Research Results in Singapore and Australia, Matched
Against Stakeholder Relationship Differentiation Criteria and Elements

(continued)

Structure of One seller-to- | Usually one One seller-to- | One seller-to-
Relationships many buyers | seller-to-many | one buyer, one | one buyer, one
buyers, but seller-to-few seller-to-few
electronic sellers, few buyers
malls feature sellers-to-few
many sellers- | buyers (within
to-many the supply
buyers chain)
Nature of Highly Highly Impersonal, Impersonal,
Relationships intimate and | intimate and formalized. based on
(Intimacy) personal personal existing
trading
relationships
where prior
personal
contact is
significant
Complexity of Simple Simple Complex Highly
Relationships Complex
Uncertainty High High Low Low
Trust Low Very low High High
Inter-stakeholder Low and Low and High and High and
Reliance variable variable sustained sustained
Duration of Short Short Extended Extended
Relationships
Industry-wide Low Low Highly inter- Highly inter-
Relationships related and related and
inter- inter-
dependent dependent

islow, since many consumer goods in this study do not command high monetary
value, norrequire constant after-sales interactions. Software purchases are excep-
tions to this circumstance.

B2B E-Commerce in Singapore and Australia

Observation of B2B e-commerce in Singapore and Australia confirmed that
the number of stakeholders is small. Therelationship isusually one-to-one. B2B e-
commerce activities are primarily made up of information sharing and exchange,
withextended implementation of EDI. Assuch, the transaction volumeishigh, and
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transactions occur at regular intervals. B2B relationships also have a sense of
consistency, like the daily exchange of inventory data among upstream and
downstream supply chainmembers.

The complexity of stakeholder relationships is high. Information exchange and
the transaction of physical goods between organizations are bound by strict
company policies, like budgetary restrictions, confirmation of purchases, guarantee
ofon-time delivery, and conditions for future transactions. As such, the formation
of B2B relationships occurs in a face-to-face manner, instead of online contract
negotiationand formation. Therelationships are based on existing trading relation-
ships, although the formation of B2B relationships in a few Australian cases are
initiated electronically, i.e., buyers found the sellers online. B2B relationships last
longer than the duration of a single transaction. Thisis due to the high cost of setting
upandterminating B2B relationships. Although information of commercial impor-
tance is exchanged between stakeholders in B2B e-commerce, none of the
information includes personal details of individuals. There is a high level of inter-
stakeholder reliance as each trading partner commands a significant amount of
income or spending. A tightly knitrelationshipitis, buta personalrelationship, itis
not.

A particular B2B e-commerce case in Singapore involves an import-export
business. The level of trust between buyer and seller is high. The stakeholder
relationships are closely bound by contracts in connection with shipment of
products, payment, currency exchange, custom clearance, and product quality.
The customers of this business are located all over the world, hence e-commerce
allows this organization to accept ordersona24 * 7 “ 365 basis, and maintain a
global point of presence withouthaving to setup branches overseas, confirming
arguments from existing literature (CTRC, 1997).

Comparison of E-Commerce in Singapore and Australia

Comparing the observations across countries, observations from Singaporean
e-commerce cases (both B2B and B2C) highlight that all the stakeholders are
located within a close geographical proximity, apart from the import-export
business mentioned above. Singaporean businesses donothave huge incentivesto
use e-commerceifthey already have an efficient traditional distribution channel. In
the Singaporean B2C cases, the added advantage of expanding into new markets
exists only inthe sense of selling to targeted-groups who are not accessible through
traditional distribution chain, or for marketing the product overseas. This confirms
theideas of micro-marketing, and exploitation of niche markets.

Inthe Australian cases, the buyers and sellers (in B2C and B2B) are located
within the same city, or in different states and territories within the same national
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boundary. E-commerce implementation (both B2C and B2B) in Australiaallows
local businesses to serve remote population centers. Local businesses canbecome
nation-wide businesses easily with e-commerce.

Inall cases, it was found that the readiness of the market is amajor determinant
ofe-commerce implementation. In B2C e-commerce, consumers’ readiness touse
e-commerce determines whether or not traditional businesses will set up an
electronic storefront. Some participants of this study reported that the need to
achieve a competitive edge encourages them to venture into the e-commerce
frontier. Pressure by trading partners to implement e-commerce is amajor factor
why many SMEs choose to implement B2B e-commerce. As B2B e-commerce
becomes more pervasive, issues like expanding intonew markets may then become
factors inimplementing e-commerce. This is already the case ina few Australian
B2Bpractices.

DISCUSSIONAND FUTURE RESEARCH

Preliminary results from this study suggests thatalthough the two major types
ofe-commerce can be distinguished using the e-commerce Differentiation Frame-
work, more empirical data will be needed to verify and improve the proposed
framework. New criteriamay be required to describe and distinguish these two
types of e-commerce, since the boundary between the two major types of e-
commerce is often blurand ambiguous.

The study contributes to existing literature in e-commerce by identifying and
emphasizing stakeholder relationships in e-commerce, and how they can be used
to differentiate B2C and B2B e-commerce types. Clear understanding of the
distinction ofthetwo types ofe-commerce may assistorganizations to formulate the
appropriate business strategies when venturing into the dot com territory. In
addition, this study allows strategies for integrating both types ofe-commerce[e.g.,
aretailerwhichintegrates its virtual storefront with itsbackend Enterprise Resource
Planning (ERP) system] to be developed. E-commerce reduces face-to-face
interaction between stakeholders, hence e-commerce organizations willneed to
pay additional attention to stakeholderrelationship issues in order to satisfy trading
partners and customers better.

The current state of e-commerce in Singapore and Australia places emphasis
on the B2C and B2B e-commerce types. Other e-commerce models that are
expected to draw attention in the near future are Business-to-Government and
Consumer-to-Consumer e-commerce. As more governments beginto realize the
benefits ofe-commerce and come under new pressures to increase efficiency, e-
commerce will turn out as a viable cost-reduction tool. The B2B e-commerce
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model can beadaptedto suittheBusiness-to-Government caseeasily, or rather,
governmentscan operateinamorebusiness-likemanner and adopt theB2B e-
commerce model. The Victorian State Government in Australia has already
implemented onlinepurchasingand project tendering®®. Thel nternetisexpectedto
encouragethegrowth of Consumer-to-Consumer e-commerce. Consumer-to-
Consumer e-commerceexiststoday intheformof subscribingtomailingliststhat
cater for thesal eof second hand productsand nichemarket products. However,
trading post-typewebsiteswill giveindividua smorefreedomand convenienceto
exchangeinformationtoenabl ethebuyingandsel ling of goodsand servicesamong
individuas. Apartfromfindinganswerstotheinitial researchquestions, thisstudy
alsoraisessevera issueslike:

»  Howdoescultural background affect e-commerceadoption?

*  Whatistheroleof governmentsinpromoting e-commerce?

*  Howdoese-commerceimpactintraandinter-industry competition?

Basedonthisstudy, wefoundthat “to” (asin B-to-C) can better emphasize
therel ationshi psbetween stakehol dersthan 2” (asinB2C). Lessonslearnedfrom
stakeholder relationshipanaysisinB2C and B2B e-commercewill enablefuture
researchersto devel op substantive hypothesesthat will frameresearch which
engagesmorecompanies. Thisstudy isbut afirst steptowardsdevel opingamore
rigorousmethod of using stakehol der rel ationshi pissuestodifferentiatee-com-
mercetypes. Datacollected fromthisstudy haveindicatedthat futurestudieswould
benefit by using stakehol der rel ationshipastheunit of analysis.

ENDNOTES

1 Anearlierversonof thischapter waspresented asapaper to ThePecificAsa

Conferenceon|Information Systemsat University of Scienceand Technology

inHong Kong, June2000.

Dell.com, URL : http:/Amww.ddl.com

ToyotaAustralia, URL : http://www.toyota.com.au

NTUC-Fair Price, URL: http://www.ntuc-fairprice.org.sg

DymocksBooksdllers, URL : http:/Aww.dymocks.com.au

TelstraeCommerce TheArcade, URL: http://192.148.138.172/thearcade

default.asp

7 SingaporeY ellow PagesElectronicMall, URL : http://www.yellowpages.
com.sy

8 Pharmaceutica Extranet Gateway, URL : http://www.pecc.org.au

®  Covisnt,URL: http:/Aww.covisint.com

o g o~ W N
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10 Elemica, URL: http://www.elemica.com

' eBay Australia, URL: http://www.ebay.com.au

12 Yellow Pages Online Bidding, URL: http://www.ebid.com.sg/ypa

13 mySAP.com, URL: http://www.mysap.com

4 Personal communication with a supply chain manager ofamajor electronics
componentcompany in Australia.

15 eSteel, URL: http://www.esteel.com

16 http://www.vgpb.vic.gov.au
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Chapter VIII

Trust in B2C E-Commerce:
The New Zealand Maori
Internet Shopper

Konrad Janusz Peszynski
Deakin University, Australia

ABSTRACT

This chapter identifies relevant factors of Mdori trust in terms of encouraging
online shopping of B2C e-commerce by Mdori in New Zealand. The concepts
of trust, risk and reputation are used to explore the uptake of Internet
shopping in a B2C context by Mdori, a minority—but significant—racial
group, in New Zealand. Reputation and adoption of e-commerce in Mdori
culture emanates from family and tribe, typically by word of mouth. This
chapter suggests that specific cultures like the Mdori have different elements
in their trust of e-commerce, which needs to be addressed to encourage
broader use.

INTRODUCTION
This chapter aims to report what issues of trust apply to the Méori Internet
shopper. Méori arrived in New Zealand from the Pacific aboutathousand years
ago, and have since become aminority in New Zealand (Belich, 1996). Although
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itisdifficultindefiningan ethnic group, the definition of Méori includes “all those who
identify themselves as belonging to the New Zealand Méori ethnic group, either
alone or in combination with any other ethnic group” (Statistics New Zealand,
1998, p.94). Their culture, language and values have become secondary to those
ofthe dominant European culture (Liu, Wilson, McClure & Higgins, 1999).

This chapterwill also help the reader tounderstand trustand Internet shopping
fromaMaori New Zealander’s perspective. Asaresult, this chapter will reveal the
key trust issues for Méori that either hinder or assist them to purchase via the
Internet.

BACKGROUND

The following subsections review the currentliterature inregards to the nature
of e-commerce and business-to-consumer e-commerce before developing a
picture of the Internet customer.

The Nature of Electronic Commerce

There is currently little consensus as to what exactly constitutes e-commerce
(Jones, Wilikens, Morris & Masera, 2000; Riggens & Rhee, 1998). Forexample,
Zwass (1996)loosely defines e-commerce as “‘the sharing of business information,
maintaining businessrelationships, and conducting business transactions by means
oftelecommunications networks.” Applegate, Holsapple, Kalakota, Radermacher
and Whinston (1996) view e-commerce as more than simply buying and selling
goodselectronically, pointing out thate-commerce involves using network commu-
nications technology to engage ina widerange of activities up and down the value-
added chainboth withinand outside the organization. However, Wilkins, Swatman,
and Castleman (2000) suggest that the sheer number of definitions is in itself
problematic and reflects the variety of research and thought being described as e-
commerce.

Fourtypes ofinformation technology are converging to create the discipline of
e-commerce (Kalakota & Whinston, 1996). These include electronic messaging in
the form of fax and e-mail; sharing a corporate digital library to promote collabo-
rative work; electronic document interchange using EDI and electronic funds
transfer; and electronic publishing to promote marketing, advertising, sales and
customer support(Riggins & Rhee, 1998; Ah-Wong, Gandhi, Patel, Shah, Tran &
Targett,2001). This supports the notion that e-commerce not only includes buying
and selling goods and services, butalso includes the background processes within
thatorganization.
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Because the definition of e-commerce is broad, a focus isneeded. Therefore,
I'believe thate-commerce focuses on the trading and transactional relationship
between an organization’s web site and an end user (Dedhia, 2001; Lawrence,
Corbitt, Fisher, Lawrence, & Tidwell, 2000; Riggins & Rhee, 1998). Thisisalso
known as business-to-consumer (B2C) e-commerce. The relationship begins
when a consumer logs onto the organization’s web site to purchase a good or
service. Once the consumer has selected the product, they move into a trading and
transactional relationship with the organization, paying for that product via credit
card, check* ormail order. The good or service is then delivered to the consumer,
concluding the trading relationship.

The Nature of Business-to-Consumer Electronic
Commerce

Business-to-consumer (B2C) e-commerce focuses on direct transactions
between businesses and end consumers (Dedhia, 2001; Lawrence etal., 2000;
Riggins & Rhee, 1998; Schneider & Perry, 2000; Ah-Wongetal.,2001). In other
words, B2C e-commerce is the trading and transactional relationship between an
organization’s web site and an end user (Dedhia, 2001; Lawrence et al., 2000;
Riggins & Rhee, 1998). Consumers are able to purchase goods and services such
as books, computer products, music, atany time convenient to the consumer.

Some of the key differences between B2C e-commerce and the other
common form ofe-commerce, Business-to-Business (B2B) e-commerce, include
the volume of money traded, and the transactional relationship of the parties
involved (Ah-Wongetal.,2001). B2C e-commerce involves smaller amounts of
money ineach exchange, while a greater volume of money is exchanged inthe B2B
environment due to the volume of goods and services being transacted. Transac-
tional relationships tend to be intimate for business-to-consumer e-commerce as
the objectiveisto satisfy customer preferences and shopping habits, but in the B2B
setting, relationships are formal and impersonal (Ah-Wongetal.,2001; Riggins &
Rhee, 1998; Lawrence et al., 2000).

E-commerce creates lower purchasing costs, reduced and more accurate
inventory, lower cycle times, improved customer service and lower sales and
marketing costs (Bolin, 1998). Another important factor leading to the growth ine-
commerce, especially in therealm of B2C, e-commerce is the Internet customer.

The Internet Customer

One of the key benefits of B2C e-commerce is convenience. That s, day and
night trading, 365 days of the year (Dedhia, 2001; Chen, Ingraham & Jenkins,
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2001; Lohse & Spiller, 1998). Shopping viathe Internet is easy for working people,
who donothave time to shop, as there isnoneed to visita physical store, wait for
asalesperson and stand in line to purchase the goods. Further benefits include
quality of service, personalized products and services, rapid response to needs and
new products and services (Dedhia, 2001).

Despite all the benefits of B2C e-commerce, would-be consumers are still
concerned about purchasing over the Internet. While B2C e-commerce increases,
so do trust concerns (Gray & Debreceny, 1998; Cheung & Lee, 2001).
Consumers have a vast array of unanswered questions. In studies by Ernst and
Young (1999), and Gray and Debreceny (1998), the main questions asked by
would-be consumers were:

*  Isthiscompanyreal?

»  Isthisatrustworthy company?

. IfTsend credit card or bank information, is it safe?
+ IfIplaceanorder, will Ireceive what I asked for?
*  WillanyproblemsIhaveberesolved quickly?

Thereisacommon themeto these questions, withamajority of themreferring
to the trust and risk in the trading relationship between the web site and the
consumer.

Issues Affecting Internet Shopping

Before the Internet, face-to-face communication typically formed the basis for
long-lasting and profitable ventures, instilling confidence in both parties (Sklar,
2001). Recent studies show that face-to-face interaction promotes the greatest
trust, followed by telephone, then text chat, and, lastly, by e-mail (Daft & Lengel,
1986; Sklar,2001). Butchanges brought about by the Internethave even broader
implications. With the advent of Internettechnology, every company becomes a
global company, with which comes the opportunity to buy and sell. This brings with
itmany issues thatare stopping would-be consumers to shop online.

Trust

Thenotion oftrusthas been examined under various contexts (Cheung & Lee,
2001; Stewart, 1999; Choudhuri & Holbrook, 2001; Steinauer, Wakid &
Rasberry, 1997; Hoffman, Novak & Peralta, 1999). Facets of trustinclude trust
inbargaining (Schurr & Ozanne, 1985); distribution channels (Dwyer, Schurr &
Oh, 1987); industrial buyer-seller relationships (Doney & Cannon, 1997); partner
cooperation in strategic alliances (Das, 1998); and the use of market research
(Moore, Deshpande & Zaltman, 1993). According to Lewickiand Bunker (1995),

Copyright © 2003, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of Idea Group Inc. is prohibited.



Trust in B2C E-Commerce: The New Zealand Méaori Internet Shopper 173

three theoretical perspectives exist. The firstis the view of personality theorists, who
conceptualize trustas a belief, expectancy or feeling thatis deeply rooted in the
personality ofthe individual. The second is the view of sociologists and economists,
who see trustas aphenomenon within and between organizations and as the trust
individuals putintothose organizations. The third view is that of social psychologists,
who characterize trust in terms of expectation and willingness of the trusting party
to engage in atransaction (Lewicki & Bunker, 1995).

Trustinthe contextofthis chapter is identified using the definition offered by
McKnight, Cummings, and Chervany (1998), “anindividual’s beliefs about the
extentto whichatargetis likely to behave in a way thatis benevolent, competent,
honest, orpredictable inasituation” (p.459). The consumer needs to believe that
the Web merchant is trustworthy before they purchase online.

Hoffmanetal. (1999) analyzed consumer responses to two biannual surveys
carried outby the Nielsen Media Research/CommerceNet Internet Demographics
Study (as cited in Hoffman et al., 1999) and the Georgia Tech Graphics,
Visualization and Usability Centre’s GVU 7" WWW User Survey (as cited in
Hoffmanetal., 1999). Both studies were done in 1997 and combined had 14,014
responses from Web users.

The combined surveys found that 86 percent of commercial Web sites
provided noinformationregardinghow any demographic information collected will
be used, or even if information is being collected (Hoffman et al., 1999).
Interestingly, it was found that over 72 percent of Web users would give Web sites
demographic information if the sites would provide a statement of any kind
informing users how the information collected would be used (Hoffman etal.,
1999).

In the ‘bricks-and-mortar’ environment, it has been found that the most
important source of a consumer’s trust in the merchant organization is the
salesperson (Jarvenpaa, Tractinsky, Saarinen & Vitale, 1999). Factors contribut-
ing to trust in the salesperson include the salesperson’s expertise, likeability,
similarity to the customer, and prior interactions with that salesperson (Doney &
Cannon, 1997; Geyskens, Steenkamp & Kular, 1998).

Factors that can increase the trust of an Internet consumer include assurance
services such asthose provided by MasterCardand TRUSTe (Cashell & Aldhizer
111, 1999; Noéteberg, Christiaanse & Wallage, 1999). These services permitaweb
sitetodisplay their Web trustseal (a graphic) provided their “practices. . .[comply]
with the WebTrustprinciples and criteria for business-to-consumer e-commerce”
(Cashell & AldhizerlIIl, 1999, p.51). Websites that show a seal are more likely
tobe purchased from than sites that carry no seal atall (Notebergetal., 1999). It
made no difference as to which seal was displayed on the Website, justas long as
aseal was visible.
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A consumer’s willingness to buy from an Internet seller is dependent on the
their attitude towards the store, which is affected by the seller’s ability to create
consumer trust. Jarvenpaaetal. (1999) proposed amodel for the consequences
oftrustinan Internet store, seenin Figure 1 . Accordingto Jarvenpaaetal.(1999),
the model suggests, that consumers’ evaluation of a store’s reputation and size
affecttheirtrustinastore.

Higher trust will directly improve attitudes towards a store (Jarvenpaaetal.,
1999). Besides helping to shape attitudes, perceived risk might also have an
independent, directinfluence onthe willingness to buy. Accordingtothe model, a
consumer may be willing to buy from an Internet store thatis perceived as low risk,
evenifthe consumer’s attitudes towards that merchant are not highly positive.
Conversely, aconsumer may not be willing to buy from amerchant perceived as
being highrisk, even inthe presence of positive attitudes towards that merchant.

Risk

Riskis defined as the consumer’s perceptions of the uncertainty and adverse
consequences of engaging inanactivity (Dowling & Staelin, 1994; Jarvenpaaetal.,
1999; Jarvenpaa, Tractinsky & Vitale, 2000; Camp, 2000; Bhatnagar, Misra &
Rao,2000). There s little assurance that the customer will get what he or she sees
onthe computer screen, in the quantity ordered.

Ithas beensuggested that two types of risk are predominately associated with
Internet shopping (Fram & Grady, 1997; Jarvenpaa et al., 1999, 2000; Lynch,
Kent & Srinivasan, 2001): product category risk and financial risk. Product

Figure 1: The Internet Consumer Trust Model (Jarvenpaa, Tractinsky,
Saarinen and Vitale, 1999)

P.erceived . Attitude
Size \:
+

e

Perceived

Reputation Perception

Note: The (+) symbol denotes a positive relationship and (-) denotes a negative relationship between
variables.
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categoryriskis associated with the productitselfand is the consumers’ beliefthat
the productwill function according to their expectations. Financial risk refers to the
risk associated with the Internet as a purchasing medium. Consumers are appre-
hensive about putting their credit card information over the Internetbecause it puts
the consumer atrisk of losing money via credit card fraud (Jarvenpaaetal., 1999,
2000; Fram & Grady, 1997).

Reputation

Thereputation and size of the web merchanthas also been suggested as factors
that contribute to consumer trustina seller organization (Anderson & Weitz, 1989;
Doney & Cannon, 1997; Ganesan, 1994). Reputation is the extentto which buyers
believe thatthe selling organization is honest and concerned about its customers
(Doney & Cannon, 1997).

One ofthe popular methods used by organizations to promote their reputation
isby publishing customer testimonials on their sites (Quelch & Klein, 1996; Lohse
& Spiller, 1998; McKnightetal., 1998). Testimonials have been found to help
peopledecide who to trust, encourage trustworthy behavior and deter participation
by those who are unskilled or dishonest, especially when the parties have not
interacted before (Lohse & Spiller, 1998; McKnightetal., 1998).

Reputationrequires along-term investment of resources, effort and attention
to customer relationships’ (Jarvenpaa et al., 1999). The better the seller’s
reputation, the more resources the seller has presumably committed to build that
reputation. The perception ofa large organization implies that the merchant has
significantresources invested in the business and has much to lose by acting inan
untrustworthy way (Stewart, 1999; Jarvenpaaetal.,2000).

New Zealand and the Internet

Quantitative studies have been completed on the demographics of New
Zealand people on the Internet (UMR Insight, Ltd, 1999; Ministry of Economic
Development, 2001). It was found that in 2000, 50 percent of New Zealanders
surveyed declared they had access to the Internet either at home or at work
(Ministry of Economic Development, 2001). The type of New Zealander onthe
Internet tended to be either on a high income (NZD$50,000 or more) or was 18
to 30 years old. Fifty-four percent of males surveyed were more likely to have
access to the Internet than females (43 percent) (UMR Insight, Ltd, 1999).

Elevenpercentofthose surveyed had made apurchase over the Internetusing
a credit card (Ministry of Economic Development, 2001). The frequency of
purchasing viathe Internet was higher in Wellington (eighteen percent) amongst the
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‘white-collar’ occupational group (seventeen percent) and those in the top income
group (eighteen percent). Twelve percent of males surveyed were more likely to
have made a purchase than females (four percent). In 2000, 21 percent of those
surveyed felt comfortable when shopping over the Internetand 21 percent felt
uncomfortable using a credit card (Ministry of Economic Development,2001).

InMay 2001, the Labour Market Policy Group, of the Department of Labour
gathered information in regards to the gap between those people who have good
access to information and communications technology (ICT), and the skills and
motivations tomake effective use of it,and those who donot (Labour Market Policy
Group,2001). This has been commonly referred to as the digital divide in New
Zealand. One of the key stakeholders identified in thisreport were the New Zealand
Méori.

Accordingtothereport, four dimensions were identified that created the digital
divideinNew Zealand, lack ofaccess to ICT; lack of ICT education and training;
negative attitudes towards and lack of motivation touse ICT; and lack of relevant
content (Labour Market Policy Group, 2001). Perhaps the most significant
dimensionisthat oflack ofaccess to ICT. Lack ofaccess to ICT is identified as
aninability to afford hardware, software or ongoing Internet access; and alack of
adequate telecommunications infrastructure, which isamajor hindrance for those
located inrural areas (Labour Market Policy Group, 2001).

Maori and Internet Shopping

It is only recently that studies have been carried out on Méori and their
presence on the Internet (Smith, 1997; Smith & Sullivan, 1996; Kovacic,2001).
However, no studies examining the relationship between Méori, trustand Internet
shopping were found. There has beennomention ofthe word ‘trust’ inthe literature,
butmany articles discuss the notion of Méori beliefs and values with respect being
the common term (Patterson, 1992).

Jarvenpaaetal.(1999,2000), Dawar, Parker, and Price (1996) and Lynch
etal.(2001) found that trust varies across nationalities and cultures. One commonly
referenced definition of culture is thatby Hofstede (1991), who defines culture as
“the collective programming of the mind that distinguishes the members of one
category of people from those ofanother” (p. 5). Hofstede (1980) identified four
constructs thathave been the foundation of much cultural research: power distance,
uncertainty avoidance, individualism and masculinity. Hofstede (1980) found the
individualism constructto have the strongest variation across cultures. Javenpaaet
al.(1999,2000) claim that consumers coming from an individualistic culture may
have greater trustand be more willing to base their trustina Website than consumers
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fromacollectivistic culture. As aresult, only the individualism construct will be
investigated here. Accordingto Hofstede (1980), those inan individualistic society:
»  Takecareofhimorherselfand his or herimmediate family

*  Havean“I” consciousness

*  Haveaself-orientation

*  Havegreatereconomicdevelopment.

Thoseinacollectivistic society:
*  Borninto extended families or clans, which protect them in exchange for
loyalty
*  Haveanemphasisonbelongingto an organization
+  Havea*“We” consciousness
*  Havelesseconomicdevelopment (Hofstede, 1980).

A Mioriconceptof community is based on collective strength, which includes
sharing, nurturing, supporting and empowering of interdependent groups. The
Miéori see community as a form of relatedness, in which people are interdependent
(Gregory,2001). Animportant method of communication for Méori is through the
whanau (family) structure (Light, 1999). That is, the connections are about
relationships to people and to place. Patterson (2000) backs this up by claiming,
“in Méori eyes, a person without family is scarcely a person at all, and the mana
of any member of a family extends to all members” (p. 232). Mana is a
(supernatural) power that can be present in a person, place, object, or spirit. Itis
commonly understood as prestige, power, or authority; but really such status is
derived from possessing mane. The power of mane is undifferentiated and
dangerous ifuncontrolled (Patterson, 2000; Perrett & Patterson, 1991; Harple,
1996).

Individualism tends to promote a trusting stance in an individualistic society
(Jarvenpaaetal., 1999). Asaresult, one gets better outcomes assuming that others
arereliable. Individualists are more likely to trust others until they are given some
reasonnotto trust. By contrast, those highin collectivism are more likely to base
their trust on relationships with first-hand knowledge. Members of collectivist
cultures areless likely to trust someone who is not part of their in-group (Y amagishi
& Yamagishi, 1994; Thanasankit, 1999).

One otherissueis that Méori view their personal information as faonga, that
is, their property or treasure (Te Puni Kokiri, 1994). Mdori donot feel comfortable
letting people have their information. Although aperson’s details may seem small,
they are precious as they relate to the individual concerned. Questions normally
asked when personal informationis required include:
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*  Whydoyouwantthisinformation?
*  Howwillmy personal informationbeused?
*  Whowillhaveaccess tomy personal information?

Note that these Maori questions parallel those in general e-commerce
transactions. The question ofhow the information collected could be used, could
be astrong deterrent for Midori to shop online as it is their information, or taonga,
that will be collected and possibly misused or passed onto a third party.

There are some benefits of displaying Méori information on the Internet (Smith,
1997). One such benefitis the ability to preserve and disseminate Méori informa-
tion, such as tribal (iwi) information. However, there are still many factors that
hinder Méori from displaying their information on the Internet. Particularly, Méori
seerisksto their culture in making information too freely available on the Internet
(Smith, 1997). Smith (1997) outlines issues such as:

*  Threatstocultural values

*  Lossofcontrol ofinformation whenitis digitized
*  Intellectual and cultural property ownership issues
*  Accuracyandauthority

*  Commercialization ofinformation

*  Accessissues

Accessissues herereferto the digital divide, outlined in an earlier section. A
face-to-face survey carried out by ACNielson and Netwatch in 2000 interviewed
12,000 New Zealanders. Ofthis 12,000, 1,156 classified themselves as Médoriand
ofthose 1,156; 133 individuals stated they had Internetaccess athome (Hawkins,
2001). Either Miori do not have easy access to computers and the Internet as
compared to New Zealand Europeans, or there are an insufficient number of
computer literate Mdori due to economic deficiencies (Statistics New Zealand,
1998), referenced earlier as the “digital divide.”

According to the Labour Market Policy Group (2001), it was found thata
proportion of stakeholders in the report had a strong wishnottouse ICT. Some
ofthesereasonsrelateto culture. For example, Méori prefer kanohi-ki-te-kanohi
(person-to-person contact), something the Internet does not offer and would be
very difficultto implement. Similarly, inregards to the content of web sites, the
perception of groups such as the Méori, is that the Internet is largely for (young)
white males (Labour Market Policy Group,2001).

Miori appear to be under-represented in terms of Internet shopping; this can
be attributed to the lack of access to such information and communication
technologies. The digital divide is prevalent in New Zealand, but this is not
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necessarily the only reason as to why there is a lack of uptake in Internet shopping
for Méori. Cultural values, traditions and beliefs also play arole, and as we have
seen, the issue of cultural and personal information property (taonga)is a good
example ofthis. However, Miori are being encouraged to use the Internet and as
aresultare making an attemptto shop online.

SOLUTIONSAND RECOMMENDATIONS

This chapter discusses the possibility of amodel proposed by Peszynskiand
Thanasankit (2002). The framework model, depicted in Figure 2 below, is an
adaptation of the model created by Jarvenpaaetal. (1999,2000). The difference
isthe extrastep leading to reputation.

Itisbelieved thatas Méori are part of a collectivistsociety, they are more likely
to base their trust onrelationships with immediate family members (whanau) and
tribal (iwi) elders. Therepetition of ones (good) reputation willnormally lead Méori
to increase their personal trust towards purchasing products and services online
(Peszynski & Thanasankit,2002). For example, through the creation of the extra
parameter (word of mouth), ifa would-be Méori Internet shopper heard many
good recommendations about a specific web site, the perceived reputation of the
web site would increase. This leads to anincrease in the trust in that web site. As
stated before, Méoriare less likely to trust someone who is not part of their in-group
(Yamagishi & Yamagishi, 1994; Thanasankit, 1999). Itis therefore proposed that
through positive word of mouth about a web site from someone that person knows
and trusts, typically someone from their in-group or society, the better the reputation
ofthatwebsitewill be. Thebetterthe seller’s reputation, the more likely the would-
be consumer would trust that web site.

In conjunction with reputation and following trust, isrisk. Jarvenpaa et al.
(1999) found that when risk is present, trust is needed to make transactions
possible. Itis therefore proposed that when trust in the web site is reduced, risk

Figure 2: Suggested Model
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(productcategory or financial category) isreduced, which leads to areduction in
awillingness to buy from that web site. Finally, when there is a high reputation for
anorganization’s web siteand high trustinthe webssite, then the risk associated with
the trading and transactional relationship between the organization and the con-
sumer decreases, leading to anincrease ina willingness to buy.

Issues of Trust Apparent to the Miori Internet Shopper

Itwas found that the incidence of Internet shopping was higher in Wellington
among a white-collar occupational group (UMR Insight Ltd., 1999). Asaresult,
the study by Peszynski and Thanasankit (2002) involved eight interviews. Five
interviewees were female and the remaining three were male. All were full-time
professionals in either the private or public sector in Wellington.

Face-to-face, one-on-one, interviews were used to obtain participants views
and opinions. This method was selected as, according to Daftand Lengel’s (1986)
informationrichnesstheory, itis the “richestmediumbecause it provides immediate
feedback so that interpretation can be checked. It also provides multiple cues via
body language and tone of voice” (p. 560). It was also found, by Light (1999), that
the preferred medium for Méori is face-to-face since it creates a trusting relationship
between the interviewer and interviewee.

Toobtainreliableresults, steps were taken during the interview to help reduce
the distance between the interviewer and the interviewee. OPRA Limited (1998)
claim that the interviewer can increase the respect and interest with the Méori
interviewee by “facing the interviewee when sitting and maintaining good eye
contactby way of spontaneous glances to express interest” (p. 18). Questions were
modelled around guidelines by OPRA Limited (1998). What helped define a
‘good’ question was one that was “open ended; single focused; and start with
‘what’, “how’ or ‘could’ (p. 19).

The process consisted of three stages. The first stage was to obtain general
impressions of what the Miori Internet shopper looks for as signs of trustin a
Website. Thisalsohelped getthe interviewee into the right context for the remainder
oftheinterview. Inthe second stage, the interviewee read a one-page summary of
trustand Internet shopping, and this was followed by the third stage, where more
questions were asked to find out, by means of an interview schedule, what that
literature means to them as a Miori Internet shopper.

Asthe data collection method was face-to-face, one-on-one interviews, the
information was collected via written notes made by the researcher, and, with the
permission of each participant, an audio tape recorder was used, from which, a
transcription of the interview was made. Notes were alsomade during the interview,
includingreflectiveones.
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The hermeneutic cycle was employed for the data analysis component of the
Peszynskiand Thanasankit(2002) study. Hermeneutics is primarily concerned with
the meaning oftext. Myers (1997), Kleinand Myers (1999) and Gadamer (1976)
claimthatthe hermeneutic cycle helps us intheunderstanding of the textasawhole
and the interpretation of'its part, in which descriptions are guided by anticipated
explanations. Thatis, the researchers read the complete transcript of each interview
before analyzing the answer given by interviewees to each question. This also
enabled the researchers to generate a variety of categories that tentatively fit the
information given in the interviews (Marshall & Rossman, 1989). The eight-step
guideline proposed by Tesch (1990, pp. 142-145) allowed the researchers to
group similar categories together into a theme based on the transcripts of the
interviews. These themes were then abbreviated into codes and these codes were
placed nextto the appropriate segments of text. Categories that were related were
then grouped together. The hermeneutic cycle was repeated until all apparent
themes emerged from each transcription.

ForMaori, the security of systems used by online organizations creates a fear
inregardstotheconfidentiality oftheirpersonal information (Peszynski & Thanasankit,
2002). This, inturn, raises issues about information being accessible to other people
or even the possibility of the web site being hacked. Fears are increased when
financial details are being transmitted viathe Internet. When answering the question
of whatissues of trust are apparent to the Méori Internet shopper, we initially look
at whether or not the trustworthiness of a site enters their mind, particularly in
regards to the protection of personal information. The respondents had the same
concernas can be seen in the following example:

P6: Absolutely. Particularly over the Internet, where you know people can hack
inand get your personal details and things like that. .. What worries me more
about Internetshopping is that you’re giving over financial details and access
to your bank accounts and things like that, which I’'m notkeen on doing.

Asshownintheabove comment, the security ofthe systems used by the online
organization create adoubt in the minds of those interviewed, as there is a fear of
personal information, being accessible to other people or even the possibility of the
web site being hacked. Fears are increased when financial details are being
transmitted viathe Internet.

One conceptthatdeveloped early in the interview process was that of levels
oftrust. Specifically trustin terms of personal information:
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P1: Level 1 trust, whichisname, e-mail address, it’s pretty easily givenaway, |
mean, as soon as you startusing the net, people get that information anyway.
Level 2 trustis when you start giving things like youractual streetaddress and
youknow, people could track youdown ifthey wanted, and then the financial
stuffwith credit cards, that’s when you start thinking, oh is this a secure site?
Havethey gothigh-tech security builtaround their web-server and network?

Usingtheresponse taken from one participantand applyingitto the remaining
participants,amodel was developed (Figure 3).

Whenreviewing the interview transcripts, it was found that there are some
differences between the literature and the Méorirespondents. For example, Méiori
areresponsible formore than justtheir personal information. When the respondent
isperformingatransaction viathe Interneton behalfoftheirtribe, they are providing
“historical information.” Thatis, information about their tribe (iw7), sub-tribes
(hapu), family (whanau), and cultural knowledge and information. 7aonga stands
outhere, asitis the protection of such private and personal information.

The reoccurring theme about trust and Internet shopping is that of the
reputation of the organization and their web site. This issue was alsoraised in the
literature, however, Midori place heavy emphasis on the reputation ofa web site.

P2: ...nowthereputationof, [ think I’'mstill people based. Thereputation ofaweb
sitedoesn’tcome from the webssite itself. Itstill comes from the people around
me. So like if Tknow people order stuff offthe net, say books, I’ll go and ask
them [off] whichsites [do] they order?

The ability to increase the reputation of the web site, is not through customer
testimonials, asthey “could’ve been trumped up” (P3), but through word of mouth:

Figure 3: Levels of Trust as Proposed by Interviewees
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P8: Itendtogowiththesupplierorserviceproviderifit’s beenrecommended to
me by somebody else. ..it would have to be someone else [ know.

However, no matter how trustworthy the site may look, and how good the
reputation s, thereis still that doubt that “nothing is infallible, especially on the net”
(P4).Itisupto the organization to provide policies and honor those policies.

Trust in Internet Shopping
Interviewees were asked what helps them classify the web site as being
trustworthy. Responses include:

P2: Whatldolikethough,isbeingable to contactaperson, evenifit’s by e-mail,
butjustso I know [ have a person to contact, rather than just some nebulous
being.

P4: Purely getting what you think you’ve bought [pause] in the time
specified...Usability. . .definitely affects my shopping habits.

P6: Firstthatit’sareputable product, and thatthere’s a guarantee thatifyoudon’t
likeit,youcansenditback...And contactdetails—I’1l try them outand see
iflgetareply.I’lle-mail themand seeifI getaresponse, or contacttelephone
number and ring thatand see the kind of service I getthere, because I find it
hard to get past the need to speak to someone, whether it be on the phone or
face-to-face.

P8: Forme,it’sall ofthosethings, that’s what would make metrustthemmore. . .If
I'were shopping fora Méoriitem, then I would like to see what contribution
that they actually make to the Méorisociety.

Themesrepeated in the majority of interviews include reputation, the ability to
contactsomeone and the guarantee that the goods you order are actually the goods
youreceive inthe delivery period as promised by the seller. There isalso asense
of collectivism in the comment made by Participant Eight. They want to see a
contribution to Méori society forany Méori product they purchase.

The use of assurance services, such as Web seals (Cashell & Aldhizer III,
1999; Notebergetal., 1999), was noted as helping increase the trust of a consumer.
Interviewees claimed to recognize few groups and organizations supporting the
web seals. However, when interviewees were asked about the benefits of
webseals, the majority ofrespondents gave similar responses such as these:
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P3: ...thisbitaboutincreasingthe trustand these assurance services, apart from
MasterCard, I don’trecognize these groups. Sounless it was arecognized
group, to me, that would hold no weight with me...if it were certified by
someone that [ know, that would probably help.

P4: Tdon’treally look for them. Perhaps I just don’t understand them. I don’t
understand the organizations that are supporting them.

Ascanbeseen inthe above quotations, those that were interviewed claimed
topay little attention to these web-seals. Bringing this intoa New Zealand context,
afurther question inthe interview process was developed, asking participantsifthe
creation ofa New Zealand web-seal would affect the respondent’s trustina web
site:

P3: Thatwouldbe good, because I think...Idon’tknow what things to look for
until these problems are highlighted. . .there mightbe occasions where we find
whatthey’re saying is misrepresented, and until these problems start popping
up, I won’t know what solutions to look for...there’s going to be a lot of
cowboys inthere, and we’re going to need some protection at some stage.

It was suggested that the creation ofa web-seal for New Zealand web sites
would make a difference in terms of increasing the sense of trust in that web site.
However, it depends who creates that web-seal:

P4: Onlyifthatorganizationhas substance and credibility toit. ..Idon’tknow how
youwouldachieve substance or credibility. . .I think the consumer watchdog,
likethe Commerce Commission, whosejurisdictioncovers fairtrading. . .people
who can guarantee or underwrite security, you know, you can guarantee
performance, and keep themto theirpolicies, so you are going to get what you
ordered, and when you pay for it, your payment details are not threatened.

P6: Yeah,tohavesomeone likethe Commerce Commission checking, giving their
seal of approval and thatanyone thathas that sign over the Internet, that they
should actually be registered. I think that’s really important. It’s like a
protection for New Zealand citizens, forus, we need that.

Asseeninthe aboveresponses, an institute such as the Commerce Commis-
sionisseenasbeingareputable source thatthose interviewed would trust. Theidea
would be to have all New Zealand e-commerce web sites register with the
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Commerce Commission, provided they meet certain criteria such as honor their
policiesand delivery times and have a secure server. Asaresult, that web site would
beabletodisplay animage showing proofofbeing registered with the Commerce
Commission and providing a trustworthy service.

Risk

The concept of product category risk and financial risk was apparent to those
interviewed. There was little difference inrespondents view of financial risk, which
istherisk associated with the Internet as a purchasing medium. Consumers are
apprehensive about sending their credit card information over the Internetbecause
it puts them at risk of credit card fraud (Fram & Grady, 1997; Jarvenpaaetal.,
1999, 2000; Lynchetal.,2001).

However, itwas feltthat product category risk applied to not only the Internet,
butthetraditional ‘bricks and mortar’ environment. Product categoryrisk refers to
therisk associated with the productitself. Itis the consumers’ beliefthat the product
will functionaccording to their expectations (Fram & Grady, 1997; Jarvenpaa et
al.,1999,2000; Lynchetal.,2001). This was seen in the response by Participant
3

P3: ...it’sasifIwentintoashopand picked up anappliance and I’d expectitto
work a certain way, and until I gethome and plugitin, I don’tknow that.

Further views ofrisk can be seen in the following:

P3: Talwaysworry whenIgive my creditcard details over, | wonderif someone
canhack into theirsiteand useit...butthat was arisk [ was prepared to take!

P4: Riskisthekey factor, therisk of getting whatyou think you have ordered. . .as
coupled with the risk of putting your payment details on an international
highway. Ifthose two risks were eliminated, then trust and reputation are
almostirrelevant.

P7: Tknow thatthereisarisk factor, butin some ways, yousort of have to take
thatinto account when you wantto buy from the net. You’re paying for the
convenience more so than anythingelse.

Although therisk factor exists, the final purchase ultimately comes down to
whether ornotyou wantto take thatrisk. However, if this risk factor can be reduced
oreliminated, then, as Participant 3 mentioned, “trustand reputation and almost
irrelevant.”
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Reputation

The popular method of promoting the reputation ofa web site is by publishing
customer testimonials (Quelch & Klein, 1996). However, those interviewed tend
topay littleattentionto customer testimonials. Reasons included notknowing ifthey
arereal or how the person who wrote the testimonial based their judgements.

P1: They canbeuseful,although, sometimes youkind of wonder whether they
really are customers.

P2:  Mmmm, now the reputation of, I think I’'m still people-based. The reputation
of a web site doesn’t come from the web site itself, it still comes from the
peoplearound me. So ifTknow people who order stuffoffthe net, say books,
I’ll go and ask them off which site they order , rather than, you know, oh this
looks like anice site, because it says so.

P3: ...thiswholethingaboutreputation, [ wouldn’tplace much emphasis on that,
because I don’tknow they’re valid testimonials, they could’ve been trumped

up!

P4: No,notreally. Unlesstheallocation of quality is carried outby an independent
and highly regarded organization, it would mean nothing tome.

P7: It’sabitlike when youread anewspaper and they have critics talking about
certainrestaurants, and it’s like, forall Iknow, he could be tasteless! Idon’t
know! Thisis whereitcomesback tothattrustthing. . .ifI gotacomment from
someone [ knew, then that would mean a lot more than someone else.

P8: Itendtogowiththesupplierorserviceproviderifit’s beenrecommended to
me by somebody else...it would have to be someone else [ know.

Respondents prefer to speak to someone they know thathas visited that site
to see how they found thatsite, rather than trust a total stranger. The word-of-mouth
parameter as shown in Figure 2 is important at this stage, for those interviewed. As
showninthe above extract, Participant 7 would preferacomment from “someone
I'knew, then that would mean a lot more than someone else”’, and again, this can
beseenin the following extract:

P5: Tknowalotofotherpeople who have purchased the same product from that
site, so I’ve seen the merchandise, and through that referral, I’ve got
confidence in thatsite and the product.
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Thisisthe main difference between those interviewed and what the literature
hasto say regarding reputation. Rather thanread customer testimonials left on the
web site by unknown customers, the Méori respondents prefer to seek and speak
to someone they know and trust who has been to that web site and made a purchase
fromit.

Additional Features Relating to Maori and Internet
Shopping

During the interviews, participants were asked how they would feel in terms
of trust towards a web site, with regards to the creation of web sites that were 7e
Reo Miori (that is, web sites in the Miori language). That is, would those
interviewed be more trusting towards a web site inthe Méori language? Ascanbe
seenintheresponses below, it was found that there would be an immense interest
by the Méori Internet shopper to “delve” into it and be “compelled” to view it.
However, the same features are necessary to instil that sense of trust in the Méori
Internetshopper. Thatis, a good reputation from someone in their in-group.

P5: Thesamecriteriawouldapply tosites thatare in English. . .Ithink itwould add
to site interest...but as far as credibility and trustworthiness goes, the
reputation would have to stand first.

P6: TD’dstillbelooking for the same things thatI’d be looking forin otherssites. . .1
would be very compelled.

P8: Ifthesites was in Méori, and ithad all those web-seals and the padlocks at
the bottom and the price was reasonable, and you were able to access their
service easily and quickly, then the thing would be awesome, but I think I
would be looking for the same measures as [ would on other sites, the safety
measure and stufflike that before I started spending money on their site.

Onepossibility thatarose in the interviews that could be applied to the practical
environmentis that New Zealand web sites may want to contain bilingual text. For
example, some web sites, such as http://www.alibaba.com, have the ability to be
viewed in either English, Chinese dialects or Korean. This may have more interest
for the Méori Internet shopper to at least visit the site.

Anissuethatwasraised fromthe literature pertains to Méori values and beliefs.
Maiori prefer not to have personal information about them kept by a third party.
Interviewee’s were asked if such questions were raised when they entered their
personal information and financial details into the web site. Although the conceptof
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taonga was not apparent for all participants interviewed, there were some
respondents, who felt that faonga was important, knowing that their information is
keptonasystem foranunknown period. Examples of faonga canbe seen in these
excerpts:

P7: Yes,becauselknow they keep this information for stats and hopefully to get
some marketing information. I don’tlike the thought ofitalwayssitting there
andbeingaccessible.

P8: ...asaMdori,lamresponsible, notjustformy own personal information, but
alsodetailsaboutmytribe, Iwidetails, and other details about family and things
like that, so there’s a difference about what type of information can be
entrusted to somebody else I think. Now ifit’s my own personal information,
like address details, age and all other things, then those things are ok. Butum,
it’s, it’s historical information, or whakapapa...then that’s where things geta
little bit different. The nature of data exchange is abit different there. Asa
younger person, I’m ok with entrusting information to somebody else, but
know that with other people, older people, other older Miori people, it would
be different...theyjustdon’tlike shopping over the Internet and passing off
their own, even their own personal details, bank account details, and things.

The above comment shows that Méori are responsible for more than just their
personal information. However, the degree of confidence varies when the respon-
dentis performinga transaction via the Internet on behalf of their tribe, or iwi, as
theyare providing “historical information.” The other difference is between the old
and the young. Older Miori do not like shopping via the Internet because they
preferto keep their personal details and bank details private, whereas the younger
Miori have fewer doubts with entrusting personal information to other people.

There are other features or factors that may help the respondents want to shop
viathe Internet. One feature includes the notion of anonymity thatno oneknows they
are Méori, and as aresult will treat them no differently than non-Miori. This canbe
seeninthe commentbelow:

P6: There’salsothatwholething ofanonymity. . .Iknow whenIgo shopping with
my sisters, there is thiskind of people, the service people, the assistants, um,
oftenthey’ll comeup andsay “Oh, can I help you with something?” and they’1l
be a particular way with us, that they’re not like with other people, and I
wonder ifthat’s because we’re Miori. . .the anonymity that comes with the
Internetand Internet shopping. Aslongas you’ve gotthe prerequisite, Visa
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card number, and aname and address to send the stuffto, youdon’thave to
worry about that. Like everybody across the board is treated the same
way...I canseethatasbeingareally bigattraction.

Essentially, everyoneis the same when shopping on the Internet. That s, there
isno cultural orracial discrimination. This can be amajor influence to those thatare
treated differently whilst shopping in the traditional environment. One Internet
shopper is treated exactly the same as another Internet shopper.

Photos ofthe people inside the organization on the web site gives the Méori
Internet shopper recognition that this organization does exist and they do have
people working there, in other words, they are not a faceless organization.

P2: Beingableto see a face [referring to the use of photo’s of members of the
organization on the web site], being able to contact that person, um, but then
there’s the whole ahua [look], the whole look of the site as well, does ithave,
youknow, isiteasy to navigate?

This also helps ifthe Méori Internet shopper needs to call up for any reason,
as they have a face to the name.

Finally, the association of recognizable Méori names to e-commerce sites
couldalso make adifference, as there is that reputation or word-of-mouth notion
thatifotherrecognizable Méori trust the site, then the Miori Internet shopper should
do so.

P1: IfMaéoriseeotherrecognizable names associated with e-commerce sites, it
couldwellhaveapositiveeffectontheirlevel of willingness tomake purchases
fromthatsite.

Examples ofrecognizable Maori names could be associations viatribes (iwi),
sub-tribes (hapu), or family (whanau). If members of their tribe or family are willing
to purchase goods and/or services froma particular web site, then this could have
apositive effect on the Méori Internet shopper to feel comfortable and trusting of
that web site to purchase something themselves.

FUTURE TRENDS

The information provided in this chapter can help New Zealand (and possibly
international) e-commerce businesses as it brings to light some issues that Méori
have that either hinder them or assist them to purchase via the Internet. As Méori
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are classed as beinga collectivistsociety (Gregory,2001; Light, 1999; Patterson,
2000), thisinformation could also be applied to other collectivist societies, suchas
Thailand or China).

Asseenintheprevious sections, theinclusion of photos of the organizationand
staffcould give the Méori Internet shopper recognition that this organization isnot
afaceless organization. Thatis, they do existand they do have people working
there. Ifthe Méori Internet shopper needs to call the organization for any reason,
they haveafacetothename. Thatis, “It’sjustasifyou’ve walked into ashop” (P6).
There is anassociation or link between the Miori Internet shopper and the web site
(and organization).

Another possible outcome of this chapteris the creation ofa New Zealand web
seal. Asdiscussed above, an organization such as the Commerce Commission in
New Zealand is seen as being areputable source that those interviewed would trust.
IfNew Zealand webssites are registered with the Commerce Commission, then this
could help increase the consumers trust in the web site and make them feel more
comfortable to make a purchase.

The association of Méori names with a web site could also help the would-be
Miori Internet shopper trust the web site and is linked closely to the above
suggestion of the web-seal. Itis the recognition of a reputable association, and
because the Miori organization (iwi, hapu, whanau)trusts that associated name,
the Méori Internet shopper should then trust the web site.

Contact details should be made visible on the web site, as one participant
states: “Ilike the thought of itbeing on every page. Y ou know, usually down the
bottom they’ll have all that information, the help, the contact details” (P7).
Displaying contact details creates a professional image that there is the ability to
contactthe organization.

Finally, displaying policies regarding shipping, returns and warrantees should
also be made available on the web site. These policies should be visible and
accessible for the consumer to read. The important feature is that these policies
should be strictly adhered to by the organization. That s, if they say they are going
to deliver in x number of days, they do so.

The study this chapter was based on also provides abase for future studies in
the field ofe-commerce and cultural values. The firstand foremost area is the New
Zealand Mdori. The study was an introductory investigation into the cultural
differences of Internet shopping for Méori. As aresult, and possibly the first step
for future studiesis to investigate ifand how the results of the current study compare
to New Zealand Europeans.

Another extension would be to interview Méori Internet shoppers ina New
Zealand context, rather thana Wellington context. This would see if the results of
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this study are Wellington-specific, thatis, only apply to Maori Internet shoppers in
the Wellingtonregion. Another benefitof such an extensive study would create the
ability to generalize the results New Zealand-wide, rather than concentrated on one
specificcity, Wellington. Aninvestigation into other collectivist societies (Eastern
countries, such as Japan, Thailand and China) could see if culture significantly
influences the indigenous behaviors and attitudes of people.

The development of the trust pyramid (Figure 3) could be argued to include
afourthlevel, sensitive information. This level could be applicable to the Méori
culture as they have a strong sense of faonga, that is, a belief that their personal
informationisatreasure. Although this was notraised in the study, studies onlevels
of trust have identified sensitive information as another level (McCarthy &
Campbell, 2001; Han & Maclaurin, 2002; Dawson, 2002). The term sensitive
information canreferto the type of information thatis extremely personal. One area
inwhich this comes to mind is medical information, whereby a web site may ask
when the last time a customer went for a check-up, and ifany medical problems
were found. Sensitive information could also refer to the type of product the
customer purchased.

CONCLUSION

There are features of a web site that could be implemented that will help
increase the sense of trust for the Méori Internet shopper, however, completely
removing therisk factoris adifficult task. The central concern of this chapter has
beento gain some understanding of whatissues of trust must be apparent to make
the Méori Internet shopper feel comfortable to shop online. The study this chapter
is based on attempts to uncover some understanding of the associated factors that
either help or inhibit Méori from shopping on the Internet.

The study looked at eight Mdori Internet shoppers, consisting of five female
participants and three male participants. All were full-time professionalsin either the
private or public sectorin Wellington. Face-to-face interviews were performed to
identify Méori perceptions of trustand Internet shopping. The data was reviewed,
which enabled theidentification of issues that arose in either the interview or the
background literature review.

Asaresult, this chapter tentatively suggests that trust for the Méori Internet
shopper in this demographic meant that the web site musthave a good reputation,
the ability to contact someone and the guarantee that the goods you order are
actually the goods youreceive inthe delivery period as promised by the seller. There
was alsoasense of collectivism in the comments made. That s, participants want
to seea contribution to Méori society forany Méori product they purchase, and the
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factthat they want to hear from someone they know and trust, typically someone

fromtheirin-group.

This chapter can also tentatively suggest that the current literature on trustin
Internetshopping, risk and reputation applies to the Méori Internet shoppers in this
demographicto acertain extent:

+  Participants interviewed claimed to pay no attention to assurance services
suchas web-seals as they claimed little knowledge of the groups or organi-
zations supporting the web seals or what they stood for.

*  Intermsofrisk, respondents felt that financial risk is important and the same
as what the literature states, however, the product category risk equally
applies to the traditional ‘bricks and mortar’ environment.

*  Reputation is a major theme that was apparent in most of the interviews.
Respondents preferto speak to someone they know thathas visited that site
to see how they found thatsite, rather than trust a total stranger.

*  Thereisthenotion of anonymity, thatis, no one knows they are Méori, and
asaresult will notby treated any differently than non-Méori.

*  Photosofthe peopleinside the organization can make a positive difference.
It gives the Méori Internet shopper the ability to puta face to the name and
for the organization to show thatthey are nota faceless organization.

*  Theassociation of recognizable Mdori names to e-commerce sites could
makeadifference, as there is that reputation or word-of-mouth notion that if
otherrecognizable Méori trust the site, then the Méori Internet shopper should
do so.

This chapter has made a significant contribution to the body of trust in e-
commerce knowledge by exploring the role of a collectivist culture (the New
Zealand Méori) and its influence on attitudes toward online shopping. By gaining
more understanding of the role of the collectivist culture on trust, there is the
prospect of future research projects into cross-cultural research, comparing other
collectivistcultures in different countries, to betterunderstand the role of culture and
itsinfluence on e-commerce.

The findings of the study, which this chapter is based on, assist both
practitioners and researchers tounderstand the role ofindigenous culture and values
on online shopping. This chapter will assist practitioners in the planning and
developmentof e-commerce where culture significantly influences the indigenous
behaviors and attitudes. In summary, the social construction of a culture has an
impacton the development of trustand success of B2C e-commerce web sites.
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ABSTRACT

Small and medium enterprises (SMEs) in Thailand are fundamental business
units spread all over the country. Since the severe economic crisis (i.e., Tom
Yum Kung disease) in 1997, thousands of SMEs have gone bankrupt and so
dropped out of the Thai economy each year. One key means of enhancing the
viability of SMEs and assisting in economic recovery of the country that has
been suggested is to transform them from a traditional to digital business
using the Internet and e-commerce.. The expected advantages of e-commerce
strategy include decreasing costs, expanding marketplaces, enhancing
competitiveness, improving business image, and increasing revenues.

However, there are snares and hidden pitfalls in the backend of this
business. This chapter presents an overview of e-commerce of SMEs in
Thailand. The first part introduces fundamental background of SMEs in
Thailand including types and characteristics. The second part investigates
advantages and disadvantages of e-commerce implementation. Finally, the
third part discusses SMEs and e-commerce in Thailand in the case of e-
tourism.
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INTRODUCTION

Inthepast, Thailand aimed at being an industrialized country. The country’s
developmentschemes highlighted large investment depending on foreign capital,
labor-intensive production and advanced technology while neglecting the skillsand
know-how oflocal people. The severe economic crisisin 1997 brought Thailand
to realize that small and medium sized enterprises (SMEs) are important as a
mechanismthatmay help the country to surviveand compete ina highly competitive
globalized world.

Intense competition and the advent of information technology have stimulated
SMEs toinvestinand integrate technological infrastructure. They expect that this
will attract customers because of greater convenience, betteraccess to information,
more efficient transactions, and more attractive variety of products. E-commerce
hasbecome the most sought-after technology because itallows SME customers to
conductreal-time, remote transactions without limitations imposed by time or
geography and to access more up-to-date and transparent information, which helps
them to make appropriate decisions and fulfill their requirements (WebAustralia,
1996).

Inturn, SMEs themselves may gain fundamental benefits from e-commerce in
terms of reduction of costs for office establishment and operating costs (e.g.,
personnel and equipment). The cost of setting up a full-service e-commerce web
siteis quite similar to that of opening a single physical storefront, but it can reach
more customers. Furthermore, e-commerce customers, who tend to be young,
affluent, and highly educated, may create ahigh demand for products and services
and opportunities for cross-selling and up-selling (Phillips, 1998). The low oper-
ating costsand low technology they employ enable SMEs to offer reasonable prices
and effective service to not only domestic but also world markets.

Benefits from e-commerce are contingentupon the completion oftelecommu-
nication infrastructure, confidence in the security ofthe system, and acceptance by
customers. Therefore, SMEs wishing to implement this technology need to extend
infrastructure, improve the skills of their personnel, and strengthen their security
systems (Laudon & Laudon, 2000; Smith, 1997).

However, engaging in e-commerce may increase overall costs unless SMEs
reduce expenditures along conventional channels by closing physical branches,
downsizing staff, and re-engineering operation systems. E-commerce alone may
notreduce costs because SMEs are unable to conduct typical transactions and to
undertake back office workload viathe Internet. Additionally, while SMEs may
save costs for customer support due to front-end self-servicing systems, they have
to make expenditures on technology devices, communications support, and
productorservice support(e.g., delivery, on-line payment and certified security).
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Initially, adoption of e-commerce may notnecessarily be aimed notat making
money butrather at publicrelations, i.e., maintaining an image as an innovative
organization, defending a market position against competitors, and building rela-
tionships with customers. Such intangible benefits aside, potential revenues frome-
commerce are yetunproved by many SMEs

SMESINTHAILAND

SMEs are small and medium-sized enterprises that are driven by services or
agricultural or manufactured products involving unique skills. They produce
products and provide services using mainly domestic raw materials and employing
local people to serve the world market demand. With minimal initial investment,
they are able to generate incomes from both domestic and overseas sources that
are then distributed back to local communities.

Organizations concerned with SMEs in Thailand use various criteriain defining
them. Accordingtothe Department of Industry Promotion Thailand, forexample,
an SME is an enterprise with fixed assets 0of20 to 100 million bahts and 20 to 100
employees, whereas the Industrial Finance Corporation of Thailand (IFCT)
requires fixed assets of 100-500 million bahts but does not specify anumber of
employees.

SMEs have advantages over large enterprises because of their independent
management, affordable business establishment, and close communication with
customers and staff (Hirunkitti, 1999). For their part, SMEs entrepreneurs expect
various opportunities and benefits from running their business, including gaining
control over their destiny, differentiating products or services to serve individual
customers (i.e.,mass customization), reaching their full potential, reaping unlimited
profits, contributing to society, and doing what they enjoy (Scarborough &
Zimmerer, 1996).

Thai SMEs represent 80 percent of the country’s industrial producers and
account for 70 percent of all employment (Bunyamanee, 2001). They thus may be
able to give a great boost to the Thai economy in many ways. In addition, the
demand forhandmade and natural productsis increasing. Accordingtothe WTO
(1999), consumer products such as ceramics, hand-woven cotton and silk textiles,
woodentoys, and leather products are valued at over 81 million dollars per year,
witha growthrate of 15 to 20 percent. Ceramics and hand-woven textile are two
mainexportproducts, withavalue of $173M peryear (i.e., 3.5 percent of the world
market). Although the marketshares ofother products areabout0.5- 1.0 percent,
their potential growthrates are promising.
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SMEs have been promoted as a means for Thailand to penetrate global
markets with products and services involvingunique skills despite the country’s lack
of capital for large investments and of humanresources for technology-intensive
production. SMEs seem to offer a way to tap the country’srich local wisdom and
cultural heritage to produce various unique high quality products.

The Prime Minister advocates SMEs as a mechanism to drive the Thai
economy, especially in prominentindustries suchasagriculture, gems, and tourism.
Hehasavision ofthe Thai product, which incorporates both high technology and
local wisdom. Such products will strengthen Thai SMEs and help them gain
sustainable growth and so support the Thai economy.

Thus, itis vital for SMEs to adapt themselves to new technology and apply it
withlocal wisdomto generate distinctive products, which entirely fit world demand
for products of nature and the human spirit. SMEs can be developed with the
supportofthe public sector by suchmeans as creating a greater variety of products,
reducing costs by using technology, conducting research and development, de-
creasing dependencies especially for software, and creating recognized brand
names.

Characteristics of Thai SMEs

As previously mentioned, definitions of SMEs vary according to an
organization’s perception. According to the Committee for Economic Develop-
ment, SMEs should have at least two of the following characteristics: their
management is independent (i.e., they are managed by their owners), they obtain
capital funds mainly from their owners or their relatives, they operate within
domestic markets, and they are small compared with other enterprises in the same
industry (Ryan, Roberth & Hiduke, 1999). The specific characteristics of Thai
SMEsare as follows:

*  Thai SMEshave few employees and these are flexible and able to change
product lines and production processes and so are able to adapt themselves
wellto customers’ requirements.

*  SMEsareableto initiate their business with low investment leading to low
capital requirements, low burden of debt, and less relation to commercial
banks.

*  SMEsuseskill, mainlymanual, in production, blending theirown wisdomwith
new technology to produce diversified products to meet the world demand
and world-class standards.

*  SMEsuselocal or domestic materials and the skills and expertise of local
people. Theuse ofimported materials and machines is minimal and limited to
only where essential to enhance value and productlines.
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*  Productsare made based on mass customization rather than mass production
to cope witha current situation and serve individual requirements. Products
areunique, high quality, and meet the standards, health regulations, and laws
of many countries.

*  SME:s perform an active part in their communities by employing local
resources such as funds, people, and material.

Apart fromthe above characteristics, the usual stereotypes of SMEs are self-
ownership, close communication with staffand customers, simple organizational
structure, high responsibility of the owner, and the relatively high failure rate
(approximately 35 percent fail within six years of establishment) (Scarborough &
Zimmerer, 1996).

Obstacles SMEs Face

Thai SMEsstill confront many difficulties incompeting with large enterprises
and striving for a sustainable growth. The main obstacle is severe financial
difficulties, including a shortage of working capital and unsustainable debt burdens.
Many SMEs, especially those making handcrafted products, have deficient fixed
assets and do not use standard accounting procedures. As a result, they have
difficulty obtaining credit from domestic financial institutions, and they have limited
ornoaccess to other sources of capital because they cannot afford the services of
international investment banks (Asian Development Bank,2000). Apart from
financial problems, SMEs lack designers who areable to create products in line with
world market demand, and their expertise in accounting and global marketing are
deficient. Furthermore, the governmentrealizes the importance of SMEs, but its
policies to supportthemare still vague.

Supportive Measures to Help SMEs Overcome Obstacles
Since capital shortage and lack of liquidity are main hindrances to their growth,
SMEs have called for promptaction by the government in launching more credit
packages through public financial institutions, supporting sound management and
effective marketing operations, and promoting the use of modern technology.
The former government launched many programs to help SMEs. Itpassed the
SME Promotion Act on February 18,2000, and set up a venture capital fund to
support promising SMEs. In 2000, the government established the Small and
Medium Finance Corporation to increase its capital from 400 millionto4.4 billion
bahts forthe financial support of SMEs. Other public financial institutions werealso
encouraged to provide loan packages to SMEs such as the Bank of Thailand (6.57
billion), IFCT (9.23 billion), Bank for Agriculture and Agricultural Co-operatives
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(3.66Dbillion), Government Savings Bank (950 million), and Small and Medium
Finance Guarantee Corporation (642 million). In addition, Small and Medium
Enterprise Development was established to provide technological support and
advice (Bunyamanee, 2001).

The present governmentis also a strong SME supporter. Many programs have
beeninitiated such as the national asset management scheme (AMC), the settingup
ofan SME Bank, the one-product-per-tambon project, credit loans, and the one
millionbahtcirculating fund foreach village. These programs will create a variety
ofniche markets, and strengthen SMEs, enabling them to become the backbone of
the Thai economy (Bangkok Intelligence News, 2000; Krairiksh, 2001).

Assistance also comes from overseas. Forexample, the Asian Development
Bank (ADB)hasapproveda US$25 million equity investment for Thai SMEs. The
fundisapartofthe ADB’s strategy to assist crisis-affected economies by restoring
investors’ confidence in Thailand, reducing the high debt-to-equity ratios of SMEs,
and stimulating the Thai banking system to expand credit or provide new loans
(Asian Development Bank, 2000).

ADVANTAGES AND DISADVANTAGES
OF E-COMMERCE

Applying the e-commerce strategy to SMEs in Thailandisinitsinfancy. Few
enterprises use Internet technology and the World Wide Web for their business
either for communication, as amarketing medium, or for transactions. Small and
medium-sized firms have suggested both advantages and disadvantages.

Advantages

Electronic commerce (e-commerce) refers to all forms of transactionrelating
tocommercial activities of both organizations and individuals thatare based the
processing and transmission of digitized data including text, sound, and visual
images (United Nations, 2000).

The e-commerce strategy is perceived to offer many advantages. One great
benefit of online business is that it lowers the cost of information delivery and
transfer. There are no expensive brochures, so publishing and postage costs are
reduced.

Anotheradvantage is that Internet technology can be used as amarketing tool.
Itisaninexpensive way of providing catalogs, and new products or services can
beimmediately advertised on the Internet. Customers canaccess business content
provided onthe WW W instantly, an unlimited number of times, any time—day or
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night. The Internet lowers the cost of market research. Potential or target
customers can bereached inboth local and international markets. Furthermore, an
effective web site that entertains and contains the information needed for buying
decisions quickly enhances an organization’s image and publicrecognition.

E-commerce offers greater returns oninvestment. Traditional storefrontsare
costly tobuild. The expenses include the purchasing or renting a premises, store
decorations, labor, and products. On the other hand, the main expense in setting
up an online storefront is the fee paid to web designers for developing web sites.
The amountinvolved inthe latter case is substantially less than the former.

Further, online business may lower costs in the long run such as lower costs
forbusiness transactions and lower cost for customer services are suggested. From
the service perspective, product support or customer services on the Internet can
be accessed instantly, 24 hours aday. Web technology can be used to improve
customer services andreduce costs. Typically inthe US, alivecall agentofservice
transaction costs 5 dollars, while a voice responding system costs 50 cents, and
service via a web-based system might cost only a few cents. A company may
publish aweb site detailing its products open for customers to access 24 hours a
day, including customer service systems that capture online customeraction and
provideassistance if customers have problems.

Disadvantages

Various disadvantages are cited by enterprises experienced in using e-
commerce. These include technology problems, lack of resources to fully exploit
the Web, lack of expertise in legal issues, lack of brand name recognition, the high
costof'setup and maintenance, disadvantages when the productis acommodity,
lack of personal contact, and no advantage of being part of alocal community.

Low sales figures after e-commerce implementation might be due to many
factorsrelated to competency, time, finance, marketing and technology. Most
SMEs have limited experience with information technologies. Sincethereisa
shortage of I'T personnel and some firms are unable to update the web sites, they
are dependent on web designers and Internet service providers, who may notbe
responsive to their particular problems. Some companies have encountered
difficulties in designing web sites that are customer oriented. Further, some
customers cannot find company web sites via search engines, decreasing the
company’s opportunity to establish contact with potential customers who are
looking for their goods or services through the Internet.

Generally, the costs of e-commerce setup and maintenance include infrastruc-
ture establishment, initial web design fee, and web site maintenance. Additional
costsmay includeresearch, development, staffing, and promotion.
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InThailand, thereis ashortage of expertise inlegal issues. Atpresent, there are
afew guidelines, laws orregulations concerning e-commerce or online business. In
2002, the Thai members of Parliament have passed two laws for information and
technology. They include Electronic Transaction and Electronic Signature Laws
(NITCS,2002). The other two Computer Crime or Electronic Transfer laws have
notbeen passed the Government meeting. Thus, online customers or suppliers still
risk facing computer crimes (e.g., illegal access and use, data alteration and
destruction, information and financial losses, and fraud).

Newcomer SMEs on the Internet may encounter online competitors who are
the first movers. The web pioneer or large firms already have brand name
recognition, costadvantages, and more experience in personnel training and web
management, and they may have amajor market share. Newcomer SMEs have less
chance to capture customers or to compete directly with them.

Traditionally, SMEs have advantages over larger firms in terms of having
personal contact with customers, making specialty products or services for
customers, being inalocal community, and targeting niche markets. An SME might
forexample produce or market a single product in one geographical area. These
markets are protected to some extent because their size is not big enough to be cost
effective for large firms. Turning to online business might ease larger firms in
penetration to local community and potential customers. Essentially, the Internet
allows online business to enter niche markets atlow cost. Niche marketinvasion
occurs when the transaction costs are low. This will cause firms with large
overheads to go into the markets.

SMES AND E-COMMERCE IN THAILAND

SMEs perceive the Internet as a powerful technology that canbe used as a
sales vehicle. Therefore, e-commerce is notonly an additional storefront, butalso
amust for competitive strategy and business survival because ithelps SMEs to
expand theirmarketplaces nationally and internationally without limitation of time
and geographical boundaries. This capacity for conducting transactions between
firms across geographical space presents new opportunities for SMEs in many
respects ranging from public relations, network creation to income generation
(Fariselli, Oughton, Picory, & Sugden, 1997).

However, adoption of e-commerce technology isnot easy for SMEs because
of they lack essential information and support to get started. Therefore, e-
commerce implementation requires the provision of informationregarding poten-
tialsand advantages of e-commerce development, costs, procedures necessary for
implementation, and prospective customers (Araujo & Machado, 2001).
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E-commerce in Thailand may be initiated by Internet Service Providers (ISP).
There are at least seven ISPs providing online shopping services dedicated
exclusively to electronic shopping malls (e-malls) such as GoldSite
(www.goldsite.com) of KSC, Shopping Thailand (www.shoppingthailand.com) of
Loxinfo, and Hot Zone/Shopping (www.samart.co.th) of Samart, for instance.
These e-malls aimat facilitating additional services to their customers who use web-
hosting services.

A survey of 656 participants from almost all Thai industries, attending a
seminaron22-24 July 1999, revealed that only 28.94 percent of participants had
developed e-commerce capability for business transactions, whereas 71.06
percent of them had not. However, approximately 92 percent of them had a
positive view of the importance of e-commerce implementation. Since this seminar
was held atthe beginning of the adoption of e-commerce in Thailand, despite the
potential benefits, most participants were unsure about many things. Therefore,
they demanded thatthe government provide training programs dealing with security
systems, technology use, law, and homepage construction. The main obstacles that
must beresolved included increasing security of ordering systems, enhancing
awareness, increasing network systems, issuing laws and rules on online transac-
tion, and intensifying government support (Electronic Commerce Resource Center,
1999).

Onthe consumer side, what Thai customers purchase online are products that
are otherwise unavailable, recently placed on the market, or tax-free. The main
products are books, CDs, tapes, tickets and accommodations. Many Thais still
hesitate to purchase online because they are not able to inspect products, lack
confidence in payment and security systems, and feel uncertain whether they will
receive what they order (Mayongpong, 1999).

Thus, enhancing motivation for online purchasing is crucial. The important
motivational factors are consumer needs, productutility and product characteris-
tics. First, consumer requirements can be fulfilled by reducing time for product
selectionandincreasing convenience insearching, diversification, and availability of
products and services. Second, utility factors consist of 24-hour trading, order
tracking, and information comparison. Third, productcharacteristicsindemandare
famous brand names, image, reliability, new ways of ordering, convenience in
payment, security in payment, and competitive prices (Mayongpong, 1999).

Many surveys have been conducted to find outabout the characteristics of e-
commerce developers and users, readiness in e-commerce implementation, ob-
stacles, and supportive factors. Private sector organizations, governmentagencies,
andresearch institutes have applied this information to accelerate the diffusionrate
ofe-commerceto help Thai SMEs. Information on the three main industries in
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Thailand: tourism, agriculture, and handicrafts, gives a broad picture of the e-
commerce of Thai SMEs (Electronic Commerce Resource Center, 1999). Ac-
cording to the surveys, SMEs are in the process of web site development. The
tourismindustry is the mostactive compared with agriculture and handicraft; nearly
half(50.05 percent) of the SMEs in the tourism industry already have web sites.
Thismayresult fromthe factthat intangible information-based tourism products and
services are more suited to e-commerce transactions than the bulky tangible
products ofagriculture and handicrafts (see Table 1).

SMEs develop web sites for four main activities: advertising, ordering,
paymentanddelivery. Inall three industries, itis obvious thatadvertising plays an
importantrole (see Table2).

SMEsperceive various advantages from e-commerce. Marketand customer
expansion is the most widely perceived advantage especially by respondentsinthe
field of agriculture (90.74 percent). Other expected benefits are advertising and

Table 1: Progress in Web Site Development by SMEs in Various Industries

Web site activities Agriculture Tourism Handicrafts
Operational 32.41 50.55 27.33
Work in process 31.02 27.47 29.33
No activity 33.33 14.29 38.67

Source: Electronic Commerce Resource Center, 1999; 2000, Koanantakul, 1999.

Table 2: Web Site Activities of SMEs Engaged in E-Commerce

Web site activities Agriculture Tourism Handicraft
Advertising 91.43 16.48 82.93
Ordering 14.29 6.60 34.15
Payment 8.57 11 12.20
Delivery 5.74 N/A N/A

Source: Electronic Commerce Resource Center, 1999; 2000, Koanantakul, 1999.
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publicrelations, decreased operational cost, increased sales and income, increased
competitiveness, convenience, reduced work process, and image promotion (see
Table 3).

The main obstacles to e-commerce development are lack of awareness,
unsecured product ordering process, uncertainty about payment systems and
security systems, lack of law support, poor communication infrastructure, no
certification authority, and language problems. Lack of awareness is the main
hindrance. Most participants revealed that they did not understand and lacked
knowledge to develop e-commerce (see Table 4).

The success of e-commerce is contingent upon Internetusage. Although the
number of Internetusers had increased substantially, the participants perceived that
Internet was notinreadiness for e-commerce. Main problems concerning Internet
use were low access speeds, insufficient relevant information, the lack of search
engine systems, unattractive design, and the lack of systems for ordering and
payment (Electronic Commerce Resource Center, 1999).

Recommendations for promotion and support e-commerce are to provide
training and seminars, to increase staff competence, to secure support from the
government in terms of policy and funds, to enhance security of the system, to
develop portal sites, and to establish e-commerce branch offices in other regions
to diffuse e-commerce knowledge (Electronic Commerce Resource Center,
1999).

Table 3: Expected Benefits of E-Commerce

Expected benefits Agriculture | Tourism Handicraft
Market & customer expansion 90.74 69.23 85.33
Public relations and advertising 69.44 53.85 68.67
Reduced operational costs 63.43 47.25 55.33
Increased sales and revenues. 62.50 49.45 55.33
Increased competitiveness 60.65 50.55 47.33
Convenience and reduced work 57.87 52.75 56

Image promotion 55.56 48.35 46

Source: Electronic Commerce Resource Center, 1999; 2000, Koanantakul, 1999.
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Table 4: Major Obstacles

Major obstacles Agriculture Tourism Handicrafts
Lack of awareness 79.17 58.24 84
Unsecured product ordering process 68.06 49.45 47.33
Unsecured payment system 55.09 50.55 42

Lack of law 52.31 50.55 37.33
Poor telecommunication infrastructure | 49.54 31.87 45.33

No certification authority 49.07 24.18 29.33
Internal impromptu 35.19 29.67 3533
Language problems 26.39 31.87 44.67

Source: Electronic Commerce Resource Center, 1999; 2000, Koanantakul, 1999.

A CASESTUDY OF E-TOURISMIN THAILAND

This case study of e-tourism in Thailand is partly derived from the research
conducted by the Thailand Development Research Institute (TDRI) in order to
develop an e-commerce master plan for the tourism industry for the Tourist
Authority of Thailand (TAT). The study aims at providing general information on
e-tourism, business models of e-commerce for Thai SMEs, and impacts of e-
commerce on SMEs (Kao-Saad, Intrapairot, Tangkitvanitcha, Plangpraphan, &
Kaewmesri, 2001).

General Information for SMEs E-Tourism

Thailand’s technological structure is at the beginning stage. In 2000, there
were approximately 1 million Internetusers (Tangkitvanitcha,2000). A survey of
tourists found that 24 percent of respondents used the Internet as a source of
information for tourism. The Internet was third inrank, behind word-of-mouth and
guidebooks. The mostpopular websites were www.sanook.com, www.hunsa.com,
and www.thailand.com, while the official web site of the Tourism Authority of
Thailand (http://www.tat.or.th) ranked eighth among the tourism web sites. Ap-
proximately 80 percent of Internetrespondents used the Internet to search for data,
while 8.15 percentused it for online booking. Less than three percentused it for
online payment (e.g.,accommodations, air tickets, and package tours).
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Approximately 90 percent of 512 foreign tourists used the Internet, and 22
percent of these Internet users used it to search for information before visiting
Thailand. The Internetranked third behind guidebooks and word-of-mouthas a
source of information. The most popular web sites were www.lonelyplanet.com
(53 percent), www.travelocity.com (11 percent), and www.expedia.com (9
percent).

E-tourismentrepreneurs in Thailand can be divided into two groups. The first
group are those who run their traditional tourism businesses and developed web
sites for publicrelations, providing information provision, and establishing addi-
tional storefronts. The second group are pure online tourism companies using the
Internetto connect with their customers.

A study of Thai entrepreneurs indicated that most of them are not ready to
develop a complete e-commerce. Most web sites are for presence only. Few
online reservation forms are provided because most SMEs still prefer making
reservations viae-mail and facsimile to real-time e-commerce. A survey of206
tourism businesses revealed that many small and medium sized tourism enterprises
didnothave websites (67.6 percentand 52.9 percent, respectively). The websites
were used for publicrelations (35.4 percent), reservation services (23.3 percent),
and online payment (4.9 percent). Problems and obstacles for tourism e-commerce
were for the most part similar to those identified by previous research: lack of
knowledge and technique forimproving web sites, high costs, insufficient compe-
tence of IT people, lack of confidence in online payment, fear of imitation (e.g.,
routes, products, and services), legal problems, and difficulties with language and
communication (Kao-Saad, Intrapairot, Tangkitvanitcha, etal.,2001).

An analysis of 150 Thai tourism web sites revealed that half of them were
incomplete, inactive, or contained few data. The web sites only facilitated contact
viatelephone, facsimile and e-mail. Mostinteractive web sites were those of travel
companies (80 percent), the rest being those of accommodation and car rental
concerns. The main purpose for web site development was for publicrelations (71
percent) (Kao-Saad, Intrapairot, Tangkitvanitcha, etal.,2001).

Business Models of Electronic Commerce in Thailand

SMEs adopte-commerce based on theirrequired business models suchas e-
shop, e-mall, e-auction, and third-party marketplace. Ane-shopisestablishedto
promote acompany’s profile, goods and services, then provide products directly
to customers. Ane-mallis virtual collection of shops providing various kinds of
products and services. Ane-marketplace isacommonmarketing front-end and
transaction support to anumber of businesses. Information brokers add value in
searching, providing and packaging information and consultancy. In such virtual
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communities, valueisadded through communications and exchange of information
between members or partners (Pereira & Fife, 2000).

The information derived from the study of Thai SME e-tourism can be
classified into the following business models tours (Kao-Saad, Intrapairot,
Tangkitvanitcha, etal.,2001).

Direct Marketing. SMEs tend to develop their web sites in order to present
and offer their products or services viaelectronic shops, apart fromtheir traditional
storefronts or distribution channels. Large enterprises not only sell their own
products and services butalso collect products from other suppliers or providers
and resell to consumers under their trademarks (e.g., www.phuket.com). This
business model gains income from sales and advertising.

Indirect Marketing. SMEs who are unsure about their products and
goodwill orlack marketing or technological knowledge develop their web sites by
using the service of virtual malls or portal sites. E-malls and portal sites act as
intermediaries between theirmembers and customers. Forexample, many budget
hotels in Thailand have their web pages hosted by www.thaihotel.com.

E-Distributor. Some businesses develop portal sites or e-malls asa centre
for transactions between their members and customers. Customers are able to
order viathe web sites. The sites provide information, certify products, and are
responsible forpaymentand delivery. Therefore, the web site hosts have expertise
in their business lines. The expected income comes from brokerage fees, and
advertising,

E-Broker. These businesses develop web sites as portal sites or e-malls the
same as e-distributors do. However, they are not responsible for transactions
between members and customers, certifying products, or payment. The web sites
are only virtual intermediaries to introduce members to customers. In general,
members areresponsible for transactions themselves. E-brokersreceive commis-
sion fees from transactions and advertising. The major web sites in Thailand prefer
to be e-brokers to e-distributors (e.g., www.Thai.com, www.Siamguru.com, and
www.Thailand.com).

E-Marketplace, or Virtual Corporation, or Networking Between Busi-
ness Partners. An e-marketplace is collaboration among many companies or
partnershipsin which costs, resources, and expertise are shared in order to achieve
success in selling products and services. The companies may be in the same or
differentindustries. For example, tour operators may be in alliance with travel
agencies or suppliers and at the same time cooperate with banks and credit
companies for payment facilitation, with insurance companies for security, and with
transportation companies for delivery. The e-marketplace is an ideal business
model of SMEs for eachindustry in the future (e.g., www.tourismthailand.org for
the tourism industry, and www.thaiecommerce.net for export).
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Content Creation. The main purposes of this business model are public
relations, advertising, and providing correct and up-to-date information. Thai
content creators may notaimatselling their content because of low quality content
for sales and easy imitation. For example, the official web site of TAT (i.e.,
www.tat.or.th) and www.sabuy.com provides useful content for tourists. Many
SMEs develop their web sites based on this business model.

Most SMEs develop their web sites by becoming a partner or amember of
areputable portal ore-mall. A portalisawebsiteorservice providinganinitial point
ofentrytothe web. Itoffers services and resources such as e-mail, search engines,
and discussion forums so that members are able to provide visitors with updated
information and services (Laudon & Laudon, 2000).

Portals and e-malls in Thailand are quite similar. Portals acquire members by
providinginformationand facilitation forcommunication. E-malls providemembers
with trading facilitation. In the long run, portals and e-malls have to facilitate
everything to enhance traffic and business opportunities. Popular general portals are
www.sanook.com and www.hunsa.com whereas www.Sabuy.com is a well-
known tourism portal site. The recognized e-malls for general products are
www.Thai.com, www.thailand.com, and www.shoppingthai.com whereas
www.phuket.com serves visitors mainly with tourism products or services.

The success of e-commerce requires the study of business modelsto analyze
directions for profit creation, trust enhancement, risk mitigation, and effective
distribution of products and services. However, business models are always
evolved based on many factors such as community expansion, technological
progress, increased content, experience, and opportunities (Turban, Lee, King, &
Chung, 2000). Therefore, there is no fixed criterion for the best e-commerce
business model. The mostsuitable one should fit organizational competencies in
terms of human resources, level oftechnology, financial support, and business
tasks.

Impacts of E-Commerce on SMEs

Itis estimated that the value of e-commerce for the tourism industry willbe no
lessthan US$10.8 billion US dollarin2002. Thisamount will come from three main
sectors: online airline tickets, accommodations, and package tours (IDC, 1999).
According to WTO Business Council (1999), the Internet is widely used in four
countries: USA, Germany, Japan and the United Kingdom (representing about 79
percentof 129 million worldwide Internet users). Since these countries are the
major tourism markets of Thailand, there are good prospects for e-commerce inthe
tourismindustry.
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There are, however, external factors that will have anegative impact on the
Thai tourism industry unless it adapts itself to the new changing environment.
Amongthese factors are changing consumer behavior and taste of foreign tourists,
advances ininformation and communication technology, and the intrusion of large
major online tourism companies.

Young, well educated, and informed tourists seem to have new types of
behaviorand tastes. They use the Internet more intensely than other groups. Data
and information, then, will become important factors for the tourism industry
because customers will make decisions based on information. Since information
becomes transparent, the low cost strategy, which is the major problem of Thai
tourism, does not work well, compared with the strategy of product differentiation.

The advance of information and communication technology (ICT) will result
inamarketexpansion leading to a change in the structure of tourism industry that
will seethe emergence of online tourism, bankruptcy of traditional travel agencies,
andbusinessalliances sharing informationandresources. Technological change will
provide good opportunities for tourism entrepreneurs to access numerous world-
wide customers, directly accumulate products and services from various sources,
customize their products to meet customers’ requirements, and supply their
customers withinashorttime. Yet, these innovations will expand the gap between
large enterprises and SMEs.

Large online companies from overseas are expanding worldwide, and this will
havedirectimpact on the Thai tourismindustry, especially SMEs. Althoughlarge
online enterprises such as Expedia (www.expedia.com) or Travelocity
(www.travelocity.com) have as yet to expand to Thailand, medium-sized online
companies such as Chan Brothers (www.bookntravel.com) and Asiatravel
(www.asiatravel.com) have already setup affiliated companies in Thailand.

The evolution of the tourism industry affected by e-commerce will have
impacts on tourism businesses. The World Travel Organization (WTO) indicates
thatmany conventional tourism companies will change in the future (WTO, 2000).
Forexample, travel agencies and tour operators, who actas traditional intermedi-
aries, may be impacted if suppliers (e.g., hotels or transportation) employ e-
commerce for directsales (i.e., disintermediation), or switch to use the service of
major online tourism companies such as Travelocity (i.e., reintermediation). This
may lead to decreasing market shares, fees, and revenues. Without preventive
strategies, SMEs may lose their business in the end, a situation similar to the Thai
retail industry, where domestic SMEs are losing their market share to large multi-
national companies (e.g., Carrefour, Lotusand 7-11).

Therefore, SMEs have to adapt themselves to the e-tourism environment.
First, they have to focus their business to serve niche markets such as trekking tours,
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eco-tourism, or cultural tourism instead of competing directly with large enterprises
for general markets (e.g., air tickets, accommodations, and car rental). Second,
SMEs may have tojoin with large enterprises as subsidiaries to help them handle
domestic business orniche products. Third, they must emphasize e-commerce
development, customer relationship management, mass customization, product
differentiation, and community involvement.

SMEsneedtodevelopstrategic plans specially foradoptinge-commerce. The
planshouldaddressissues like: customer patterns and customer behavior ononline
shopping, choices oftechnology, policies and regulation, returns on investment,
competitionand globalization.

Inaddition, SMEs have to beware many issues for e-commerce development.
Allonline products should be available in the physical store to prevent delivery
delays that may irritate customers. Customers mustbe cared with good services
because they demand for careful, interactive, and useful communicationall the time.
Thisrequires Thai SMEsto train themselves in good Internet etiquette and in English
forcommunication. Creative promotion, ease ofuse, and simple functions are also
highly demanded (Lohse & Spiller, 1998).

Since the revolution is ubiquitous, the government should set policies for e-
commerce developmentand create an environment for the private sector to flourish
and survive in the competitive new economic climate. The policies include
development and amendment of laws in such areas as electronic transactions,
authentication, certification, security, fraud, and consumerrights, effective facilita-
tion in the areas of telecommunication, finance, and interaction of commercial
entities, and cultivation of confidence in e-commerce use (Walters, Clayton &
Greenwood, 2001).

Furthermore, the government should provide opportunities for SMEs to setup
their web sites without costand to develop portals for Thai industries. The portals
will be used for group discussion, directories, public relations, information provi-
sion, and ultimately transaction (Tangkitvanitcha, 2000). For example, Tourism
Authority of Thailand (TAT) mustdevelop aportal site to provide information for
tourists and to support SMEs in the tourism industry.

The threat from e-commerce has forced TAT to seta strategic plan to cope
with e-commerce in the future, and prevent Thai SMEs from losing their markets
to the world class e-commerce web sites. TAT has to be an intermediate for the
Thai SMEs because they cannot afford for the set up cost of e-commerce and lack
knowledge for e-commerce implementation.

Inline with the vision of the “World-Class E-tourism” inthe year2112, TAT
will issue a development plan for e-tourism to support SMEs. The plan will be
implementedbased on the following three main phases: acomplete content provider
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web site within one year, a complete e-mall within three years, and an e-
marketplace) within five years.

CONCLUSION

This chapter discusses the e-commerce of SMEs in Thailand. SMEs are vital
to the Thai economy, not only because of their numbers but also because of their
ability to perfectly blend technology and local wisdom ina way befitting the nature
and resources ofthe country.

Therapid change of information and communication technology is forcing
SMEs entrepreneurs to make crucial decisions with regard to adoption of e-
commerce despite uncertainty of its actual benefits. SMEs are sometimes placed
inadilemma. Ifthey donotprovide e-commerce, they may lose market share to
rival online enterprises. However, the provision of e-commerce does notassure
complete success. A better understanding ofthe advantages and disadvantages
would aid entrepreneurs who are going to start up web sites to make proper
decisions.

At present in Thailand, the level of acceptance of using e-commerce for
business transactions is low because there are few developed web sites. However,
SME entrepreneurs realize the importance of e-commerce as acompetitive tool
and areinthe process of developing websites. Therefore, thereisreasontobelieve
thate-commerce may increase in the end.

Thai SMEs develop web sites for four main activities: advertising, ordering,
payment, and delivery. The main initial objective of Web presence is public
relations. Beyond this, most SMEs hesitate to develop their web sites because they
cannot cope with the many obstacles. These include lack of awareness and of law
support, unsecured product ordering processes, payment systems and security
systems, poor communication infrastructure, lack ofa certification authority, and
poor language competence.

The case study of e-tourism in Thailand reflects the e-commerce of SMEs in
Thailand clearly. From onthe demand side, foreign tourists use e-commerce as a
common tool for searching information before visiting Thailand. However, based
onthe supply side, Thai SMEs are not ready to develop acomplete e-commerce.
Mostweb sites are used only for web presence with few online reservation forms.

The evolution of e-tourism will exert anegative impact on the Thai SMEs.
Suppliers will tend to employ e-commerce for direct sales orreplace their traditional
intermediation with major online tourism companies. Thus, SMEs may lose their
business to their competitors in the long run.
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Therefore, SMEs have to adaptthemselves to suit the e-tourism environment
by serving niche markets, becoming subsidiaries of large enterprises to handle
domestic business or niche products, and focusing on customer relationship
management, mass customization, product differentiation, and community involve-
ment.

In addition, support from the government will accelerate the e-commerce
development. The government should provide space for SMEs to setup their web
sites atlow cost, develop portals for Thai industries, provide sufficient facilities,
training, and information, and resolve the macro problems such as law, tax, and
security.
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ABSTRACT

Online payments in electronic commerce (e-commerce) are usually carried
out with credit cards because they are the most convenient to use. Websites
that do not accept credit cards risk losing their customers. Yet potential
customers do not include only credit card holders. There are a lot of potential
customers who do not have credit cards, some for cultural reasons, others
because of trust implications and others because of cost. Even among those
who have credit cards, some do not buy online just because they do not feel
that the system is secure enough to give away their credit card information
over web pages. More importantly perhaps, credit card payments are not
suitable for small-value purchases due to their high-incurred overheads to
merchants.
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This research project presents an alternative concept and the resultant
advantages of an online payment system known as “Micropayments.” A
model named “NEZcard,” which resulted from requirements gathering
survey, is proposed. The NEZcard model takes into account the factors of
convenience, anonymity, security, and continuity of use.

INTRODUCTION

Electronic payments (or e-payment) have become a vital part of e-commerce
and the emerging realm of e-business. However, in Thailand very few Websites
acceptpayments online. The only online payment method available for Thai e-
commerce merchantsis creditcards. The probleminthisis thatnoteveryone owns
acreditcard in Thailand and there is also a serious antipathy towards using credits
cards online because of mistrust and potential fraud.

The obstacles for e-commerce payments in Thailand are based on the
followingassumptions:

*  Merchants find itdifficult to enlarge their customer base. People who own
creditcards usually abandon their purchases when they find that the vendor
does not accept credit cards.

*  Peoplewhodonotown creditcards find ittoo troublesome to buy online but
rather pay offline, e.g.,ata 7-11 store where the goods have been sent for
collection and payment, or they just go to the nearest shopping centers and
physically buy the goods.

These two extremes leave the e-commerce environmentin Thailand with large
gap between expectations and deliverables thatneed to be filled by some payment
methods. These methods should be as convenient as using credit cards, as
anonymous as using cash, and secure.

Micropayments have been discussed by many researchers. Rivestand Shamir
(1996) invented Payword and Micromint. Both schemes relied on hash calcula-
tion to produce unique chains of “tokens” or “coins.” Chi (1997) worked on
evaluationand comparison of many schemes including Millicent, Payword and
Micromint. Each of these schemes incorporated mechanisms to deal with
anonymity, and security. In otherresearch, Schmidtand Muller (1999) proposed
the framework for evaluation of micropayment schemes, including taking into
accountthe impact within economic, technological and social areas and was used
to develop the data which supports the proposed model.
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Thisresearch projecthas the following objectives:
*  Todiscoverthereasons which prevent Thai people from buying online.
*  Todiscoverifthereisademand for micropayments in Thailand.
*  Todiscoverthe characteristics of micropayment suitable to Thaipeople.

Thisresearch then will benefit three parties:

1. E-merchants, who can expand their customer base to include those who do
not have credit cards or feel reluctant to use credit card to purchase
electronically. Mitchel (1999) suggested that content providers alsorely less
onsponsors as micropayments allow easy payments for small valued items.
Accepting micropayments also incurs less overheads than accepting credit
cards;

2. E-shoppers, who do not have credit cards, can make purchases with
micropayments. Those who have credit cards butdonotlike toreveal credit
card information on the web may also find micropayments amore trustworthy
substitute; and

3. Paymentprocessors or micropayment service providers such as banks, who
can participate more in e-commerce. Methods of payment are not as
importantas the volume of payments that pass through their systems because
they earn transactions fees.

LITERATURE REVIEW

A survey by the authority responsible for policy development and ICT
implementation in Thailand, NECTEC (2000), reveals wide popularity for e-
commerce among Thai Internet users. Internet Purchasing or e-shopping in
Thailand has increased from around 18% in 1999 to around 19% in 2000 (an
increase of nearly 700,000 users in one year). A successful B2C (Business-to-
Consumer) e-commerce transaction means a customer actually pays online.

Credit Cards and Online Payments

In the USA, most e-commerce payments are made with credit cards.
Micropayments have more chance to grow in Asiabecause credit card usagerate
in Asiaisstillmuchbelow thatinthe USA (McLaughlin, 2000). Forane-commerce
Website, deciding on which payment options to provide to potential customers is
very important. Moste-commerce Websites across the world accept credit card
payments. Ifthe merchant’s web business is not well known, the only way to be
appealing to customers’ need for security is to accept credit cards. Merchants can
either directly accept credit cards online or outsource the function to a third party.
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Costs to merchants will be reflected in the prices that they charge. Although
accepting credit card payments isreally aconvenient service to customers, itis an
expensive solution for vendors. The company needs amerchantaccountin order
tobe ableto accept online credit card payments. Most merchants are charged by
banks and credit card-issuing firms on a transactional basis. Low-priced items
usually fetch so small amargin that they cannot afford the transactional overheads.
Any financial institution, like banks that offer credit card services, will collect
payments on each transaction and credit the vendors’ accounts, atcosts of between
2.5%and 5% plus a flat fee of US$0.30—0.50 per transaction (Apicella, 2000).

Is Paying With Credit Cards the Best Method?

E-commerce payments are mostly accomplished with creditcards. There are,
however, a few cases for which credit cards do not seem practical. Online
payments with credit cards can berisky. Some customers may find that, when the
creditcard statement comes, many entries have been made without their consent
oreventheirknowledgeatall. Creditcard fraud can be a threat to both e-merchants
and e-shoppers alike. More than ten million US citizens do not have credit cards
(Western Union, 2000) and this was one of their main reasons fornotdoing online
purchases.

Users want more options for online payments (Koprowski, 1998). Mer-
chants, we would argue, should offer anumber of payment options for customers
because convenience is one of the key success factors for online trading. The other
key factor, especially in the Thai context, is that any payment systems must be
designed in such a way as to minimize fraud.

THESITUATIONIN THAILAND

Inthe context of e-commerce for Thailand, some interesting points to note
include:

*  Therearesignificantnumbers of people in Thailand who do not own credit
cards (NECTEC,2000). These people have to pay offline (atbanks or post
offices, forexample)

*  Somecreditcard owners feel reluctantto disclose their credit card information
(i.e., credit card number, expiry date, and cardholder’s name) on any web
page/site, eventhough that page/site is secure through one means or another
(NECTEC, 2000).

*  Somee-commercesites, claiming to provide the convenience ofaone-click
purchase, store the creditinformation themselves and are exposed torisk of
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hacking. Thereisalsoapossibility thatthese vendors may sell thatinformation
to other organizations.

*  Goodssuchasonline magazines, newspapers, articles, reports, or software,
offered as downloadable files or browsing permission for small fees onmany
e-commerce sites, donotjustify the burden of paying for them with credit
cards.

*  Local Thaicreditcards are usually notacceptable to international Websites.

So What is the Solution?

There is ademand for alternative methods to credit cards for e-commerce
payments and micropayments, we would argue, can be one ofthem. This demand
is supported by the results of a survey of over 200 e-commerce participants in
Thailand. The survey soughtto collectdataabout the habits and practices of people
engaged in Thai e-commerce and to understand what they perceived as barriers to
the use of web businesses for purchasing. The emphasis in the survey was on Thai
consumer, rather than business, activity. The data was summarized and the key
propositions or generalizations that emerged from that data are summarized below.
1. Thereisastrongawareness of fraud and other security issues concerning e-

payments by creditcards. Thereis adecided fear that information may be
intercepted or altered during transmission; that the information may be stored
onvendors’ servers and they may fall victims to hackers who may later sell the
information or use the information to make illegal purchases; and that
dishonestvendors may sell the information. Under theregulations ofthe Thai
banking system, each ofthese threats exposes credit card holders to the risk
attheirremaining creditline. Credit card holders are notinformed ofthese
losses until theirmonthly statements arrive.

2. Becauseofthe above, some credit card holders donotlike to enter their credit
card information on web pages or through Internet connections. A lessrisky
method would make them comfortable in making Internet purchases.

3. Payingbycreditcardsreveals the payers’ identity to providers and vendors.
Someusers do not want other parties to know which items they have bought
orwhich Websites they have visited. Thetrailsusually showup onthemonthly
statements. There is a need for payment models where users appear
anonymous, at least to vendors and perhaps also to providers.

4.  Creditcard payments donotinclude any measure to limit spending at each
vendor. Spending limit settings need to be built into payment systems to
preventunscrupulous vendors fromreplaying atransaction to getpaid twice.
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5. Creditcard paymentsdonotincludesetting of daily limits. The only limitisthe
cardholders’ remaining creditline. Daily budgetsettingto preventinadvertent
overspending should be built into payment solutions.

MICROPAYMENTS

Micropayments according to Schubertand Zimmermann (1998) are anony-
mous payments of amounts smaller than approximately US$10. Lawrence etal.
(1998) suggest that micropayments are fractions ofa cent or a very small amount
thatmay be charged for on-line usage or connectiontime. The RSA Reportofmore
formal and define it I this way, “Micropayments are payments of small sums of
money, generally smaller than those in which physical currency is available. Itis
envisioned that sums of as little as US$0.00001 may someday be used to pay for
content access or for small quantities of network resources” (RSA, 2000).
Micropayments are designed:

*  Tominimize transaction overheads including costs for risk management,
communications, processing, and setup (Mitchel, 1999).

* To be used in place of credit cards for certain sorts of e-commerce
transactions. The prices of such items as pay-per-view content or pay-per-
use software rental are too low to justify payments by credit cards.

*  Toprovideusers with more options for online payments (NECTEC, 2000).
Web surfers have different backgrounds and attitudes to the use of credit
cards. Websites/e-businesses that provides more options have a higher
chance of gaining a wider customer base.

*  Toenableconvenient online payments for people withno credit cards.

*  Toprovideanalternative for people who are not willing to fill in credit card
numbers on web pages.

*  Tofreecontentproviders fromrelying on sponsors or advertisements so the
quality of contents directly reflects the demand of customers. Thereisnoneed
to put on annoying banners or pop-ups if contents can be sold. Content
providershaveadutyto fulfill their clients’ needs by providing high quality (not
‘junk’) contents. Consumers will no longer be passive. They will choose the
content, based on their interests, and they will pay for aproduct orservice
instead of viewing the Website for free, but with the annoyance of interruption
fromadvertisements. They may pay foradownload of one CD track, or they
may choose to subscribe on a monthly basis for unlimited playback or
downloads.

Copyright © 2003, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of Idea Group Inc. is prohibited.



226 Ekasdornkorn, Corbitt, & Phalavonk

A Brief History of Micropayments
Micropayments were introduced in the early 1990’s (Solomon, 2000) but

werenever widely adopted. People didnotneed separate billing systems while they
were already familiar and comfortable with credit card systems. Subsequently, a
greatnumber of micropayment providers went out of business. No one denied that
micropayments were necessary and could attract non-credit-card-holding custom-
ers but vendors were not prepared for the difficulties and burdens of dealing with
asecond system, whichusually involves installing a proprietary software package
fromthe provider.

Micropayments were predicted to be anew revenue stream for Websites that
would notrely onadvertisers’ support. Prediction was made that micropayments
shouldhavebeen prevailing in the payment marketplace by 2000 but that prediction
has notbeenrealized (Shirky, 2000). There have been anumber of attempts to
implement micropayments, and they have notbeen popular. Examples of failed
systems included FirstVirtual, Cybercoin, Digicash, Internet Dollar, Pay2See,
MicroMintand Cybercent. They haveall failed to persuade Internet shoppers to
usenew so-called “e-cash” for online payments. The word “micropayment” was
practically unknown. The barrier to micropayments, besides the problems of
technology and interfaces, was and still isuser approval.

One ofthe reasons micropayments are not widely used is that most systems
require that consumers download the plug-in for their browsers. Ifmicropayment
systems were all following the same standards (like credit cards dowith SET, SSL
etc.),consumers would have been more willing to have those systems. Butnow the
micropayment systems on one Website can be different than those of other
Websites which a consumer would want to access. In this case, it means the
consumer needs several plug-ins or client software packages. These added
problems discourage the growth of micropayments.

To be successful in the competitive marketplace of payments systems,
micropaymentschemes should provide users with the following:

+  Simple, predictable and measurable solutions (Shirky, 2000).

*  Themicropaymentlinks onaweb page mustbe simple. Micropaymentusers
just fill in the account IDs and passwords. As the owner alone knows the
password, itis more secure than credit card numbers.

*  Micropayments must minimize network traffic with regards to computational
resources and transmitted data.

*  Micropayments should rely on existing transportation/security mechanisms
already implemented on standard Internet protocols.

*  Amicropaymentschemeshouldbe consistent throughoutthe whole scheme.
Itis very desirable thatall micropayment providers agree on a standardized
setofprocedures.
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Using these criteria we propose that a system can be scoped and developed
tomeet these requirements.

NEZCARD MICROPAYMENT SYSTEM

NEZcard is the name of the model proposed after a survey conducted in
Bangkok, Thailand during November and December 2001. The survey results
have been integrated into the model. The model has been designed to meet the
requirements identified in the survey and to meet the known critical success factors
forpayments systemsand tomeetidentified criteriaaboutearlier failed micropayment
systems.

NEZcard is a micropayment model that integrates features from several
existing schemes plus the characteristics obtained from the survey results discussed
earlier. Thismodel involves three parties as other models do: customers, vendors,
and brokers. Many names can be givento each party. A customermay be called
a user, a buyer, or a payer. A vendor can be referred to as a merchant, an e-
merchant, aseller orapayee. A broker may be called a processor oraprovider.
The NEZcard model includes the following concepts and logics:

*  Simple to use: NEZcard model uses a prepaid account model but no
hardware is involved on the user’s part. A simple paper card contains the
information foruse when entering PIN and password. The card is, in fact, not
a vital part of the system but can provide a convenient way to carry the
informationabout.

*  Universal: Althoughthe modelresults fromasurvey in Thailand, the model
canbeused anywhere. Tobeuniversal, aneutralmeasuringunitcalled “NEZ
Point”isintroduced. “NEZ Point” makes it easy for both vendors and buyers
to compare products fromall parts of the world. Forinternational use, the unit
for pricing can be mapped to U.S. dollars.

*  Secure: Themodel does notallow duplicate transactions and only honors
complete transactions. The model would be implemented onasecure server
with SSL infrastructure. Each transaction must be complete before any
balanceis deducted from the account.

*  Anonymous: Sincenoregistrationisrequired on the payer’s part, the model
iscash-like. Althoughanonymous, the payerisprotected. Each transaction
isloggedandany disputes canbe verified against the log. Normally, therightful
card owner is the account holder, so the weakest point of this system lies in
the fact that the information on the card is exposed to others.

*  Mobile: Because the model does not require any special hardware or
software, users can simply buy with a NEZcard from any Internet-capable
public computer, fixed ormobile.
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This model features the use of NetEZ Micropayment Card (NEZcard). This
isastored-value card butnota smart card. It can also be regarded as an e-wallet.
The paper card just makes it convenient to carry the necessary information about
toaccess the e-wallet.

NEZcard’s Simple Mechanism

The functionality of NEZ cardisillustrated in Figure 1 below. Each NEZcard
account has been pre-created on B’s server. NEZcard comes, fictitiously in this
paper,in THB200, THB500 and THB1000 variations. C purchasesaNEZcard
package from one of the authorized outlets. (Hint: the same places where Internet
kitsaresold.) ANEZcardkitis an envelope containing justa card and abooklet.
Cshould ensure thatthe envelope is properly sealed prior to purchase. The front
ofthe cardis B’slogo (which is meaningless in this context, but may becomea good
advertising space), 16-digit PIN (9999-9999-9999999-9” format) and the face
value.

The back contains B’s URL and the initial password. The booklet contains
all the information C needs to know when refilling the card, making payments,
claimingrefunds, etc. Thereisalso asection thatlists all the sites thatare part of B’s
network of vendors. The section may not be up-to-date due to fast changes in the
Internet world but the listkeeps growing. The mostcurrentlistcanbe foundin B’s
Website with direct links to specific vendors.

Figure 1: Message Communication During NEZcard Transaction

Customer (C) Vendor (V)

4:{trp,v,c,n}
or
{t,rn,v,c,n}

Broker (B)

i

Validator Engine, Transaction Engine,
Session Manager, Log Manager

|/ k_) |— retrieve
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Chastoactivate the account before spending money out ofit. Activationis
easy. C just goes to B’s Website (by the URL shown on the card) and selects
“Activate New Account.” Then he or she just fills in the PIN and initial password.
Forstrengthened security, C mustalso fill inanew password and confirmit.

B’s Website also has anup-to-the-minute directory of vendors which support
NEZcard. C can browse all ofthem and may find something of interest. When C
spots aninteresting item (the categories or nature of goods will be discussed later),
Cwouldclick onthe “Pay withNEZcard” link. Paying with NEZcardis easy. Cjust
fillsinhis orher 16-digit PIN and his or her password (not the initial password, but
the one he or she has changed to.)

The NEZcard model has the following characteristics:

*  Theoptimalrange for NEZcard micropayment systemis from THB 100 to
5,000. However, the model is flexible to support any amount.

*  Prepaid card model. Users buy prepaid cards of various face values from
NEZcard authorized outlets. They thenregister the cards on NEZcard system
Website to activate their accounts. (Alternatively, NEZcard may sell these
virtual cards online.)

*  NEZcardpoints can be spentonanything from NEZcard member merchants.
Merchants has their catalog posted on the NEZcard system.

*  Typical products include downloadable news articles, CD tracks, MP3
songs, stock quotes, in-depth decision guide for other products, etc.

*  NEZcardaccountholdersselectanitem. The pointsare deducted and the item
canthen be downloaded.

*  Userscanbuynew NEZcard account cards when old ones are finished.

*  Users can also buy NEZcard refill cards if they decide to continue using
existingaccounts. Refillingis also performed on NEZcard system Website.

»  Usershavetheoptionstosetlimitondaily spending orto setlimittotal points
spenton each vendor.

Itistechnologically possibleto have automatic payments for the click ofanews
title (full “click and pay” functionality instead of amore obvious “Pay with XXX’
button or link.) Micropayment providers should be careful about their partners.
Some less-than-honest ones may cheat users by refreshing the page frequently.

Sellingarticles piece by piece isnotdifficult. Each NEZcard-ready sitehas to
reachacommon agreement with its customers (especially those holding NEZcard
accounts). A customer who agrees to the automaticmode will have to login for that
session. Tologin, the customer will be presented with NEZcard login page that
binds with the merchant. Then a click on each “for-sale” link will create a
micropaymenttransaction.
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Thereare problems sellingarticle by article. This could affectacademic people
like students, teachers, and professors because they need only useful articles and
would probably notknow theirreal usefulness until reading through them. Ifthey had
topay foreacharticle (whichis the possibility introduced by micropayments), they
endup doing alot morereading, justin the process of deciding whether ornotan
article is worth the fee. The time involved is a costover and above the actual cash
paymentbeing made. Itisacostpaid foreach and every article, whether or notthey
decide to buy. The better concept is the zoo-ticketmodel. You pay atthe gate and
explore your way in the zoo until closing time. The same works for content site,
users pay for “one-day” tickets (or passes) and browse or download articles as
needed. Of course, big articles or important reports may be in the site. They can
betreated like normal items so they are priced explicitly and have theirown “buy”
buttons.

NEZcard Message Communication Model

Making a micropayment is simply created by sending a series of secure
messages (requests and responses.) The messages in this context are at the same
level as CGl calls. Secure HTTP can be employed to strengthen the already in-
place security model. Therefore, NEZcard is lightweight and consumes no more
traffic than any other web-based applications.

The firstmessage, generated when the customer C clicks on the “Buy”’ button,
goes from the vendor to the micropayment provider:

V- {vucn}— (4-1)

where
v=vendor’sID,
u=ReturnURL,

¢ = Order Code, and
n=O0rder Amount.

uisastring containing two actual URLSs, separated by a semi-colon (;). The
firstoneisused whenapositiveresultis obtained, the second for anegativeresult.

Whenthe server of B receives amessage, it stores all the parameters passed
from V, generates a unique transaction ID, and responds by sending the user
authorization page to C’s browser screen:

Copyright © 2003, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of Idea Group Inc. is prohibited.



Micropayments for E-Commerce Transactions 231
B> {t}—>C (42
where t=transaction ID.

Thenextmessageis generated when C clicks “Authorize NEZcard Payment”
after filling in the PIN and password:

C— {tpk}—>B (4-3)

where
p=PIN and
k =password (secret key).

Therequesttriggers automatic validation and balance checking procedures of
C’saccounton B’s server.

Theresponse (B— V) canbe either positive ornegative.
B — {trp/n,v,en} >V (4-4)

where
rp=positiveresultcode; and
rn=negativeresultcode.

V’sscriptdetermines which page to presentto C. If rp isreturned (positive),
the page should be the “Thank you” page, which includes the message thanking C
and the shipping confirmation. Ifthe item just paid for isadownloadable piece of
information, then this page should give C enough instructions so that C knows how
todownload immediately, download sometime later (withinalimited time frame),
ortoreceive the file viae-mail. C may simply shop fornew items at will.

Ifrnisreturned, the script would inform the redirect to a page that should also
thank C and invite C to continue shopping after informing C of the unsuccessful

payments.

Scalability of NEZcard Micropayments

The NEZcard modelisscalable. Ifthe number of transactions increases so that
the existing NEZcard servers are too busy to support concurrencies, NEZcard can
be scaled up to have their servers located in different parts of the world to handle
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area-specific NEZcard. This canbe effectively handled because the first four-digit
field of the PIN has already been designed to accommodate ten thousand servers.
In fact, atthe same server root, the physical servers can be clustered (into server
farms). Each server in the farm may handle anumber of series, and so on.

Extended Features of NEZcard

1. Peer-to-Peer payments. NEZcard can be used for peer-to-peer (or P2P for
short) payments. P2P payments are transactions between two NEZcard
account holders. The algorithm has not been demonstrated here but the
conceptisrelatively simple. P2P canbeusedto settle small debts. Individuals
offering online services also benefit from this feature because they do not
involveany vendorregistration process. However, therisk totally fallsonthe
payer, because the NEZcard network cannot trace the identity of either side.
Making a P2P paymentis easy. The NEZcard account holder just browses
to the NEZcard Website, enters the PIN, the password, and the payee’s
NEZcard PIN.

2. Paymentthrough e-mail. Another variation istouse e-mail as the medium.
This variation offers higher security for buyers. ANEZcard accountholder
pays to the vendor’s e-mail address. In this case, the vendor needs tobe a
NEZcard account holder butrequest to publish his/her identity with his/her
valid e-mail address for accepting NEZcard payment. Below isascenarioto
clarify the concept.

3. Mr. AholdsaNEZcard account. He wants to make payment to hire Miss B,
aprofessional web designer, who states that she accepts NEZcard payment
viae-mail. Mr. A points his browser to the NEZcard Website and chooses
payment through e-mail link. He enters the PIN, the password, thereceiver’s
e-mail address, the reference or order number and his own e-mail address.
Thetransactionislogged (and canbe viewed atany time). An e-mail message
issentto Miss B containing the order reference and the system-generated key
toretrieve the money. Ane-mailmessageisalso sentto Mr. A, stating the
details of the payment, which he keeps as areference.

DISCUSSION

NEZcard micropayment model is applicable to Thai e-commerce sites that
offersuchitems for sale including telephone directory information, traffic guidance
(key information domain in Thailand), weather reports, economic and statistical
reports or databases, the placing of small advertisements (such as banners onaweb
page), tour or hotel reservations, deposits for goods, donations, downloads, forms,
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software, music, videos, SMS-services, graphics and pictures, etc.

Some items may seem impractical to Thai people; for example, the weather
forecast, buthereitrefersreally to a value-added weather forecast service such as
predicting upcoming storms for yachtsmen/women with detailed graphics from
satellites all over the world.

How then does NEZcard compare to credit cards as a solution for e-business
payments? Firstly it can be compared on their prepaid and postpaid nature.
NEZcard accounts must be prepaid. However, they can be bought with cash or
creditcards. NEZcard is simple touse. No hardware or software isneeded. Users
can, therefore, make purchases on any internet-ready computers. NEZcard is
universal, like credit cards. Points can represent any currencies. NEZcard is
secure. The system is based on account codes/passwords pair verification.
Vendors and their products are listed on NEZcard system so duplicate transactions
canbe prevented. Credit card processors donot care about this. If you click pay
twice, youmay lose your money more thannecessary. Moreover, only complete
transactions are honored. Points are deducted from user accounts and added to
vendor accounts. NEZcard user identity is not revealed because no private
information is asked for atany stage. While credit card users must be verified for
each transaction, NEZcard users make their purchases as if they pay in cash.

This paper has proposed an alternative payment system for e-commerce
which, because ofits simple and internal logic, provides a viable alternative to credit
cards in contexts like Thailand where large proportions of the population either do
nothave creditcards or thereis alack of trustin the security features of credit cards
used over the internet.

Acrossthe world where students, particularly university students, also have
lesseraccessto creditcard acquisition, there is aalso the possibility for them tomuse
thistype of system. The needs of demand are addressed and the need for security
becomes self-evident. In the payment systems market there is again the need to
revisitthe alternatives to credit cards. This solution offers one choice.

ENDNOTE

' Anearlier version of this paper was presented at the CollIECteR conference
(2002), Deakin University.
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ABSTRACT

Online education has become widely used and accepted in many universities,
especially in North America and Europe, since in the early 1990s. However,
its adoption and use in developing countries such as Thailand is at an earlier
stage. Many Thai educators are still hesitant to deploy online education for
their courses. Many factors affect their decisions to accept online education.
Thus, there is a need for research in this area so that educators can plan and
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prepare in deploying online education. The main objective of this chapter is
to investigate the factors that influence Thai educators in accepting online
education and highlight how Thai culture and values have an effect on these
influencing factors. The framework of this study is based on three adoption
and acceptance theories: the Diffusion of Innovation theory (DOI), the
Technology Acceptance Model (TAM), and the Theory of Planned Behavior
(TPB).

In-depth interviews were conducted with 22 Thai educators who have
used or managed online courses in 12 Thai universities. The findings indicate
that the five most influential factors are control beliefs regarding availability
oftechnology, cost of computer technology and Internetaccess, and accessibility
to technology and behavioral beliefs regarding compatibility, and relative
advantage. Other important factors (from top six to top ten ranking) include
the user’s attitude towards IT, the behavioral beliefs concerning student
demand, complexity of online education and trialability, as well as the control
belief concerning institutional policy. Less influential factors include control
beliefs regarding government policy, management support, ethical considerations,
and language barrier, as well as the normative beliefs regarding group influence.
Influencing factors that are impacted by Thai culture and values are
compatibility, group influence by supervisors, management support and
institution’s policy, government policy, and language barrier.

INTRODUCTION

Due to the expansion of communication technology, and especially the
Internet, many institutions have begun using the World Wide Webin ordertodeliver
online education. However, web-based online education (hereafter referred to as
online education)isstillatan earlier stage in Thaiinstitutions. Thaieducators aresstill
hesitantto deploy online education for their courses. A variety of factors affect their
decisionsregarding whether ornotto acceptonline education. Researchisneeded
to identify and understand these factors, so that educators and leaders of educa-
tional institutions can better plan and prepare deployment of online education. The
main objective of this chapter is to investigate the factors that influence Thai
educators inaccepting online educational mechanisms, and the ways in which Thai
culture and values influence these factors.

This chapteris organized into seven sections. The first section introduces the
concept, components and functions of online education, and how itcanbe used in
highereducational institutions. The second section covers Thai culture and values.
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Thethird section explains education system and online education in Thailand. The
fourth section describes three based theories of technology adoption /acceptance:
Diffusion of Innovation theory (DOI), the Technology Acceptance Model (TAM),
and the Theory of Planned Behavior (TPB), and also proposes the research
framework used in the study. The next section explains research methodology,
respondent profile, research findings and discussion. The sixth section discussed
impact of Thai culture and values on the factors influencing the acceptance online
education. The final section summarizes and concludes the chapter.

THE USE OF ONLINE EDUCATION IN
HIGHER EDUCATIONAL INSTITUTIONS

Onlineeducationisateachingand learning environment thatprovides students
and instructors amedium for teaching and learning via the Internet. Students and
instructors can use online education as a supplement to the existing traditional
classroom, oras asubstitute for the traditional classroom. Instructors can deploy
online educationasatool for delivering orenhancing learners’ learning. Inanmixed
online learning environment, learners usually meet with their instructors in the
traditional face-to-face classroom, and the instructors augment classroom sessions
by posting their class materials, notes, presentations, assignments oruseful links to
a website for their students’ use. Online education can also be used to deliver
instruction to distant students (Khan, 1997).

Itprovides many benefits for both instructors and students. Examples of these
benefits are that instructors can use or reuse their prepared course materials;
students can study attheirown convenienttime, place, and pace; itcan help students
toreduce their cost of study; both faculty and students can use online education to
communicate with each othereffectively. This can help both the faculty and students
to save time and costs of travel for face-to-face meetings (Tetiwat & Igbaria,
2000).

Online education canreplicate many of the features of a traditional classroom
such as lecture notes, student participation, feedback and evaluations by using
video, audio, and high speed Internet to enable synchronous and asynchronous
communication (Aggarwal & Bento, 2000). Khan (1997) explains that online
education should consist ofthe following components:

+  Computers and storage devices: computer platforms running on operating
systems (e.g., Windows, Unix, Dos, Macintosh), servers, hard drives, and
CD-ROMs

*  Connectionsandservice providers: modems, dial-in and dedicated services
(e.g.,phone line, ISDN, 56 kbps, T1)
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Internettools: communicationstools (e.g.,e-mail, listservs, newsgroups, chat,
MUD, Internettelephony, Internet video conferencing), remote access tools
(e.g., Telnet, File Transfer Protocol (fip)), Internet navigation tools (e.g., Web
browsers, Gopher), and search and other tools (e.g., search engines such as
Altavistaor Google, loggingtools)

Servers: HTTP servers, HTTD software, common gateway interface (CGI)
Browsers and other applications: text-based browsers, graphical browsers,
links (e.g., hypermedialink, hypertextlink),and otherapplications thatcanbe
added to web browsers (e.g., plug-ins)

Multimedia components: text and graphics, audio streaming (e.g., Real
Audio), videostreaming (e.g., Quick Time), Graphical User Interface (GUI),
and compressiontechnology (e.g., Shockwave)

Contentdevelopment: learning and instructional theories, instructional design,
and curriculumdevelopment

Authoring programs: programming language (e.g., Hyper Text Markup
Language (HTML), Virtual Reality Modeling Language (VRML), Java,
JavaScript) (Khan, 1997)

Many institutions have deployed online education either by developing their

ownsystem or by buying a software package. Several online education packages
are onthe marketnowadays, for example, Blackboard, WebCT, TopClass, Lotus
Notes, and First Class. These packages vary considerably interms of their design
and functions, as well as cost. Some institutions decide to deploy a package, but
many others develop online education using more basic tools (e.g., programming
their own websites from scratch). This decision may depend on their needs,
budgets, technical and educational supportand services.

McCormackandJones (1998)identify five main functions of online education,

asfollows:

Storing information: many educators and students can use online education
for storing course materials or research papers indocument format so thatthey
canuse, reuse, or refine them. They also can better manage theirmaterials such
assyllabi, schedules, handouts, assignments, or their research so that they can
access or update documents easily.

Information distribution: online education can help educators distribute
materials such as class materials to their students. These materials include
articles, Powerpoint lectures, audio, video and animation. Moreover, it will
enable links to otherrelated locations.

Communication: online education assists students and educators in commu-
nicating with each other by providing facilities that support various methods
of communication. There are four suchmodes of communication:
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- One-to-one (e-mail);

- One-to-many (online announcement, broadcast e-mail);

- Many-to-one (feedback); and

- Many-to-many (bulletins boards, mailing lists, interactive chat,
audio and video conferences).

*  Student assessment: There are many ways of assessing students, such as
quizzes, essays, and evaluation. Online education allows students to assess
their own learning so that they can evaluate their progress and better direct
theirownlearning.

*  Class management: Online education allows educators to perform tasks
such as timetabling, tracking attendance, recording progress, calculating
grades, andidentifying the learning needs of students.

Tomake online education work, educators need to carry outa variety of tasks,
for example, creating materials, designing the learning experience, setting up
computers for students touse, preparing web pages, converting existing computer-
based material, creating on-line quizzes, settingup mailing lists, drawing or scanning
pictures, digitizing video, etc.,and have material stored in the computer so thatitcan
besearched, archived, indexed, and converted easily and quickly (McCormack &
Jones, 1998).

Different educators may adopt online education in different ways. Some
educators only adopt online education for distributing information. Some educators
distribute information and communicate on the web. Some educators adoptall five
functions mentioned above for their class. The way that educators adopt online
education may depend on their needs, their skills, their budgets, their attitude
towards online education, and their teaching and learning culture.

Online education canbeusedin every level of education from primary school
totertiary level. The objectives ateach level may differ because the learning process
ateachlevelisdifferent. Educators mustdesign online educationto suiteach level.
This chapter focuses on tertiary education. In tertiary education, there is an
expectation thatamajority of students possess analytical thinking skills and ability
tousetechnology. Thus, online education can be used notonly asateachingaid but
also as an aid to course management. Instructors can post information and their
course materials such as course meeting, syllabi, reading, and assignments on the
web. They also canuse online education for testing learners at the beginning of the
classinthetraditional classroom so that they can adjust their lecture plan. Students
canreview theirlessons or discuss with other students or their instructors by using
e-mail or discussion boards atany time and at any place where there is an Internet
access. Asaresult, they can share knowledge and information with others at their
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convenience. Also, they can ask specific questions to their instructors or to experts
in the field. In addition, their assignment can be submitted through the online
educationand getresponse more quickly. Some instructors provide useful links to
otherrelated websites such as the library, student learning support centers, orhave
aparticular focused website for their subject (Tetiwat & Igbaria, 2000).

THAI CULTURE AND VALUES

Thailand is acountry ofapproximately 514,000 square kilometers, located in
Southeast Asia. Thailand was established in the mid fourteenth century. It was
known as Siamuntil 1939. Unlike other countries in Southeast Asia, Thailand has
never been colonized by any other country. The Thai governmentis aconstitutional
monarchy. The population of Thailand is approximately 61,800,000 people. The
ethnic groups are Thai (75 percent), Chinese (14 percent), and other (11 percent).
Ninety-five percent of the population are Buddhist. Otherreligions are Islam (3.8
percent), Christianity (0.5 percent), Hinduism (0.1 percent), and other (0.6
percent) (The World Factbook,2001). Thus, Buddhism exerts a strong influence
ontheway oflife ofthe Thai people. The behaviorand attitude of most Thais follow
the stages oflife cycle thatare part of Buddhistrites and rituals. Some aspects of
Buddhismthataffectthe Thai worldview include:

*  Hierarchy—the majority of Thais are concerned with hierarchical ranking.
Thus Thais are aware of age and seniority in their everyday life. Each Thai
individual seen as higher or lowerranking, older or younger, senior or junior,
superior or subordinate. Y ounger people attitude and behavior toward older
peopleisimportant.

+  “Kam”—meaningactions thathave happenedin the pastand have an affect
onthis presentlife.

*  “BunKhun”—meaningthatother people such as parents or teachers help or
favor one. The recipient should be grateful and there is obligation to
reciprocate.

*  “Cool-heart”’—isacharacteristic ofastable personality. Insocial interaction,
Thais place a strong value on explicit calmness. It is not proper to express
dislike orangerinpublic. Also most Thais try to avoid open conflictbecause
cool-heart can be considered as an intelligent social response as well as a
commendable act (Podhisita, 1998).

Like other countries, Thai has its own culture and values. Hofstede (1980), a
foundational theoristin the field of intercultural communication, defines culture asthe
collective programming of the people’s mind that differentiates members of one
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group from other groups. Culture is learned and cannot be inherited. It actually
reflects the ability ofhumans to feel, communicate and learn. Itrequires compliance
with certain values, rules and practices for society.

Hofstede’sresearch onnational culture used IBM employees from countries
around the world as his primary focus. Inhisresearch he has studied more thana
hundred thousand participants. This research is widely accepted as a major
breakthrough in social science studies. In the findings of his study, Hofstede
identifies four dimensions ofnational culture, which are power distance, individu-
alism, masculinity, and uncertainty avoidance. These dimensions represent the
mainstream attitude, expectations, values and behaviours formembers of over 50
different countries (Hofstede, 1980, 1991).

From Hofstede’sresearch findings, Thais are categorized as a group that has
alarge power distance, alow level of individualism, a weak level of masculinity
(cooperative) and strong uncertainty avoidance (see Table 1). This group is
described as a fairly risk-averse market. Hofstede also states thatmembersina
large power distance and low individualism society are willing to follow those in
charge with little desire to participate or direct. This indicates that institutions from
this group tend to wait to adopt new technology when a large group of other
institutions has already adopted it. This may lead to a low level of technology
adoption, which may in turn result in a low level of online education trial and
adoption.

Hofstede’s research has been formally verified by this study during the
interview ofkey informants. Also, itisinformally verified by local people in Thailand.
They were asked whether they believe Hofstede s classification to beaccurate. The
majority of these interviewees and local people agree that Hofstede’s findings were
considered valid, especially in the first two categories —large power distance and
low individual, although there were some minor variations of opinion in each
dimension.

Holmes et al. (1996) also agrees that the Thai system is considered as a
hierarchical system (large power distance), which means that Thais always values

Table 1: The Four Dimensions of National Cultural Framework of Thailand
(From Hofstede, 1991)

Dimensions of National Culture Thai Ranking Thai Score
Power Distance 21/23 (large) 64
Level of Individualism 39/40 (low) 20
Level of Masculine 44 (weak) 34
Uncertainty Avoidance 30 (strong) 64
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seniority inrelation to age, birth, merit, wealth, power, and professional rank. One
canseethattheranking systemis established inmost Thai organizations. Thisisdue
tothe hierarchical system thathas an impact on each Thai organizational structure.
Itisalsoabackbone of Thai governmental and private organizations. Hierarchical
systems provide guidelines, which arerecognized to be apartofaperson’s working
behavior. People indifferent status know their duties toward each other. The senior
people are expected to guide, control, protect, support, and look after the needs
oftheirjuniors oremployees like fathers do for their children. Thereis alsoapower
distance gap between people insociety. This is dueto the nature of the hierarchical
systemin Thailand. Communication in Thaisociety tends to be from the top-down,
somostjunior people aremore likely to absorb things instead of initiate things. Thus,
most Thais are not experienced in expressing themselves in an assertive way.
Similarly, the principle of egalitarianism, common in western societies—thatall
peopleareequal (oratleasthave equal opportunities)—is notthe case in Thailand.
Thus, equality in areas such as communication and information sharing is not
commonin Thaiorganizations.

Educational systems differ from one country to another (Kandel, 1933). In
particular, the Thai educational system differs from those of other countries. In
addition, the way that teachers interact with students and the way that students
interact with other students is also different. This difference may affect the way that
they adopt online education, as well as the factors influence the online education
adoption.

Hofstede (1986) applied four dimensions of national culture, which represent
the mainstream attitude, expectations, values and behaviours formembers in the
educational environment. Table 2 presents teacher/student interaction and student/
studentinteraction in the group of large power distance, low level of individualism,
weak level of masculinity and strong uncertainty avoidance.

Otherimportantvaluesthatare appliedtoall level in Thai society are ““gratitude
and indebtedness” (“Katanyoo Rookkhun,” which means that most lower rank
people appreciate those higher rank people who have done favors for them), and
“merciful and kind” (“Metaa Karunna,” which means that higher rank people
behave kindly to those lower rank people). These values are applied to most
components of Thai society, such as family, school, work, business or government
sectors. For example, students should feel gratitude and indebtedness to their
teachers, children to their parents, and employees to their employers. Also,
teachers should be generous with their effort and time to assist their students,
parents to their children, employers to employees, and wealthy people to poor
people (Vichit-Vadakan, 1990)
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Table 2. Teacher/student interaction and student/student interaction by
various societal types (Hofstede, 1986, p. 312 -314).

Large Power Distance Societies

Collectivist Societies: Low Individualist

Stress on personal "wisdom" which is
transferred in the relationship with a
particular teacher (guru)

Positive association in society with whatever
is rooted in tradition

A teacher merits the respect of his/her
students

The young should learn; adults cannot accept
student role

Teacher-centerd education (premium on
order)

Students expect to learn how to do

Individual students will only speak up in class
when called upon personally by the teacher

Students expect teacher to initiate
communication

Individuals will only speak up in small groups

Students expect teacher to outline paths to
follow

Large classes split socially into smaller
cohesive subgroups based on particularist
criteria (e.g., ethnic affiliation)

Students speak up in class only when
invited by the teacher

Teacher is never contradicted nor publicly
criticized

Formal harmony in learning situations should
be maintained at all times (T-groups are
taboo)

Neither the teacher nor any student should
ever be made to lose face

Effectiveness of learning related to
excellence of the teacher

Respect for teachers is also shown outside
class

Education is a way of gaining prestige in one's
social environment and of joining a higher
status group

Diploma certificates are important and
displayed on walls

In teacher/student conflicts, parents are
expected to side with the teacher

Older teacher are more respected than
younger teachers

Acquiring certificates, even through illegal
means (cheating, corruption) is more
important than acquiring competence

Teachers are expected to give preferential
treatment to some students (e.g., based on
ethnic affiliation or on recommendation by an
influential person)

Another important value is “Kreng Jai,” which means that an individual is
expected to control his own desire or interest when in a situation that isuncomfort-
ableorconflicting, or when inasituation where there is aneed tomaintainapleasant
and cooperativerelationship (Holmesetal., 1996). Italso means “being aware of
another person’s feelings, saving the face of others and respecting them”
(Niratpattanasssai,2001). This attitude or behavior appears frequently in everyday
lifeandis practiced by individuals fromall levels of society. Examples of this attitude
include trying to comply with another’s request, reluctance to interrupt or disturb
others, avoiding asserting one’s needs or opinions, or reluctance to ask questions
when one has notunderstood someone.

Intraditional Thailand, mostorganizations are authoritarian in operation, with
a variety of social and education levels in their staff. The supervisor is “an
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Table 2: (Continued) Teacher/Student Interaction and Student/Student
Interaction by Various Societal Types (Hofstede, 1986, pp. 312 -314)

Feminine Societies (Weak Masculine/ Strong Uncertainty Avoidance Societies
cooperative)

Students feel comfortable in structured
Teachers avoid openly praising students learning situations: precise objectives, detailed
assignments, strict timetables

Teachers use average student as the norm

Teachers are expected to have all the answers

System rewards students' social adaptation

A good teacher uses academic language

A student's failure at school is a relatively
minor accident Students are rewarded for accuracy in
problem-solving

Students admire friendliness in teachers

Teacher are allowed to behave emotionally

Students practice mutual solidarity (and so are students)

Students try to behave modestly

Teachers interpret intellectual disagreement as

Corporal punishment severely rejected personal disloyalty
Students chose academic subjects in view Teachers consider themselves experts who
of intrinsic interest cannot learn anything from lay parents and

parents agree

Male students may chose traditionally
feminine academic subjects

authoritarian figure and independent decision-maker, whom subordinates must
regard with unquestioning obedience. The cultural ideal is a superior who asserts
authority graciously and with benevolence, attaining the loyalty and respect of all
subordinates” (ExcutivePlanet, 2001). Most managers have a lower level of
confidence intheir subordinates’ capacity for leadership and initiative than would
be commonplace in a western organization. They also do not like to share
information with their staffor involve themin decision-making.

Anotheraspectof Thai culture is the agrarian value. Thaisnormally work in
a group where they share their responsibilities; there is no requirement for
accountability inthe individual sense. Consequently, itisnot easy to make staffto
takeresponsibility. Staffmembers would normally prefer that the supervisor dictate
changes and take responsibility for their implementation (Holmes etal., 1996).
Holmesetal. (1996) states, “The Thai culture does not encourage all its people to
dare, to make mistakes, to take initiative. Itencourages only a few at the top.”

Whensstaftfof Thai organizations do have good ideas, they are often afraid that
the ideas may not be seen as worthwhile in the eyes of others, so they would be
embarrassed to express or initiate the ideas. Also, most Thai supervisors donot
expect to be informed by subordinates or juniors of events going on within the

Copyright © 2003, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of Idea Group Inc. is prohibited.



246 Tetiwat & Huff

organization; being the supervisors, they believe thatthey should know everything,
and would become aware ofthe events on their own.

Thais use the Thai language in daily use and also for official purposes. A
majority of Thai students study English, however they only really learn English
grammar. Theyrarely practice listening or speaking Englishin school oruniversity.
Norare their teachers normally fluent in English; Englishisnormally asecond
language forthemas well. Thus, many Thais face obstacles when they havetouse
English - forexample, when they have ameeting in English (Holmesetal., 1996).

EDUCATIONAL SYSTEM AND ONLINE

EDUCATION IN THAILAND

The Educational System in Thailand

According to the Ministry of Education (1999), the Thai educational system
isintended to provide an opportunity for individuals’ development according to
theirages and offers continuous and life-long learning, as well as employing various
forms ofeducation (e.g., inaschool-related system of education and through the
learning process from the ways of life). Education in aschool-related system is
categorized into five levels: pre-school education, primary or elementary education,
lower secondary education, upper secondary education and higher education.

Thaieducationis administered by several government ministries depending on
thelevel of education. The Office of the National Education Commissionunder the
Prime Minister administers the long-term policy formulation and planning for
developmentinalllevels of education. The Ministry of Interior oversees primary
education thatis directed by municipal authorities. The Ministry of Education
supervises all other primary institutions, and oversees the nation’s secondary
schools (which include teacher education and vocational training up to a tertiary
level) non-formal education, as well as mattersrelating to religion and culture. The
Ministry of University Affairs administers public and private universities and
institutions ofhigher learning.

Asmentioned above, this research focuses only on higher education, espe-
ciallyattheuniversity level. Thai highereducationisclassified into threelevels: lower
than bachelor’s degree level, bachelor’s degree level, and graduate level. Thai
universities can be categorized into two groups: public universities and private
universities. Currently, there are 23 public universities and 15 private universities.
A majority of these universities are located inand around Bangkok. There are only
nineregional universities: Chiang Mai University and Naresuan University (in
the north), Khon Kaen University, Mahasarakham University, Suranaree
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University of Technology, and Ubon Ratchathani University (in the northeast),
Burapha University (inthe east) and Prince of Songkla University and Thaksin
University (inthe south). Most universities offer abachelor’s degree in general
areas such as arts, commerce, and science. However, some universities specialize
in certain areas and offer postgraduate level. For example, Mahidol University
specializes inthe areas of medicine, pharmacy, dentistry, and nursing. Kasetsart
University offers courses in agriculture, food technology, and veterinary science.
Silpakorn University specializes in architecture. Thammasat University offers
courses in laws, public administration and social work. Ramkhamhaeng Univer-
sity and Sukhothai Thammathirat University are two open universities that
providean effective and economical way to respond to the growing public demand
for access to higher education. Some universities offer graduate level (e.g.,
National Institute of Development Administration (NIDA) is a graduate
institution specializing inadministrative and national development. Asian Institute
of Technologyis an autonomous international graduate school that offers sciences
and engineering to students from all over Asia and beyond (the Ministry of
University Affairs,2001).

The Thaieducation system has long “emphasized ‘chalk and talk’ pedagogy,
rote learning, placed an importance on school education with teachers as the center
ofteaching-learningactivities” (Kaewdang,2001). Only few Thai teachers encour-
age their students to speak out or comment or express theirownideas. If students
ask questions or speak out, their teachers will think those students lack respect for
theteacher. Also, Chatturachinda (2001) states, “Thai Education isnot favorable
to the life long learning process. Cultural behavior of most Thai educators is
protective, preventing learners from learning for themselves. It focuses on content
of subject, notthe learning process of learning.”

Currently, advanced information technology is widely available, and global
competitionisafactoflife everywhere. Therefore, education should notbe limited
only to the classroom, and teachers are not the only knowledge source. Education
should focus on “cultivating within students the skills of searching knowledge
through self-learning so that they can learn continually at any time and any place
throughoutlives” (Chatturachinda,2001).

Therecession 0f 1997 created aneed for athorough re-examination of the
country’s humanresource development system, and set the stage for across-the-
board reform of Thai education. Actually, the financial crisis did nothave a direct
impact on education, but nonetheless resulted in substantial education reforms,
creating an opportunity for concerted action (The World Bank, 1999). In order to
speed up Thailand’s economic recovery and competitiveness, Thailand needed to
consider education reform. Thus, the National Education Act, 1999 was estab-
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lished foreducation reformin Thailand. The main objective ofthe Actis “to ensure
thateducationaims atthe full development ofthe people inall aspects - physical and
mental health, intellect; knowledge; morality; integrity; and the pursuitofadesirable
lifestyleinaccordance with society and inharmony with other people.” The Actwill
“encourage Thais to develop towards more analytical and independent thought.
Theknowledge-based and learning society will help findnew solutions forthe global
era” This Actconsists of nine chapters. The last chapter of the Act focuses on the
technologies for education and transitory provisions (The Nation, 1999).

Online Education in Thailand

Asmentioned above, the final section of the National Education Act(1999)
focuses ontechnology foreducation. The Thai government has established many
policies that support the education reform. One educational policyistoexpand the
study areasothatitisnolonger limited to traditional classrooms. Everyone canstay
connected anywhere, any time. Thus, the government has introduced many I'T
projects for these institutions, for example, SchoolNet (for the schools), UniNet
(foruniversities),and I'T Campus. The University Network (UniNet) focuses onthe
infrastructure and framework necessary for the information networking so thatall
the highereducationinstitutions nationwide canemploy information technologies for
academic and administrative purposes. The Information Technology Campus (IT
Campus) introduces IT (e.g., videoconferencing system) into the instruction
process so that remote campuses can access information. This will allow “remote
campuses to have improved system of virtual instruction environment to improve
quality and maximize effectiveness” (Ministry of University Affair,2001).

Accordingto Nectec (2000), there are 12.5 telephone lines per 100 people,
and 2.4 personal computers per 100 people in Thailand. The number of Internet
usersin Thailandis 3.7 percentor 371.4 users per 10,000 people. Ofthese, 55.2
percentare in Bangkok, 14.4 percent are in areas surrounding Bangkok, 8 percent
areinthenorthregion, 10.9 percentare in the middleregion, 5.7 percentare in the
north eastregion, 4.7 percent of users are in the southern region, and 1.2 percent
arein foreign countries). The Thai governmenthas made informationtechnology
anational priority. The planisthatevery district (both urban and rural) in Thailand
should haveatleast one Internet connection, and its goal is to have ten million Thais
able to connect to the Internet by 2004.

Many governmentpoliciesare in progressnow, including: Internet for Tambon
(District), universal health care system, I'T for education, and free or low cost
Internetaccess for schools and universities in order to promote the use of Internet.
Also, some of the wealthier private and public universities have established an I'T
infrastructure, such as Internet connectivity anda wireless campus. However, many
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institutions that are not in Bangkok or around Bangkok still have little orno IT
infrastructure.

Many Thai institutions have deployed some aspects of online education for
theirteaching. However, online educationisstill inan early stage. As Crispin (2001)
points out, Thailand currently has basic IT infrastructure, such as Internet connec-
tivity and fiber optic cable, in place, butonly 2 percent of Thai users are on-line while
the global average useis 5 percent of populations. Thus, itis important to better
understand the factors that influence the acceptance of online education in Thai
institutions, and the ways in which Thai cultures and values impact the acceptance
ofonline education.

THEORETICAL FRAMEWORKS FOR
UNDERSTANDING TECHNOLOGY
ACCEPTANCE

To examine the factors that influence Thai educators in accepting online
education, three theories concerning the adoption and diffusion of IT were
deployed. Thesetheories have been widely used and accepted inmany disciplines.
These three theories are the Diffusion of Innovation theory (DOI) developed
originally by Everett Rogersin 1962, the Technology Acceptance Model (TAM)
by Davisin 1989, and the Theory of Planned Behavior (TPB) by Ajzenin 1985.

The Theory of Diffusion of Innovations (DOI)

An innovation is something that is perceived as new by an individual.
Innovation diffusionis the process in whichnew ideas are spread from the source
ofinvention or creation, through information channels, to their adopters or users
withinasocial system. Adoptionis the process by which people inasocial system
decidetoacquire and utilize the technology.

Four major elements of DOI that have an effect of the adoption rate of
innovation are characteristics of innovation, communication channels, times, and
social system (Rogers, 1962). The DOl theory is relevant to many disciplines and
topics,, forexample, medical sociology, geography, public health, anthropology,
communication, marketing, education, and information technology. It offers a
theory for conceptualizing the introduction and adoption of new technology. Many
studies of the adoption of innovations have found that innovation characteristics
exert an important influence the acceptance or adoption of those innovations
(Bussey et al., 2000; Karahanna et al., 1999; Cooper & Zmud, 1990; Huff &
Munro, 1989). Thekey characteristics of innovations include:
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*  Relativeadvantage: the degree towhichitis perceived to be better than what
itsupercedes

*  Compatibility: consistency with existing values, pastexperiences and needs

*  Complexity: difficulty of understanding and use

*  Trialability: the degree to whichitcan be experimented with onalimited basis

*  Observability: thevisibility ofits results

Rogers (1962) also states that it is not easy to adopt new ideas into an
organizationalthough people in the organization see the obvious advantages. Like
otheradoption of new ideas, success inadopting new educational technology like
onlineeducationis noteasy although many educators agree thatit provides benefits.
Also, Cuban (1999) points outthat the availability of computer access and Internet
connectivity inmany institutions have increased, but many educators and students
are still slow to adopt them into the classroom.

The Technology Acceptance Model (TAM)

The Technology Acceptance Model (TAM) is widely used and well recog-
nized instudies oftheadoption oftechnology inthe information systems field (Gefen
& Straub, 2000). It was adapted from Theory of Reasoned Action (TRA), which
was developed by Fishbein and Ajzen in 1975. Many IS research studies have
applied TAM in their studies of technology acceptance and adoption (Gefen &
Straub, 2000; Agarwal & Prasad, 1999; Compeau et al., 1999; Igbaria et al.,
1997).

TAM focuses ontwo key variables: perceived ease ofuse (users’ beliefs that
usingthe systemwill be free from effort) and perceived usefulness (users’ beliefs that
using the system will enhance their job performance). Perceived usefulnessis also
influenced by perceived ease of use. These two variables, together with other
external variables (for example, training, system characteristics and development
processes) are proposed to impact attitude towards use of the technology, which
leads to behavioral intention to use and then actual use of information technology.

The Theory of Planned Behavior (TPB)

The Theory of Planned Behavior (TPB), another theory useful forunderstand-
ing acceptance and use of information technology, was also derived from the
Theory of Reasoned Action(TRA). Alimitation of TRA isthatindividuals maynot
actually perform abehavior even though they may be highly motivated to do so,
accordingto their attitudes and prevailing subjective norms. This may be because
of an intervening environment condition (Godin & Kok, 1996). TPB is a
modificationof TRA, specifically designed to predictbehaviors of people who have
incomplete volitional control.
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Ajzen (1985)added a third determinant, perceived behavior control, to the
TRA model. If people have strong beliefs about the factors that will facilitate a
behavior, then they will have highly-perceived control over behavior. However, if
they have weak beliefs about factors that will hinder behavior, then they will have
a low perception of control. Two factors that determined perceived behavior
control are control beliefs and perceived power.

Accordingto Ajzen (1985), there are three kinds of beliefs that guide human
behaviors. These three beliefs are:

*  Behavioral beliefs: beliefs about the likely outcomes of the behavior and the
evaluations of these outcomes. They produce a favorable or unfavorable
attitude towards the behavior.

*  Normative beliefs: beliefs about the normative expectations of others and
motivation to comply with the expectation. They resultin perceived social
pressure or subjective norm.

*  Control beliefs: beliefs about the presence of factors that may influence or
hinder performance of the behaviors and the perceived power of these
factors. They create the perceived behavioral control.

The combination ofthese three variables, attitude towards behavior, subjec-
tivenorms, and perceived behavioral controls, lead to the intention of an individual
to performthe behavior. The more the favorable attitude and subjective norm, and
the greater the perceived control, the stronger the intentions of the individual prefer
to perform the behavior. With sufficient degree of control over the behavior,
individuals are expected to carry out their intentions. Thus, this will lead to the
behavior.

Thisresearch study derives an integrated research model, drawing from these
three theories (DOI, TAM, and TPB), of the factors influencing the acceptance of
onlineeducation. Figure 1 displays the integrated model, which forms the basis for
interpretation of findings from the field study discussed later in this chapter.

RESEARCH METHODOLOGY, RESEARCH

FINDINGS AND DISCUSSION

Research Methodology

Thisstudyuseboth quantitativeand qualitative methods. A field study involving
twelve institutions in Thailand is conducted using the semi-structured interview
method and questionnaires during December 2001 to February 2002. First, the
researcher investigated who offered online education courses in Thai institutions by
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Figure I: Integrated Research Model of the Factors Influencing the Acceptance
of Online Education
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examining governmental education departments and university websites, aswell as
university prospectus. Then, those lecturers, Heads of Department, and the
directors of the information technology involved in either adopting, managing,
promoting or setting the educational and technological policy of their institutions
were contacted for interviews.

Atthebeginning of the interview, the purpose of the study was explained, a
questionnaire was given to each key informant. Each was asked to complete the
questionnaire, thenreturnitto the researchers by mail or e-mail. Then, atelephone
or face-to-face interview was conducted with each informant, posing a series of
open-ended questions related to the adoption of online education. Most of the
interviews were conducted in the Thai language because many Thai educators
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requested this so that they could more fluently express their opinions, concerns, and
experience. Each interview took up to an hour and was recorded on tape with the
permission of the person interviewed. The names of the educators and their
institutions are confidential; case numbers such as Th_A1 are used in the data
coding. Data from the interviews were analyzed in accordance with the theories
presented in the literature review to identify the factors which the informants
perceiveto be influencing the adoption of web-based educational technology in
Thaiinstitutions.

Respondent Profile

Ofthe 22 key informants from twelve universities in Thailand, 36 percentare
male and 64 percent are female; as well, 91 percent are users and 9 percent are
managementand administrative staff. Theirages vary from 26 to 60 years old. The
majority ofkey informants (59 percent) are 31 to 50 years old. Allinformantshave
some computer experience, which varied from 2 to 20 years; 64 percent have
computer experience of more than ten years. The Thai key informant profile is
shownin Table 3.

Research Findings and Discussion
Toanalyzethe data, each interview was first transcribed, then translated into
English. Colleagues ofthe researchers who were fluentin both Thaiand English

Table 3: Thai Key Informants’ Profile: Gender, Role, Age, and Computer
Experience

GENDER ROLE

Frequency |Percent Frequency |Percent
Male 8 36.36 Users 20 90.91
Female |14 63.64 Mgt & Admin 2 9.09
Total 22 100.00 Total 22 100.00
AGE
Ages  |Frequency |Percent COM_EXP
6 —30 13 13.64 Years Frequency |Percent
31-40 [9 40.91 2-10 8 36.36
41 -50 |4 18.18 11 -20 14 63.64
51-60 |6 27.27 21 - 30 0 0
60 + 0 0 30 + 0 0
Total 32 100.00 Total 22 100.00

Copyright © 2003, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of Idea Group Inc. is prohibited.



254 Tetiwat & Huff

were asked to check the accuracy ofthe transcriptions. Then the transcriptions
were analyzed using latent contents analysis. Comments made by each informant
were coded into appropriate categories corresponding to the various influencing
factors, asderived from the researchmodel (Figure 1). Then the interview dataand
the questionnaire responses (submitted following each interview by the informant)
were compared to check for consistency and expand on the interview findings.

Using the questionnaire data, the average score was obtained within each
category of factors. Then, these scores were ranked from the highest to the lowest.
The mostinfluential factor had the highestscore and the least influential factor had
the lowest score. Theresults are shownin Table 4.

Accordingto the Thai key informants, the most important factors (top five
ranking—showninbold in Table4) are control beliefs concerning availability of
technology, cost of computer technology and Internet access, and accessibil-
itytotechnology, and behavioral beliefs concerning compatibility and relative

Table 4: Ranking of Influential Factors of the Acceptance of Online Education
for Thai Tertiary Educators

Rank Factors Average

1 Control Beliefs -- Availability of technology (infrastructure, all required 4.11
functions, and high quality)
Control Beliefs -- Cost (computer technology and Internet access) 3.93
Control Beliefs -- Access to technology (convenient of use and access to IT) 3.86

3:4 Behavioral Beliefs -- Compatibility (suitability to subject, teaching style, 3.86
and work, as well as suitability to students’ learning)

3:5 Behavioral Beliefs -- Relative advantage (enhancing of image, output 3.86
quality, result demonstrability)

6 Users’ Attitudes toward IT (enjoyment of using IT, desire to develop 3.81
technological skills, seeing the web technology as a way of the future)
Behavioral Beliefs -- Student demand 3.64
Behavioral Beliefs -- Complexity (of online education) 3.59
Behavioral Beliefs -- Trialability (availability to test run adequately, no 3.52
need to spend much effort, opportunity to try and use online education)

10 Control Beliefs -- Institution's policy 3.40

11 Control Beliefs -- Government's policy 3.09

11:12 | Control Beliefs -- Management support (encouragement, availability of 3.09
training, rewards)

13 Control Beliefs -- Ethical considerations 2.86

14 Control Beliefs -- Language Barriers 2.68

15 Normative Beliefs -- Group influence (colleagues, friends, supervisors, 2.36

other institutions, and other role models)
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advantage. Other important factors (ranking fromsix to ten - inbold-italic) include
theuser’s attitude towards IT, the behavioral beliefs regarding student demand,
complexity of online education and trialability, as well as control beliefs
regarding institutional policy. Less influential factors include control beliefs
concerning government policy, management support, ethical considerations,
and language barrier, as well as the normative beliefs concerning group influ-
ence.

The highest-ranking influencing factor of online education acceptanceis the
control beliefregarding the availability oftechnology. Most Thaiinformants agreed
thatthe existing IT infrastructure was the most important factor that affected their
decision to use online education. If there were appropriate infrastructures,
functionalities, and quality of technology as well as convenience of access to
technology, then Thai educators are more likely to adopt it. Although the Thai
government has tried to promote this by establishing networks around the country
suchas UniNet (foruniversities), SchoolNet (for Schools), whichare in placenow,
there is still limitations on connection and access. Many Thai educators are
concerned thatthe IT infrastructure in Thailandis still notreliable and the quality of
technology access is still poor, especially when accessing from the small cities and
rural areas. Examples of Thai lecturers’ comments were:

The speed of the Internet is very slow if we access from home by
using the phone line. We have to wait for a while to access the
website. It takes time to upload the website. Also, many Thai
websites like to put a lot of graphics in their websites in order to
draw attention...We need to set up good infrastructure around
the country such as ISDN, broadband so that the quality of
accessing the Internet is better. It is important factors that affect
lecturer’s decision to adopt or use it.

The second mostinfluential factoris cost of IT and Internetaccess. Many Thai
educators agree that the cost of computers and Internet access have an effect on
their decision to adopt online education. Some Thai lecturers stated that their
universities have provided appropriate computer access to faculties and students
such as computer labs. However, they could not come to the campus to access it,
sotheyhavetohaveaccess fromhome. Many educators are still concerned that
the cost of computers and Internet access are still high for the majority of Thais,
especially for students. The majority of Thai people have alow income. Itis costly
touse computer and Internet access from outside. If they do not have their own
computer, they have to go to the Internet café and pay a fee. Internet technology
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is stillnew to many Thais. Itis notacommon tool yet for the majority. This could
beaproblemif Thaieducators adopt online education. One Thai lecturer stated,

Another barrier factor is the cost. The majority of Thais have low
income. The average earning income per capita of Thais is very
low. To use computer and Internet access from home is costly
unless the institution provides enough access to all students and
free connection access from home. Although the cost of Internet
access is reduced now, it is still costly for most users.

The third most important factor influencing the online education acceptance is
theaccessibility oftechnology. Many lecturers agreed thatifonline educationis easy
toaccess and convenient to access, they intend to adopt it. If itisnot convenient
forthemto access, they will notuse it. As one educator stated,

Ifit easy to access and convenient to access,  will use it. If it is not
convenient for me to access, I have to travel to use the computer,
I may not want to use it because it take times to travel to get there
and also, it may cost money for travelling to that place. Also,  have
limited time in one day and [ have many thing to take care, so I may
be lazy to go out to find computer to access the online education.

The fourth factoris the behavioral beliefin the compatibility of the technology,
whichincludes compatibility with the individual’s work, suitability to subject,
suitability to teaching style, and suitability to students’ learning culture. One
educator commented,

[ think this also depends on type of subject, and approach of
teaching and learning. I think online teaching suites well in
subjects such as information technology or science because this
online education is related to what they study. Many institutions
have adopted online education now. And If it is not match with my
work and my life style, it is no use for me.

Another important factor influencing the acceptance of online education is
relative advantage or perceived usefulness. Many faculties have adopted online
education because of its benefits such as accomplishing their tasks, improving
quality ofteaching and theirimage, as well as enabling students to access information
atany time and atany place. Example of these comments were:
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1t helps people to be fast and widely informed (both good and bad
information). It enables us to open up to the outside world more
effectively. It is readily accessible anywhere, anytime. Let’s say
that I go to the USA and I would like to know what’s happening
back home, I can just log on the Internet anywhere to read the news
and to contact Thailand at low cost and save time (economical and
time effective). ...Nowadays, anywhere we go, we don’t have to
worry about writing letters. We could communicate via the web
very easily and conveniently.

Additional factors thataffect the acceptance of online education include user’s
computer experience and the user’s attitude towards IT. All key informants have
computer experience before they adopted online education. As mentioned earlier,
ofthekey informants 63.64 percent have computer experience of more than ten
years. Most Thai educators who have adopted online education have atleast basic
computer skills or enjoy working on I'T and want to acquire technology skills.
Comments made by study informants included:

1 think the computer skill / experience is very important. People
who have computer skill will more likely to adopt it because it is
easy for them to learn and develop online courses. We can see
from our staff that adopts it now, most of them has IT skill, and
many enjoy using technology. Some of them may not have IT skill
at the beginning, but they want to learn it so they try it. Many of
them are very good now because they practice it and try to learn
it. The more you do it, the more you learn and you can do it well.

Student demand is another additional factors that many Thai educators
mentioned. Many educators pointed out that they adopted online education
because their students needed it. Many students see the benefits ofhaving online
courses, so they request faculties to have them. One lecturer commented:

Students ask for it now...Using the online education, students
can get information that they need. Many lecturers upload their
PowerPoint lectures onto the web before their class so that
Students can access this lecture note and they can prepare it in
advance before they go to class or after class if they cannot take
note in the lecture time. I think many students like it and want to
have this lecture note online. We can see that majority of Thai
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students nowadays cannot take lecture well. They like to have the
printouts and they can just take small notes on that printout.

Complexity orease ofuse of online education is another factor that affects their
decisionto acceptonline education. If online education is easy to use or operate,
then they are more likely to adoptit. A comment that referred to this factor was:

My concernis the ease of use of application software/ courseware.
1 think it is important that the courseware that we use should be
easy to use. Many lectures do not have computer experience or
skills. If it is easy to use, they will intent to adopt it. Also, many
lecturers don’t have much time to learn new thing. If it is easy to
use and it is not take their time for them to do it, then they intend
to adoptit. Inmy opinion, many lecturers are interested in adopting
it. They do not resist doing it, but sometimes they do not have time
to do it. They often think next day they do it, next day they do it so
like this all the time.

Anotherkey influencing factor in the acceptance of technology is the charac-
teristic of trialability. Faculties who have adopted technology point out thatifthey
haveachancetotry touseitand it suits them, they are more likely to adopt online
education. One informantindicated:

If 1 have a chance to try on first, it will help me to make a decision
faster and better... Now trialability of new technology is increasing
available since the hardware is starting affordable among lower
average income people and in most of educational institutions.

Thetenth mostimportantinfluencing factoris the control beliefs concerning the
institution’s policy. Many Thai educators pointed out that their institutions should
haveaclearpolicy thatthe institutionis promoting the use of online education. This
will make it easier for educators to follow because it is their institution policy so
educators are enthusiastic about adopting it and they will get support from the
institution. This will also encourage people to cooperate in helping make it possible.
Whenusers ask for help, others will try to help ifthey can. This will influence others
when they see that this is more effective. For example, educators can help in
providing content for the specific courses that they have knowledge in. The
managementshould haveaclearpolicy on whatand how so that they can encourage
people to adopt it. Then, educators are more likely to adopt it. One lecturer’s
opinionwas:
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Currently, the institution has a policy to promote web-based
education. Thus, the institutional management provides the bud-
get for developing the web-based courseware. The computer
center is responsible for this project. They develop fully interactive
on-lineweb-based courses for five-basis courses that most students
have to take them. We will use these on-line web-based courses
this coming year.

Factorsthathaveless effect on the acceptance of online education for Thai key
informants are the control beliefs regarding government s policy, management
support, ethical considerations, and language barriers, as well as normative
beliefs regarding group influences (colleagues, friends, and supervisors). Examples
of Thai educators’ comments were as follows:

The government policy has an effect on the adoption of online
education in the way of providing the budget to the institutions.
For example this year, the government is trying to promote e-
learning. So the government is giving the budget to institutions for
an online education project. When institutions receive the money,
they have to use it. They try to set up the project for this funding;
they try to make it happen. However, some of them may not think
or consider that this is suitable for their courses, subjects, or their
students. Some of them follow others because others do it.

1 think if we use the English language, it will have an effect on the
adoption because English is not our language. Thai lecturers and
students will not familiar with it. Most of them prefer to have Thai
contents for Thais’ subjects. If it is in English, they will not like to
adopt it because they have to spend time for translating it. It will
take time to understand the lesson in English. However, many new
young generations begin to learn and try to use English nowadays.

1 think this depends on the individual. However, their colleagues,
subjects that they teach and their roles may influence others in
terms of if there is a good and interesting online courses and others
see it, their colleagues may want to do the same.

One thing that we should be concern is that itis not easy to manage
or persuade academic or lecturers to adopt or use online educa-
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tion. They all are teachers who teach a lot of students. Sometimes
you cannot tell them what to do or use, unless you convince them
or show them the real benefits that they will gain for using this. If
they see the real benefits for them, then they will adopt it.

IMPACT OF THAI CULTURE AND VALUES ON
THE ACCEPTANCE OF ONLINE EDUCATION

Afteranalyzing these influencing factors, itisapparent that Thai cultural values
have an impact on certain factors, including compatibility, group influence by
supervisors, management support and institution’s policy, government policy,
and language barrier. However, other factors are notimpacted by Thai culture
and values, including availability of technology, accessibility of technology cost
of technology, relative advantage, student demand, complexity, and trialability.
This section focuses only on those factors influencing online acceptance for which
Thai culture and value have been important.

Compatibility of Online Education

Many Thai educators agree that one factor thathas an effect on their decision
to adopt online education is the compatibility of the online courses with their
subjects, theirteaching style or their students’ learning culture. They indicate that
online education is not widely used in Thai education because itis not compatible
with Thaiteachingand learning culture.

Traditionally, Thai teaching and learning culture is based around a teacher-
centered model. Teachers control the environment of the classroom. ‘Chalk and
talk’ pedagogy predominates. The process of learning is not frequently discussed.
Inaddition, the cultural behavior of many Thai educators involves self-protection.
Many Thai teachers do not encourage their students to speak out or comment or
propose new ideas. If students ask questions or speak out, Thai teachers will think
those students lack respect for their teachers (Chatturachinda, 2001). Moreover,
many Thais lack experience in analytical thought. Unlike Western people who
believe in systematic analytical thinking, Thais lack experience in this style of
thinking. The question “why” is akey to understand a situation or clarify a point.
Thais are brought up within a hierarchical social system. Thus, they are not
encouraged to ask questions like “why,” or “why not?”’

There are variety of other Thai culture and values that have impact on this
factor. Thefirstvalueis “gratitude and indebtedness.” Thismeans thatmostof lower
rank people appreciate those higher rank people who have done favors for them.
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Thesecond valueis “merciful andkind.” This means the high rank behaves kindly
tothoseinthe lowerrank. These values are applied to Thai educators and students;
forexample, students should feel gratitude and indebtedness to their teachers. Also,
teachers should be generous with their effort and time in assisting their students
(Vichit-Vadakan, 1990). Thus, students do not dare to argue with teachers.
Everything thatteachers say is always right because teachers teach students and
give them knowledge so students should respect teachers and not argue back.

Anotherimportant Thai value thatimpact on the compatibility is “Kreng Jai.”
Thismeans the behavior or attitude of the individual that tries to control his/her own
desire or interest when there is a situation that is uncomfortable or conflicting or
when in the situation where there is aneed to maintain a pleasant and cooperative
relationship. In the educational environment, students are always reluctant to
interrupt or disturb teachers in the classroom while teachers are teaching; they try
toavoidasserting theirneeds or opinions; they are reluctant to ask questions when
they have not understood someone. The same attitude would apply in Thai
utilization of online education. For example, students would not feel that it was
appropriate to e-mail teachers. Likewise they would be reluctant to use an online
discussion forum.

Group Influence by Supervisors, Management Support,

and Institution’s Policy

Thai culture and values also impact on other factors, including group influence
by supervisors, management support, and the institution’s policy. As mentioned
earlier, the Thai social system is hierarchical in nature. The senior people are
expectedto guide, control, protect, support, and look after the needs of their juniors
oremployees like fathers do to their children. The communication in Thai society
tends to be from the top-down, so most junior people are more likely to absorb
things instead of initiate things. Many Thais believe itis the responsibility ofthe
supervisor or senior persontoinitiate. Dueto the hierarchical nature of relationships
in Thailand, Thai educators are more likely to adopt online education as aresult of
influence from exerted by their supervisors, or because of seniority. However,
many Thai supervisors donotunderstand much about online technology, because
thetechnology did notexistin their generation when they were young. Itisnew to
them and many ofthem are oldnow and do not want to learn new things. This may
be an obstacle for Thai educators who would like to adopt it, but do not do so
because their supervisors do notinitiate, support and encourage themto doit.

Another cultural value shared by Thais is the agrarian viewpoint. This value
dictates that there is no requirement for accountability inindividual sense. Thus,
Thais always work in a group where they share their responsibilities. Itisnotvery
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difficultto make individual stafftake responsibility. Thus, most staff would prefer
thatthe supervisor dictate the implementation of change, and take responsibility for
it(Holmesetal. 1996). Supervisor should setup institutional policy so that staffcan
follow. Thusinstitutional policy is animportant factor thatinfluences the willingness
ofacademic staffto adopt online education.

Another Thai value thathas animpacton this influencing factoris authoritarian.
Mostsupervisors or seniors have alow level of confidence in their subordinates’
capacity forleadershipand initiative. They also donotlike to share information with
theirstafforletthembeinvolved indecision-making. However, availability ofonline
educationmightresultinjunior staftbeing as well-informed—ifnotbetterinformed
—thantheirsuperiors. Thus, this Thai cultural value may impede educators in the
acceptance of online education.

Government Policy

Thai government educational policies also play arole in influencing Thai
educators to adopt online education technologies.

Thaieducationis administered by several government ministries depending on
the level of education. Atthehighereducationallevel, the Ministry of University
Affairsadministers public and private universitiesand institutions ofhigher learning.
Recently, the Thai government established the National Education Act 1999.
Among other things, this Act promotes the concept of “student learning centers,”
soastohelp Thai students to learn to think analytically. In particular, analytical
thinking can be promoted by online education. This is emphasized in the final
chapter of the Act, which focuses on technology for education. The policies
emerging fromthe National Education Act 1999 influences the acceptance of online
education in partbecause educators receive support from the government in terms
ofbudgets and infrastructure.

The Thai government has prioritized national technology such as Internet
connection to every district, both urban and rural, by 2004, and free or low-cost
Internet connections for schools and universities, in order to promote the use of
onlinetechnology.

The Thai cultural value called “bun khun” means thatif others help or provide
supportto one, then thatindividual should be appreciative and try to reciprocate.
Because the Thai government provides supportand funding to educators’ institu-
tions, bun khun dictates that those educators should be grateful and that there isan
obligationonthepartofthebeneficiarytoreciprocate, i.e., to follow the government’s
policies.
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Language Barrier

Duetothe factthat Thailanguage isthe only official language in Thailand, most
Thaipeopleuse only the Thailanguage when they study and communicate with each
other. A majority of Thai students study English, whichis the second language for
writing and reading (butmuch less for listening and speaking) inmost Thai schools
anduniversities (Holmesetal., 1996).

Despite the fact that English is studied in school, most Thai students and
educators perceive having to work in English as an obstacle. Ifonline educationis
conducted in English (e.g., requires accessing and absorbing the content of websites
thatare presented only in English), educators and students may not want to access
itbecause it takes time for them to read and understand the content. Also Thai
students would not find it easy to express their ideas in a language other than Thai.
Thus, languagebarrier is yetanother factor impacting educators’ decision to adopt
onlineeducation.

CONCLUSION

This chapter has presented an analysis of the challenges of adopting online
educationinthe tertiary sectorin Thailand. Data was gathered via in-depth semi-
structured interviews augmented by questionnaires, from 22 Thai educators. This
study found that themostimportantinfluencing factors inaccepting online education
for Thai educators are the availability of technology, cost of computer technology
and Internetaccess, accessibility to technology, compatibility, and relative advan-
tage. Other important factors are the user’s attitude towards I'T, student demand,
complexity, trialability, and institutional policy. Less influential factors include
government policy, management support, ethical considerations, language barrier,
and groupinfluence. Also, Thaicultureand values haveanimpactontheinfluencing
factors of compatibility, group influence by supervisors, management supportand
institution’s policy, government policy, and language barrier. Futureresearch is
planned to examine online education acceptance in other cultural settings and
compare the findings to those in the Thai context.
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ABSTRACT

The potential for the Internet and e-commerce in China and Chinese-
speaking nations (including Hong Kong, Taiwan and Singapore) is huge.
Many experts believe that China will have the second largest population of
Web surfers, after the United States, by the year 2005 (McCarthy, 2000).
Currently, the Internet population in China is doubling every six months
(CNNIC, 2001). There are many issues relating to China’s cultural aspects
and society, which can impact the design and content of Websites that are
directed towards Chinese audiences. Some of these issues include basic
differences between Chinese and American/Western cultures, family and
collective orientations, religion and faith, color, symbolism, ordering and
risk/uncertainty. Attention is given to the differences between the cultures of
China, Hong Kong, Taiwan, and Singapore, as well as addressing issues
brought up by related theories and frameworks. A discussion of important
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considerations that relate to using Chinese language on the World Wide Web
(WWW) is also included. Finally, insights are gained by examining Websites
producedin China and Chinese-speaking countries. This chapter will focus on
many of these issues and provide practical guidelines and advice for those
who want to reach out to Chinese audiences, whether for e-commerce,
education, or other needs.

INTRODUCTION

Therevolution ofthe Internetand the Web hasradically changed the way that
we live, work, and play, to the extent that for many, using electronic means has
become the norm rather than the exception. It may be assumed by some that
English-language sites, or perhaps those in European languages or Japanese, make
up the majority of what is onthe Web. However, one enormous, yet perhaps less
recognized emerging market forthe Web is the Chinese-language population, well
over a billion of them in mainland China alone, spread out throughout China,
Taiwan, Hong Kong, and Singapore, with many more “Overseas Chinese” living
throughoutthe world.

In fact, the Chinese market can be considered as potentially one of the largest
intheworld, eventhough currently itisin the early stages of development. Even so,
in 2000 there were close to 9 million computers connected to the Internet in China
(CNNIC, 2000), and the number of users exceeded 22 million (CNNIC,2001).
Allofthis growth occurred since 1996; Chinais now considered one of the top five
nations in terms of Internet use. Some experts predict that China is making strides
towards having the second largest population of Web surfers in the world. Clearly,
thereisavast potential market that has yet to be expanded and tapped to its fullest
potential.

Itshould be noted that while there is a very large potential market in terms of
total Chinese and Chinese-speaking population, the type of user who would be
using the Internetactually forms akind of subculture within the general population,
with characteristics including higher income and educational levels, and more users
inurban and metropolitan rather than rural areas. This is generally true for most
Chinese-speaking nations.

While there are a number of issues and impacts that relate to the use of the
Internetin Chinaand in Chinese-speaking nations, culture is the area on which this
chapter focuses. Culture is an important part of a successful Website or e-
commerce business, since instead of working within the cultural confines ofasingle
nation, such as that of the United States, cultural boundaries are crossed.
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Consequently, there are frequent diverse issues and considerations that come into
play.

Cultureisaman-made partofthe human environment. Thisdefinitionincludes
notonly the material features of the human environment, but also the conceptual
features—the beliefs, science, myths, religions, laws, and other tenants held by a
group of people. The importance of culture cannot be over-emphasized since it was
found that cultural programs will not work if crucial steps are omitted, which
happens when people unconsciously apply their own rules to another system. A
widelyused definition of culture is derived from Hofstede’s book (1991), inwhich
cultureis likened to mental programs, or “software of the mind,” using the analogy
of computer programming.

Factoring inthe effect of culture is important, since in many cases the goal of
a Websiteis tomarket something—a product, service, oridea. According to Mooij
(1998), culture is a fundamentally important aspect of marketing. Moreover, itis
important for marketers of one cultural system to understand and adopt the cultural
strategy ofthe system/nation itis attempting to marketto (Penazola, 1998). Several
cultural aspects need to be addressed, whether they are attitudes, behavior, or
values. Marketing strategies and tactics that may work effectively in one culture
couldresultindismal failure in another.

While these will be discussed in greater detail later in this paper, some of the
important considerations include properly targeting the local culture, the use of
effective symbols and meanings, managing social relations, and understanding
culturalidentities and ethnicity (Penazola, 1989; Bouchet, 1995). Inaddition, when
focusing on the Chinese market, such aspects as family orientation, importance of
Confucianism, and group orientation make up aunique approachtolifeand viewing
theworld, whichresults inimportantdifferences from Western cultures (Scarborough,
1998; Lai, 2001).

The organization of this chapteris as follows: to start offthe chapter, there will
be a discussion of some technical issues, including those relating to Chinese
language, fonts, and the display of Chinese on Websites (from browsers). This is
followed by adiscussion of the characteristics of the average Chinese Web surfer,
with an attempt to identify some important characteristics of which Website
creators should be aware.

The nextsection examines Chinese culture inmore detail, starting from the
perspective of certain theoretical frameworks, followed by areview of some ofthe
key cultural factors which would impact the marketing of products and services (e-
commerce) to Chinese audiences. From here, the chapter turns to an examination
of some of the specificissues and differences which are present when it comes to
Websites being directed towards Chinese audiences in China, Hong Kong,
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Taiwan, and Singapore. The chapter concludes with some general conclusions
gained from the concepts and principles discussed throughout the chapter.

CHINESE LANGUAGE SITES: LANGUAGE AND
FONT ISSUES

One ofthe firstissues that comes to mind when discussing Chinese sites is the
issue of language. Chinese differs from Western languages in that “words” are not
represented by groups of alphabets, but rather by complex characters that are
displayed pictorially rather than as text. In addition, there are differences in terms
ofthe appearance of characters: simplified characters are generally used in China,
while traditional characters are used in Taiwan.

There are different ways of representing Chinese, depending on whether itis
based froma PC, or from the Internet through a Web browser. From the earlier
days of computing when computers could only work with English and had difficulty
with foreign languages and characters/alphabets, computers have made great
strides inbeing able to handle Chinese. Most computers are able to handle Chinese
inone of three ways: Localization for Chinese is the firstapproach. The operating
system comes with Chinese fonts and allows for the inputand display of Chinese
characters. Theusersees all of the textand commands in Chinese. In general, these
kinds of systems are best for people who communicate mainly in Chinese and do
notunderstand English, as in China and Taiwan. Generally speaking, this requires
the use of a specialized operating system such as Microsoft’s Traditional or
Simplified Chinese Windows.

Anothermethodistousea Chinese language add-on program that works in
conjunction with the operating system. Using software such as TwinBridge’s
Chinese Partner for Windows or the Chinese Language Kit for Macintosh, itis
possible to display and write Chinese on a computer. They would support the
display and usage of Chinese characters using applications software, such as for
word processing or Web browsing.

Astechnology and software sophistication advances, itis now possible to
work with Chinese characters directly. The characters are stored using auniversal
computerencoding method called Unicode and canbereadily displayed as Chinese
text, provided that the appropriate Chinese fonts are loaded into the system and
software. Software such as Microsoft Office, Internet Explorer and Netscape
Navigator, and many programs written in Java are examples of such software.
Currently, among the computing systems that can handle Chinese characters are
DOS, Windows, Macintosh, and Linux.
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Asstated, itisnow possible to have a computer operating system that operates
in Chinese, and even English language-based computers can work with Chinese
characters, using various font sets and software add-ons that display the characters
inavariety of styles. Interms ofthe Internet, Web browsers have become equipped
with theability tounderstand Chinese character encoding and to display characters
to the screen.

In fact, there are two main ways that Chinese can be displayed on a Website:
asanencoded character using either Big5 or GuoBiao, or as a graphic. Inthe case
ofencoded characters, the specialized software mustbe available or installed so
thatthe appropriate characters can be displayed. Often this requires nothing more
than settingup a certain configuration or downloading and installing some add-on
software. The other option, to display itas a graphic, is simpler for the user,and does
notrequire any additional effort on the part of the viewer, but may take time to load
and be slower. Other available options include the ability to display pinyin
(Romanizations) of the Chinese language in an English-like alphabet, and also to
display Chinese in the traditional vertical rather than horizontal format. Please see
the Websites listed at the end of this chapter for further information.

CHINESE WEB PAGE: TECHNICALISSUES

Fromthe preceding general introduction, it would be useful to examine some
ofthese issues in more detail.

Chinese Character Encoding

Asmentioned, twomajor Chinese character encodings are Big5 and GuoBiao
(GB).Big5 encodes traditional characters and is used in Taiwan and Hong Kong,
while GB encodes simplified characters and isused in Mainland China. Another
encoding, Unicode, can be used for both simplified and traditional Chinese.
Unicode is supported by both Netscape and Internet Explorer browsers. Since
usingadifferentencoding will bringup differentcharacters, some Websites offer the
same information in several differentencodings. The alternate optionisto display
characters as graphic images so thatthey can be viewed on differentbrowsers. This
approach has the advantage of ease of use, buthas twomajor disadvantages: itcan
be more difficultto update the content of a page; and the graphics can take extra
time todownload.

Encoding Chinese on the Web

The two major Web browsers both have the ability to display Chinese
themselves, aslong as a Chinese fontis loaded into the system. They canalsoread
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the type of encoding to use from the Web page itself. The browser can then use this
information to properly display the Web page. Knowing which encoding touse is
important since abrowser that tries to display a page in Big5 as if it were GB will
notdisplay the characters properly.

Itis possible to set up an automatic means of choosing the character set by
addinga META tagtothe HTML ofthe Web page. Itis placed with the header,
between <HEAD>and </HEAD>, in the same general place where the TITLE
goes. This tag will specify the encoding in the charset entry, such as charset=big5.

Managing Chinese Fonts

Ingeneral, one can specify the desired Chinese fontby usingthe HTML FONT
tag witha FACE attribute. The page can specify what font touse indisplaying the
tagged text. In cases where the specified font does not support Chinese text or the
font itself does not exist on the user’s system, this can cause the browser to
incorrectly display the Chinese characters. This problem canbe alleviated when
using Internet Explorer, as the browser may substitute other similar fonts, butcertain
versions of Netscape Navigator will not. To make Web pages viewable on the
maximum number of browsers, itis recommended to not specify what fonttouse
onpages with Chinese text, butto instead let the browser use its default Chinese
font.

Earlierversions of Netscape and Internet Explorer did notinclude support for
Asian languages, including Chinese. These early browsers used blank spaces to
locate where one word ended and the next one started. Since Chinese doesnotuse
spaces, the browser could possibly break up the Chinese text in inappropriate
places, including in the middle ofa double-byte character, or not break the line at
all, allowing the text to run off the side of the page or window. Some Web pages
would add aspace in between each character to attempt to alleviate this problem.
Asaresult, evenifthe browser did not know how to handle Chinese, it would still
find appropriate places to break it into lines.

With the newer Web browsers that can understand how to properly display
Chinese text, the use of spacesis no longer critical. Butusers creating Web pages
thatmay need to be displayed on older browsers or English-only browsers should
beaware of thisissue.

Ruby Annotations

Aside from Chinese characters, itis sometimes desired to add annotations to
the Chinese characters. This could include the use of Pinyin or Wade-Giles
Romanizations to accompany the characters, or the use of Zhuyin Fuhao
(bopomofo), whichis asetof symbols resembling akind of alphabet that can be
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usedto “spell” Chinese characters. It was developed as atool for learning to read
and pronounce Mandarin Chinese. These kinds of annotations are known as Ruby
Annotations, and accompany a set of Chinese characters in the main body ofthe
text. Itcanalso beused to add pinyin above a Chinese character or in conjunction
with vertical text support to add bopomofo next to a Chinese character. MS
Internet Explorer 5.0 and above supports the use of the RUBY tag.

Vertical Text

Western languages typically display text horizontally, from left to right.
However, traditionally, Chinese is displayed vertically from top to bottom. Itis
possible, based on the specific browser and version used, to specify whether the
textistobe displayed horizontally or vertically. Starting with MS Internet Explorer
5.5, Webpages will have the ability to display vertical text in the traditional format
formerly used in Chinaandstill currently used in Taiwan.

WEB PAGE CREATION SOFTWARE
Specifying Page Language
Whenusing special Web design software design Web pages, itis possible to
specify whatlanguage the Web page is inand what language it should be displayed.
The language specification helps the browser to properly display your Web page.

Avoiding Ampersand Escapes

Anotherproblem that can occur when creating Chinese Websitesisaresultof
the factthat Chinese characters are encoded outside the normal ASCIIrange used
by English letters, numbers, and symbols. When interpreting these symbols, some
Web editor programs can confuse the character bytes used for Chinese for other
bytesusedto create special characters and then do strange things such as generating
special ampersand escape sequences that can affectthe display ofthe Chinese text.
Eventhough pages created this way may be viewable to the end user, Web page
creators should make sure their pages donotencode the Chinese bytes in this way.

Viewing Chinese Web Pages

Most recent versions of Internet Explorer and Netscape Navigator can
support Chinese without the use of additional software. Only the correct font is
needed, and there are many fonts you can download for free. Microsoft, for
example, offers downloadable language packs for Simplified and Traditional
Chinese.
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Installing these language packs will automatically setup Internet Explorer to
display Chinese. Netscape generally requires one more step. From Netscape’s
mainmenu, select “Edit,” then “Preferences.” In the window that appears, select
“Appearance’” and “Fonts.” Firstselect “Simplified Chinese” forthe encoding, and
choose “MS Song” or “MS Hei” for the proportional and fixed length fonts. For the
“Traditional Chinese Encoding,” select “MingLiU” as the font.

Asyousurftodifferent Chinese Websites, two issues should be noted. Some
Webpages “know” that they are in Chinese, and the browser will automatically use
the available Chinese fonts to display the characters. For Web pages that do not
have this information, you canmanually change to Chinese. On Netscape, this is
done from “View” and then “Character Set” on the main menu. On Internet
Explorer, this canbe done from “View”” and then “Fonts”. These fonts will also allow
youtoread (in Netscape Messager and Outlook) and write (in Outlook) Chinese
ine-mails.

THE CHINESE WEB SURFER

Whatare some of the characteristics of the Chinese Web surfer? Asmentioned
earlierin this chapter, despite difficulties in gaining access to the Internet, whether
itbethe cost, restrictions placed by the government, slow access speeds, or the lack
ofavailability in certain areas, the Chinese are very enthusiastic about getting onto
the Information Superhighway. In fact, according to CNNIC (2001), the number
of users is increasing by 33% per year, while the total number of Websites has
increased dramatically.

Mostofthe users ofthe Internet in China are from the major cities, including
Beijing, Shanghai,and Guangzhou. While the majority of China populationis found
inrural areas, there is a strong tendency for users to be concentrated in cities and
urban areas. A strong focus on urban issues, concerns, and interests should
therefore be taken into account when designing a Website fora Chinese audience.

Generally, more (roughly twice as many) males than females are online, and
mostofthey are young. The majority of Internet users are under 25 years of age.
Many havea college education, are students, and/or have a professional employ-
mentingovernmentor industry.

DESIGNING FORCHINESE:
WEB DESIGN FOR CHINESE SITES

As a starting point, it would be useful to examine what are some of the
distinctive aspects of Chinese culture, especially those that could relate in some way
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tothe marketing and effectiveness of Websites. Chinese culture is unique, and two
commonly used terms express this: Zhong Guo, the Chinese word for the country
itself, means “the center of the world,” expressing beliefthat Chinais unique and an
important force in the world. In addition, Guo Qingreflects the fact that Chinais
aspecial, important country thathas its own distinctiveness and uniqueness.

In general, culture was characterized by Nathan (1998), as the traits that define
the uniqueness of a culture, which differentiate it from others. In the case of Chinese
versus Western (American) culture, these differences are described by Xing (1995)
inTable 1.

HOFSTEDE’S DIMENSIONS OF CULTURE

The Dutch cultural anthropologist Geert Hofstede conducted detailed inter-
views of hundreds of IBM employees from 1978 to 1983. Through statistical
analysis, he was able to determine patterns of similarities and differences among the

Table 1: Chinese Versus American Culture (Adapted from Xing, 1995)

Chinese American
Intuitive Rational
Aesthetic Scientific
Introverted Extroverted
Self-restrained Aggressive
Dependent Independent
Procrastinating Active
Implicit Explicit
Patient Impatient
Group-oriented Individualistic
Continuity Change
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employees. Fromthisanalysis, he formulated atheory that world cultures vary along

aseries ofdimensions. Since his subjects were all from onemultinational corporation’s

worldwide employees, and thus to one company culture, he attributed their

differencesto the effects of theirnational cultures. Inthe 1990s, Hofstede published

his research in Cultures and Organizations: Software of the Mind (Hofstede,

1997). His focus was on highlighting essential patterns of thinking, feeling, and

acting. These cultural differences are found in a culture’s choices of symbols,

heroes/heroines, rituals, and values (Marcus & Gould, 2000; Hofstede, 1997).
Hofstede identified five dimensions in his research. His five dimensions of

culture were as follows:

*  Power-distance

*  Collectivismversusindividualism

*  Femininity versusmasculinity

*  Uncertaintyavoidance

*  Longversusshort-term orientation

Power Distance

Power distance (PD) refers to the extent to which certain less powerful
members expectand acceptunequal power distribution within a culture. High PD
countries tend to have centralized political power, and exhibit hierarchies in
organizations with large differences in salary and position. Subordinates may view
the “boss” inamore benevolent manner, and have no problem doing as they are
told. Parents and teachers are respected. Inequalities in status are not interpreted
inanegativeway. Low PD countries tend to have flatter hierarchies in organizations
and smaller differences in salaries and status. Parents and children, and teachersand
students, may view themselves more as equals.

Hofstede believes that these PD differences can be attributed to cultural
traditions hundreds or even thousands of years old. These may not disappear
quickly from traditional cultures, even with the increased influence of global
communications. Power distance may influence the following aspects of user-
interface and Web design:

*  Accesstoinformation: High PD cultures exhibit more structure, with low PD
cultures exhibiting less structure. Inaddition, there are more complex hierar-
chies and “taller” ones for high PD cultures than for low PD cultures.

*  There is also a greater emphasis on the social and moral order (e.g.,
nationalismorreligion) and its related symbols for high PD as opposed to low
PD cultures. This same emphasis applies to symbols thatrelate to expertise,
authority, experts, certifications, or logos. The leadership of a nation is
emphasized and prominently displayed.
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Other characteristics might include an emphasis on security (restrictions to
access) in the site, as well as the expression of social roles (manager’s private
section as opposed to those for general users). In general, it could be stated that the
Chinese tend to exhibit more of a tendency towards high PD, and that the use of
appropriate symbols and expressions of power and authority would be appropriate
(Marcus & Gould, 2000; Hofstede, 1997).

Individualism Versus Collectivism

Individualismimplies that individuals are expected to look after one’s selfor
immediate family butno oneelse. Hofstede found thatindividualistic cultures value
personal time, freedom, challenge, and such extrinsic motivators as material
rewards atwork. In familyrelations, they value honesty/truth, talking things out, and
maintaining self-respect. Their societies and governments place individual interests
over the group, value privacy, emphasize voting and freedom of the press, and
profess theideologies of self-realization and freedom.

Collectivismdiffers in thatitimplies that people formstrong, cohesive groups
that offer protection in exchange for loyalty. Collectivist cultures value training,
physical conditions, skills, and the intrinsic rewards of mastery. In family relations,
they value harmony more than honesty/truth, and strive to maintain “face.” Their
societies and governments place collective interests over the individual, favor laws
andrights for groups overindividuals, exercise control over the economy and press,
andprofess theideologies ofharmony, consensus, and equality. The characteristics
of Chinese society imply aleaning towards collectivism.

Therefore, collectivism may influence the following aspects of user-interface
and Web design:

*  Motivationbased on personal achievementis underplayed in favor of group
achievement.

*  Successisdemonstrated through achievement of group agendas.

*  Rhetorical style includes the use of official slogans and a desire to reduce
controversy.

*  Prominenceis givento wise leaders and states of being.

*  Anunderlyingsense of social morality, with an emphasis onrelationships.

*  Marked emphasis ontradition and history (Marcus & Gould, 2000; Hofstede,
1997).

Masculinity Versus Femininity (MAS)
Hofstede focuses onthetraditional assignmenttomasculineroles ofassertiveness,
competition, and toughness; and to feminineroles an orientation towards home and
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children, people, and tenderness. In masculine cultures, the traditional distinctions
are strongly maintained, while feminine cultures tend to collapse the distinctions and
allow the overlapping of genderroles. Traditional masculine work goals include
recognition, advancement, and challenge. Traditional feminine work goals include
goodrelations with supervisors, peers, and subordinates, good living and working
conditions; andjob security.

Chinatends to exhibit the characteristics associated with ahigh masculinity
(MAS) index value, which seems to indicate an emphasis on dominant masculine
roles. Since Hofstede’s definition focuses on the balance between roles and
relationships, itis believed that masculinity and femininity may be expressed onthe
Web through different emphases. High-masculinity cultures would supportthe
followinguser-interface and design elements:

*  Traditional gender/family/age distinctions

*  Worktasksandroles, with quick results desired

*  Navigationoriented towards exploration

*  Gainingattention through games and competitions

»  Useofgraphics,sound, and animation (Marcus & Gould, 2000; Hofstede,
1997)

Uncertainty Avoidance (UA)

People can feel anxiety aboutuncertain orunknown matters, which is different
fromthe feeling of fear caused by known or understood threats. Cultures can vary
intheiravoidance ofuncertainty, with differentritualsand values regarding formality,
punctuality, and tolerance forambiguity.

In general, cultures with high uncertainty avoidance tend to have high rates of
suicide, alcoholism, and accidental deaths, and higher numbers of prisoners per
capita. Businesses may have more formal rules, require longer career commitments,
and focus on tactical operations rather than strategy. People in high UA cultures
seemactive, emotional, aggressive; dislike ambiguity; and wantto helpmake events
clearly interpretable and predictable. In high UA cultures, whatis different may be
viewed as athreat, and whatis “dirty”’ (unconventional) is often equated with what
isdangerous.

By contrast, low UA cultures tend to have higher caffeine consumption, higher
heart-disease death rates, and more chronic psychosis per capita. Businesses may
focus more on long-range strategic matters than day-to-day operations. These
cultures tend to be less expressive and less openly anxious; people behave quietly
withoutshowing aggression or strong emotions. Inthese cultures, whatis different
may be viewed as curious, or evenridiculous.
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Based on this definition, uncertainty avoidance may influence various aspects
ofuser-interface and Web design. High-UA cultures would tend to emphasize the
following:

+  Simplicity, with clear metaphors, and limited choices

*  Navigationschemes thathelp preventusers from becominglost

*  Mentalmodels and help systems that focus on reducing “user errors”
*  Redundantcues (color, typography, sound, etc.) to reduce ambiguity

Low UA cultures would emphasize the following:

+  Complexity with many contentand choices

*  Anacceptance or encouragement of wandering and risk

*  Lesscontrol ofnavigation

*  Mental models and help systems that focus on understanding underlying
conceptsrather than tasks

*  Codingofcolor, typography, and sound to maximize information (Marcus &
Gould, 2000; Hofstede, 1997)

Long Versus Short-Term Orientation
Hofstede developed an additional dimensionto his original set, as long-term
orientation seemed to play an important role in Asian countries that had been
influenced by Confucian philosophy overmany thousands of years. Hofstede found
such countries shared these beliefs:
*  Astablesociety requires unequal relations.
*  Thefamilyistheprototype ofall social organizations; older people (parents)
have more authority than younger people, and men more than women.
*  Treatothersasyouwould like to be treated.
*  Acquiringskillsand education, working hard, and being frugal, patient, and
persevering.

Western countries, by contrast, were more likely to promote equality,
individualism, and finding fulfillment through creativity and self-actualization. When
Hofstede developed asurvey specifically for Asiaandreevaluated earlier data, he
found thatlong-term orientation cancelled out some of the effects of masculinity/
femininity and uncertainty avoidance. It was concluded that Asian countries are
oriented more towards the search for virtuous behavior while Western countries are
oriented to beliefand the search for truth. China was found to have a very high long-
termorientation.

Based on this definition, high LT countries would emphasize the following
aspects of user-interface design:
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*  Contentfocused onpractical value and issues

*  Relationships should function as asource of information and credibility

*  Patienceinachievingresults and goals (Marcus and Gould, 2000; Hofstede,
1997)

Aside from Hofstede (1997), there is also Appadurai’s (1991) Five Dimen-
sions of Cultural Flow, and King’s Towns and Landscapes (1991), all relevant
theories of globalization. Appadurai attempted to capture the ways in which cultures
relate to and influence each other. These include the following five dimensions:

King(1991)claimsthatthe Internetallows “the global diffusion of information,
images, professional cultures and sub-cultures, supported by international capital
flows.” Both of these models support the concept that culture exists on, and isan
important component of, the Internet, and should be taken into account whenever
a Website is intended to be globalized.

Combined with this are some specific characteristics of the Chinese which are
important to consider when targeting sites for e-commerce and related purposes.

First, there are elements of traditional Chinese culture, which even in our
modern-day society still carry weight in Chinese societies. These include the
influences of Chinese philosophy, including Confucianism, Taoism,and Buddhism.
The influences of these helped to create a sense of practicality, together with
philosophical views oflife, in Chinese culture.

Some of the traditional values which are important to be aware of when
interacting with Chinese culture include respect for the elderly and social status,
“face,” the use of color, and various traditions which are associated with various
aspects of life. These traditional values and profiles below in the table.

Table 2: Appadurai’s Five Dimensions of Global Cultural Flow (1991)

Ethno-scapes Flows of people—users and the Internet

Finanscapes Currency and stock exchanges — Internet

and e-commerce

Ideo-scapes The distribution and proliferation of state

and counter-state messages over the

Internet
Mediascapes Images of media and information
Techo-scapes Technological products and equipment for

the Internet
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Unlike the United States and other Western cultures, the culture is influenced
by Confucianism, inwhich thenotions of societal harmony, and of respect for family
and elders. As discussed by Xing (1995) , many Chinese attach a sense of
importance to being a part of a group, rather than emphasizing their own
individuality. Inaddition, Confucianism emphasis the moderate, “middle” path to
things, instead of being to one or the other extreme.

In addition, there are a number of other characteristics of Chinese culture
whichare of importance when examining commerce in China. These include the
conservative nature of Chinese society, the respect for conformity and authority,
brand loyalty, and resistance to new products and ideas. In general, compared to
Westernsocieties, the Chinese are generally more conservative, and tend toavoid
uncertainty, while preferring continuity and amore conservative view of the world
(Scarborough, 1998; Jing, 1993).

Also, theattitude towards marketing and advertising differs in that authority is
respected, and when arespected figure is seen promoting a product, it tends to
improve effectiveness of the promotion. Social aspects such as conformity tonorms
and worries about the opinions of others are more a factor than in the West (Jing,
1993; Yau, 1988). Also, brand loyalty seems to be rather strong in Chinese cultures

Table 3: Chinese Cultural Traditions (Adapted from Lee, 1986)

Cultural Tradition Description

Respect for Elders Elderly people are respected in
Chinese culture.

Respect for Social Status | Gender, age, job status, government
authority, law.

“Face” Importance of “‘saving face”; avoiding
embarrassment

Education Education is highly valued in Chinese
traditional culture.

Dragon An important symbol in Chinese
culture.

Color Red symbolized “happiness”
White and black symbolize
“mourning”’
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(Yang, 1989). In connection with this, tradition seems to be considered more
importantthan innovation, and some new products and services may be met with
some resistance and skepticism, especially if it is viewed as being “socially
unacceptable” at that early stage (Yang, 1989). It would also be possible to
generalize these tendencies to the fact that the Chinese are more concrete and
traditional in their thinking, as opposed to the West, where there may be a stronger
influence of abstract thinking and imagination (Li, 1998).

Otherinteresting insights include the important ofemphasizing the geographical
areas in which Chinese users are residing and accessing the Internet, the role of
language, and transitional aspects of Chinese culture. According to a study
conducted by Lai (2001), many Chinese Internet users are more interested inand
concerned with the news and information which relates to their immediate geo-
graphical area. For instance, if someone resides in Beijing, he or she would have
greater interestin Internet delivered content ifitis focused on Northern Chinaand
the Beijing arearather than Guangzhou or Jiangxi, for example. Local services, or
those which focus ona certainregion, and deliver information such as local news,
weather, or chatwould have the mostappeal. For instance, inthe Sina.comsite, the
highest hit rates were reported on the Beijing and Shanghai local news and
information, and also “city union” chat services (Sina Survey in Major Cities of
China,2001).

Language also appears to be a key factor. While many of the sites which
currently existing on the Internetare American-culture oriented, and presented in
English, many experts predict that the Internet will become increasing global-
oriented in the coming years, and that the influence of China will contribute toa
major shiftinthis current trend (Gupta, 2001). Language is an important part of
China’s cultural tradition, and therefore the effective use of Mandarin Chinese in
Chinese Websites appears to be of critical importance (Woodfield, 1995)

Thisis particular true inmainland China (People’s Republic of China), where
Mandarin is considered the official and main language, unlike Hong Kong or
Singapore, where there isamuch stronger bilingual emphasis, and many people are
well versed inboth Chinese, English, and other languages. Whileitis true that many
Chinese, especially those who are younger and college-educated, have studied and
cancommunicate effectively in English, itappears that overall, the preference and
emphasis of communicationsis in Chinese. This could be attributed not only to the
ease of communicating in the native language, butalso due to a sense of tradition
and pride inusing Chinese. Inaddition, there are expressions, phrases, nuances and
shades of meaning in Chinese that cannot always be expressed in the same way in

English.
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THE ISSUE OF TRUST

Nodiscussion ofthe Internet and e-commerce would be complete without a
discussion of the issue of trust. Since e-commerce is in factanew form of doing
business, the cultural aspects of Chinese society as they relate to business and trust
are importantto examine.

While the market in China for the Internet is indeed huge and many Chinese
are eagerly getting online every day, only asmall percentage (roughly 20 percent)
havedone any shopping online. Partofthis is the limited use of credit cards in China,
which contributes to making e-commerce transactions more difficult than in the
United States and Europe.

Alargerissueisthenotion oftrust. For goodrelations, especially those relating
tobusiness, itis important to maintain good guanxi (“relationship”in Chinese). The
definition of guanxi could be expressed as the existence of connections in order to
secure favor in personal relations (Brunner, Chan & Zhou, 1989). While important
ininterpersonal relationships, guanxiis especially critical in business, where having
guanxi can considerably improve how well a firm cando. Clearly, thisis one aspect
ofabusinessrelationship whichis notthe mosteasily accomplished when using the
Internet.

Inaddition, in Chinese business there is often aneed, or expectation for face
to face contactin order to build up a sense of trust. This relates back to the earlier
discussion of Hofstede’s notion of individualism-collectivism, where Chinese
culture, based on the underpinnings of Confucianism, is generally collective.
Confucianismalsoisin favor ofthe evaluatingapartner’s pastand present behavior,
whichisaprerequisite for trust. Therefore, when dealing with uncertainty, which
1sthe case of business, the need still exists for some kind of face-to-face contact.
This s further supported by the connection between collectivism and high power-
distance, which is contrary to the expectation that e-commerce is alow power-
distance activity. Clearly, one of the problems thate-commerce is facing in China
may be duetoalack oftrustboth in the onlineretailers and in the concept of buying
something without face-to-face contact and without guanxi.

REGIONAL CULTURAL ISSUES FOR CHINESE
WEB/E-COMMERCE SITES

In the previous sections, discussions were focused on the effective use of
cultural aspects to improve Websites for e-commerce and other purposes in China.
In this section, some of the differences between the major Chinese-speaking
regions are discussed.
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China.Users inMainland China generally are young, college-educated, and
reside in the major cities. They generally prefer to surf and use the Internet in
Mandarin Chinese, and currently there are emphases on more traditional and risk-
adverse products and services. However, the markets are changing and the
situationmay be differentina few years. The use of simplified Chinese throughout
Chinawould require the use of GuoBiao (GB) or Unicode encoding.

Hong Kong. Because of its cosmopolitan nature and British influence (a
former British colony), the use of English is more widespread in Hong Kong as
compared with China, and more Western influences have taken hold. Therefore,
the use of both Chinese and English on the site, or having two language versions for
the same site, might be appropriate. In addition, Hong Kong being in the South of
China, and having as its native dialect Cantonese, has its own written version of
Cantonese thatis combined with Mandarin. The interpretation of this language
requires both aknowledge of spoken Cantonese and written Mandarin (Chang,
2000).

Taiwan. While considered by Chinato be one of its provinces, butaseparate
nation fromits own perspective, Taiwan uses traditional Chinese characters, and
users there would likely notonly have difficulty understanding simplified characters,
butthere would be anegative reaction to the use of these. The use of traditional
charactersis strongly recommended.

Singapore. Singapore is more like Hong Kong in that its orientation is more
inherently global. A former British colony, ithas been on the forefront of the Internet
revolution, and currently has not only a well-developed Internet infrastructure, but
anationwith the largestnumbers of Internet surfers in Asia. Itis also the fourth-most
information-driven economy in the world. Web surfers, like those in other Chinese-
speaking countries in Asia, are generally, young (29 oryounger). A typical example
is most likely male, with at least a secondary school education. The types of
applications most favored and used in Singapore include many of the same which
Americans favor—e-mail, chat,news, games, and obtaining information for various
needs. Much like the U.S., books and computer products appear to be the top
purchases online, however surfers in Singapore tend to purchase more food and
grocery products online than Americans.

Singapore, because of its unique mix of multiculturalism, influence of technol-
ogy, and Westernization, has somewhat different orientation than China, for
example. Thereisamuchstrongerinfluence of modernization, Westernization ofthe
youth, apredominantly masculine culture, and astronger influence of individualism.

Anotherinteresting phenomenon thatis unique to Singapore is the concept of
“kiasuism” (Milakov, 1995), whichis described as being “going for one’s own
interest, at the expense of the common good.” This could be captured more
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concisely asbeing “‘success-driven,” orasbeing “extremely competitive.” The fast-
moving nature of Singapore and the desire to succeed is one of the traits that have
become engrained into Singapore culture, and perhaps can be captured in terms of
success and advancement oriented products and services viathe Web.

Also, there are subtle language issues to be considered for Singapore as well.
People in Singapore, because of the multitude of cultures and nationalities, have
developedtheirownkind of slang called “Singlish.” This combines English with
words and expressions from languages including Malay, Mandarin Chinese, and
fromvarious Chinese dialects. Theresultisamixed language thatis generally unique
to Singapore. While notan official language by any means, ithas beenreported by
some various business persons from outside Singapore that an understanding of
“Singlish” was important to their success of their projects and business endeavors
(Milakov, 1995).

CHINESE WEBSITES

Of course, there is no better way to examine Chinese Websites than by
examining some of these sites themselves. Several different Websites have become
dominantinthe Asianand the Chinese-language community, and these are profiled
briefly below:

*  Sina.com(www.sina.com). Thisinanimportant Chinese language portal, and
onethatbillsitselfasa“Chinese community online.” In fact, the site actually
is composed for four sites, each one targeting a certain group or market:
China, Taiwan, Hong Kong,and overseas Chinese. In China, www.sina.com.cn
isone ofthe top visited sites.

*  Netease.com(www.163.com). Another major Chinese language site. China-
oriented audience, simplified characters.

*  Sohu.com(www.sohu.com). The sitename means, “search fox.” Sohu.com
is another leading portal in China, which includes search engine services
(Chinese and English), e-mail, chatrooms, news, etc. Itis designed to appeal
to China’s younger generation.

Otherimportant portals and sites include 163 e-Post Office (www.163.net),
Capital Online (www.263.net), China.com (www.china.com), Yahoo! China
(www.yahoo.com.cn)and Eastnet (www.east.com.cn).

SUMMARY AND CONCLUSION

Inthis chapter,anumber of issues and considerations with relation to Chinese
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cultural and Website/e-commerce design were discussed, and clearly, there are a
number of important considerations and issues which should be noted when
creatinga Website or e-commerce site for Chinese audiences.

Tostart, the Chinese value using their language. Whether it be simplified or
traditional Mandarin Chinese, the use ofthe language implies respect and under-
standing of Chinese culture. Because oftechnology developments, itis notdifficult
technically to display Chinese, although it may require the services of an effective
translatorin order to be certain that the language being presented is correct. There
is currently the option either to display Chinese using encoded Big5, GB, or
Unicode, or to create the characters as graphics images and it display them as
pictures. The advantage of graphics is that they donotrequire any additional effort
or software onthe part of the users. However, the use of graphics often would result
in slower download and page load times. There are many resources that are
availableto assist firms and individuals inmanaging translations, fonts, and related
issues. There are also the differences that are attributed to which location you are
attempting to target. If you are targeting the Chinese mainland, the use of the
simplified charactersis called for. Taiwanuses traditional characters. Hong Kong
and Singapore, for example, could have a bilingual site with both Chinese and
English.

Cultural traditions, while not quite as strong as in the past, still exist, and Web
designers need to be sensitive to the many complexities of a civilization that has
developed over thousands of years. The social aspects of guanxi and its role in
business are also important to understand. In conclusion, marketing to or commu-
nicating with Chinese audiences over the Internetis acomplex task, but one which
canyield greatbenefits and opportunities.
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