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ABSTRACT

Small firms’ use of e-business is limited, and little is known about what drives them to embrace
e-business. Using survey data from 354 small and medium-sized enterprises (SMEs) in the UK
West Midlands, this paper investigates e-business use and drivers. It first discusses different
growth strategies adopted by SMEs and then reviews Internet adoption in SMEs. Drivers and
inhibitors of e-business are identified. Three research questions are derived: Does strategic
intent drive e-business adoption, and is it a factor of market position or product innovation? Is
this consistent across sectors? How is strategic intent and industry adoption influenced by the
enablers and inhibitors of e-business adoption? This research demonstrates that strategic
intent influences decisions to invest in e-business. Those SMEs remaining in their existing
markets are the least likely to invest, primarily due to the [nternet not being seen as necessary
for growth. Product innovation rather than market penetration drives e-business, and e-business
drivers and inhibitors provide insights into this.

Reproduced with permission of the copyrightowner. Further reproduction prohibited without permissionyypy

Keywords: e-commerce in SMEs; e-commerce managerial issues, e-commerce problems;
e-commerce risks; small to medium-sized enterprises (SMEs)
INTRODUCTION port the development of this sector. Gov-

Small to medium-sized enterprises
(SMEs) (firms with 10 to 249 employees
under the EU definition) are a vital and
growing part of many economies. The
Internet is seen as a critical technology
by governments around the world to sup-

ernments have instigated intervention
projects and offer financial incentives to
encourage SMEs to adopt the Internet and
subsequently to develop e-business sys-
tems that will enable them to trade more
effectively with business partners (Evans,
2002; Zhu et al., 2003). Despite this ef-
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Figure 1. Strategic intent framework (Adapted from Ansoff, 1965)

Current Product

New Product

Present Market | Market Penetration Product Development

Future Market | Market Development | Diversification

fort, penetration of e-business in SMEs is
slow (Kendall et al., 2001).

The limited research into Internet
adoption and e-business in SMEs reveals
perceived benefit as the major driver
(Mehrtens et al., 2001; Poon & Swatman,
1999). Other factors, however, may influ-
ence SMEs’ decisions to invest in e-busi-
ness. For example, research identifies
SMESs’ adoption of information and com-
munication technologies (ICT) to manage
and grow as either cost or valued-adding
(Levy etal.,2001), largely depending upon
the firm’s strategic intent. This paper in-
vestigates whether and in what way stra-
tegic intent affects SMEs’ attitudes to-
ward Internet adoption. It also considers
drivers and inhibitors of e-business adop-
tion to determine any relationship between
these and strategic intent. Here, strategic
intent encompasses two dimensions: mar-
kets and products. Most SMEs plan growth
through some combination of these (Storey,
1994).

The paper surveys SMEs in the UK
West Midlands to investigate these issues.
It first discusses different growth strate-
gies adopted by SMEs and then reviews
Internet adoption in SMEs. Drivers and in-
hibitors of e-business are identified. Three
research questions are derived: Does stra-
tegic intent drive e-business adoption, and
is it a factor of market position or product
innovation? Is this consistent across sec-
tors? How is strategic intent and industry

adoption influenced by the enablers and
inhibitors of e-business adoption? Survey
data is used to address these questions, and
the implications are analyzed.

SMES AND STRATEGIC INTENT

Strategy is action taken by the firm
once in business (Storey, 1994); market
positioning; new product introduction, and
technological sophistication are usually the
key drivers. Storey suggests that it is the
relationship between the entrepreneur, the
SME’s strategy, and its context that is im-
portant for growth. Strategic intent in SMEs
may be understood using Ansoff’s (1965)
framework. He identifies four strategies for
growing businesses (Figure 1).

Market penetration is defined as con-
tinuing to sell current products into current
markets. Market development is selling
current products into new markets. Prod-
uct development is selling new products into
current markets. Diversification is selling
new products into new markets.

This model is relevant to SME’s stra-
tegic intent as it focuses on growth. The
model uses the current growth strategies
of the firm to consider the direction it is
taking in relation to the current mix of prod-
uct and market development. Understand-
ing the growth direction enables business
strategy to be better directed toward
achieving growth. The strategic focus ei-
ther may be toward product development
or toward market development. The fourth
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strategy, diversification, is more difficult, as
firms are moving into uncharted territories
in both product and market development
(Ansoff, 1965).

DEFINING E-BUSINESS

E-business has grown rapidly over the
last few years. The Internet and the devel-
opment of the World Wide Web have
opened up the potential of the global infor-
mation society. Growth is driven by acces-
sibility of the Internet; firms using the
Internet for electronic transaction; digital
delivery of informational goods and services
such as music; and finally, retail sale of tan-
gible goods (Currie, 2000). E-business is a
generic term for the development of strat-
egies in order for firms to use the Internet
(Sauer, 2000). There are three main as-
pects to e-business: intra-organizational (in-
ternal to the firm); inter-organizational (be-
tween firms in supply chain); and e-com-
merce (customer to firm). Both intra-or-
ganizational and inter-organizational e-busi-
ness usually are undertaken to improve pro-
ductivity through better internal communi-
cation and processes. E-commerce is seen
as providing an alternative route to market
for both tangible and intangible goods.

Precise Internet benefits remain un-
clear, but speculation suggests that the
greatest benefits occur under full supply
chain integration (Currie, 2000). Value
arises once businesses use the knowledge
and experience to produce outputs acces-
sible through the Internet. The potential for
transformation is thought to emerge once
businesses recognize the need to reorga-
nize processes and focus on core compe-
tencies (Willcocks & Sauer, 2000).

Opportunities for e-business transfor-
mation require visionary changes in four
aspects of the business: communication,

information, transaction, and distribution.
Communication includes relationship build-
ing between strategic partners through new
channels offered by the Internet. Informa-
tion distribution is defined as accessibility
of knowledge within and between firms and
market enabled by the Internet. Transac-
tions are considered as electronic order
processing and tracking. Distribution is the
ability to use the Internet for delivery and
support of goods and products (Angehrn,
1997). These need to be seen within the
context of an e-vision (Feeny, 2000) that
identifies new business opportunities
within a dynamic market that focuses on
customers’ needs.

E-BUSINESS AND SMES

SMEs believe that the Internet will
enable them to reach wider geographical
markets and increase customers (Lunati,
2000). For these firms, e-business adop-
tion is often reactive and opportunistic
rather than strategic (Quayle, 2002;
Sadowski et al., 2002). There is little evi-
dence of business strategy driving Internet
adoption among SMEs; however, strategic
commitment is critical in Singaporean
SMEs (Kowtha & Choon, 2001). Indeed,
Internet adoption is faster when SMEs rec-
ognize a business need (Kendall et al.,
2001).

In common with most large busi-
nesses, SMEs have embraced the use of
e-mail (Poon & Swatman, 1999), with 90%
of SMEs using it regularly a year after its
introduction to the business (Chapman et
al., 2000). There is evidence that many
have also developed brochureware Web
sites. Very few SMEs have taken the next
step to integrate their Web sites with their
back-office systems. While many see value
in e-mail and Web sites, there is scant evi-
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dence of decisions to invest in internal net-
works or e-business systems (Keindl, 2000,
Santarelli & D’ Alti, 2003).

INFLUENCING FACTORS

One Internet adoption model
(Mehrtens et al., 2001) suggests that there
are three main factors that influence
SMEs’ decisions: perceived benefits, or-
ganizational readiness, and external pres-
sures. There are three aspects to perceived
benefit. First, efficiency benefits arise from
improved communication using e-mail. Sec-
ond, effectiveness benefits are obtained
from the ability to gather research and com-
petitor information. Both of these benefits
also are identified by Poon (2000). Third,
use of the Internet presents a modern im-
age and improves SME promotion.

Organizational readiness for Internet
adoption is personified in the SME owner.
SME:s do not see Internet adoption as an
IT issue but as a business one. SMEs that
are attracted to Internet-based commerce
tend to be more entrepreneurial, risk tak-
ers, innovative, and, invariably, creative
(Poon & Swatman, 1999). A second orga-
nizational readiness factor is the require-
ment for SMEs to have adequate IS in place
to access the Internet (Mehrtens et al.,
2001).

The final factor — external pressure
— is primarily from customers, although
suppliers and employees also are influenc-
ing factors. While Poon (2000) recognizes
that customer pressure is influential, there
is evidence that a lack of customer use is
an inhibitor, particularly of e-mail (Sillence
etal., 1998).

A study of e-business adopters and
non-adopters in Chile finds organizational
readiness the most important factor in the
decision to adopt. Organizational readiness

implies adequate technological and finan-
cial resources to enable e-business adop-
tion. The effectiveness perceived benefit
of managerial productivity is next impor-
tant, with external pressure third (Grandon
& Pearson, 2004).

DRIVERS AND INHIBITORS OF
E-BUSINESS IN SMES

Perceived benefit is identified previ-
ously as a key driver for SME e-business
adoption. Efficiency benefits include reduc-
ing operating costs, including transaction
costs involved in sales and purchasing. Ef-
fectiveness benefits include improved mar-
ket intelligence and ability to identify suppli-
ers for product development purposes
through the Internet. Additionally, e-business
is seen as improving trading relationships.
Image is important for two reasons. First, it
helps maintain market share, and second, it
helps to increase it. Improved customer ser-
vice is identified as a key driver by most
researchers, not merely as an external pres-
sure but also in improved effectiveness; for
example, in increased service delivery, such
as dispatch of goods and online support.
Table 1 summarizes the drivers.

For many SMEs, failure to plan the
introduction and exploitation of new tech-
nology stems from management limitations
(Klein & Quelch, 1997; Premkumar &
Roberts, 1999). One issue for many SMEs
is that they already have invested heavily
in communication and data exchange sys-
tems with their major customers. For ex-
ample, many SMEs have invested in EDI,
and their current dilemma is whether to
fulfill customer demands to move to
Internet-based systems. This in part is due
to SMEs’ concerns about e-commerce that
inhibit future development (Van Akkeren
& Cavaye, 2000).
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Table 1. Drivers for Internet adoption in SMEs

Driver Source

Reduced operating costs Standing et al. (2003); Quayle and Christiansen (2004); Quayle
(2002); Kendall et al. (2001); Riemenschneider et al. (2003)

Sales and purchasing cost Quayle and Christiansen (2004); Jeffcoate et al. (2004); Tse and

reduction Soufani (2003); Riemenschneider et al. (2003)

Improved range and quality of Quayle and Christiansen (2004); Jeffcoate et al. (2004); Tse and

services to customers Soufani (2003); Mehrtens et al. (2001); Teo and Pian (2003);

Sadowski et al. (2002); Santarelli and D’ Altri (2003); Quayle (2002);
Daniel and Grimshaw (2002); Riemenschneider et al. (2003)
Increased speed in goods dispatch | Tse and Soufani (2003)

Finding suppliers Dandridge and Levenburg (2000); Teo and Pian (2003); Santarelli
and D’Altri (2003)

Avoiding loss of market share Santarelli and D’ Altri (2003); Kendall et al. (2001);
Riemenschneider et al. (2003)

Increase market share Standing et al. (2003); Quayle and Christiansen (2004); Daniel and
Grimshaw ( 2002); Kendall et al. (2001)

Market intelligence Quayle and Christiansen (2004); Jeffcoate et al. (2004); Mehrtens et
al. (2001)

Improved trading relationships Quayle and Christiansen (2004); Mehrtens et al. (2001)

Table 2. E-business inhibitors

Inhibitor Source

Cost Implementation costs Santarelli and D’Altri (2003); Kendall et al.
(2001); Grandon and Pearson (2004); Van Akkeren
and Cavaye (2000); Lawson et al. (2003)

Limited financial resources Sharma et al. (2004); Chapman et al. (2000);
Riemenschneider et al. (2003)

Need for immediate return on investment | Van Akkeren and Cavaye (2000)

Security Concerns about confidentiality Santarelli and D’ Altri (2003); Kendall et al.
(2001); Lawson et al. (2003)
Fear of fraud Van Akkeren and Cavaye (2000)
Management | Insufficient time spent on planning Bianchi and Bivona (2002); Grandon and Pearson
(2004)
Insufficient knowledge or experience of | Klein and Quelch (1997), Premkumar and Roberts
IS (1999); Zhu et al. (2003); Sharma et al. (2004);
Kowtha and Choon (2001)
Inexperienced owner Van Akkeren and Cavaye (2000); Klein and
Quelch (1997); Premkumar and Roberts (1999)
Technology | Complexity requiring new skills Kowtha and Choon (2001); Van Akkeren and

Cavaye (2000); Riemenschneider et al. (2003)
Existing IS limiting future development | Van Akkeren and Cavaye (2000); Zhu et al. (2003)
Lack of trust in external IS suppliers Chapman et al. (2000)

Limited in-house IS skills Santarelli and D’Altri (2003); Kendall et al.
(2001); Poon & Swatman (1999); Sharma et al.
(2004); Chapman et al. (2000); Lawson, et al.
(2003); Riemenschneider et al. (2003)

Table 2 summarizes the factors in- nities. This paper considers whether these
hibiting e-business adoption in SMEs. factors affect all SMEs or if strategic in-
Thus, a range of issues may affect tent acts as a moderator of the drivers
SMEs’ decisions to invest in e-business and inhibitors.
and to take advantage of future opportu-
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Table 3. Dimensions of analysis for assessing

Strategic intent and e-business

Dimension Characteristics

Description

Industry Sector Manufacturing

Wholesale/Retail

Business Services

Strategic Intent Market Penetration

Selling existing products into existing markets

Product Development

Selling new products into existing markets

Market Development

Selling existing products into new markets

Diversification

Selling new products into new markets

INFLUENCE OF
INDUSTRY SECTOR

There is little evidence of a sector
affecting Internet adoption or the develop-
ment of e-business in SMEs. In earlier re-
search on IS adoption in SMEs, industrial
sector is not identified as an influence (Levy
& Powell, 2000). Yet, there is little research
in this area.

RESEARCH QUESTIONS
This research centers on three
questions:

* Does strategic intent drive e-busi-
ness adoption in SMEs, and is it a
factor of market position or product
innovation?

* Is this consistent across sectors, given
research suggesting that sector is not a
determining factor in ICT adoption (Levy
etal., 2001)?

* How is strategic intent and industry
adoption influenced by the enablers and
inhibitors of e-business adoption?

RESEARCH APPROACH

This research is designed to capture
data about the strategic intent of SMEs, as
defined by the Ansoff framework. Addi-
tionally, data about the current and future
use of the Internet is collected. The survey
asks SMEs about the importance of e-busi-

ness and what they consider to be the driv-
ers and inhibitors.

The survey is part of a major study
into e-business undertaken throughout the
UK West Midlands, a region regarded by
the European Union as in need of devel-
opment. The data were collected by tele-
phone with the respondent being the SME
owner who is knowledgeable about stra-
tegic intent.

A total of 1,403 firms responded. This
was reduced to 354 usable responses here
for a number of reasons. Some responses
were obtained from firms that could not be
considered to be SMEs. They often were
small business units operating within larger
organizations (the 136 responses from the
Education and Health Sectors were ex-
amples of this). Also excluded were micro
firms that had no intention of using tech-
nology to grow their business, those that
did not use PCs, and those sectors that dis-
played little evidence of strategic intent. For
example, the construction industry was re-
moved from the sample, as 80% of the
firms aimed to stay within existing markets
and existing products. In contrast, other
sectors had over 50% of SMEs moving
toward new products and new markets.

For some of the more detailed analy-
ses on drivers and inhibitors for e-business,
firms that did not answer all questions were
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Figure 2. Strategic intent by industry
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excluded. This is reflected in the fewer
firms shown in Tables 7a and 7b.

DIMENSIONS OF ANALYSIS

The two dimensions used in the analy-
sis are shown in Table 3.

Industry sector differences are inves-
tigated through manufacturing, wholesale/
retail, and business services sectors, which
represent the main categories within the
survey dataset. The differences in the sec-
tors also demonstrate key differences, as
manufacturing SMEs are often dependent
upon major customers, while the other two
sectors are more likely to have a broader
range of customers.

Strategic intent characteristics are
defined by Ansoff (1965) and discussed
earlier. SMEs that are content to stay with
existing markets and products are likely to
take a more conservative strategic stance
than those who are either selling new prod-
ucts into existing markets or selling exist-
ing products into new markets. The most
radical strategic stance is seen in those
SMEs aiming to diversify by selling new
products into new markets.

STRATEGIC INTENT PATTERNS

Respondents were asked where they
expected the most growth — in current or
new products/services — and whether the
growth would be in new or existing mar-
kets in order to assess strategic intent. The
market penetration category accounts for
172 (49%) of firms; product development
for 82 (23%), and market development for
43 (12%), while diversification accounts for
56 firms (16%). Figure 2 presents the stra-
tegic intent by industry of the case firms.

Many SME:s start as a result of iden-
tifying a market niche for one or two prod-
ucts with which the owner is familiar, has
knowledge to develop, and possibly has ini-
tial contracts. Many stay within the com-
fort zone of their knowledge and experi-
ence, preferring not to grow beyond a cer-
tain size. Hence, market penetration is their
strategy of choice.

The wholesale/retail sector provides
a slightly different pattern of strategic in-
tent to the other sectors (Figure 2), per-
haps reflecting market volatility, as this
market requires new products more fre-
quently. A further reason may relate to the
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Table 4. Importance of the Internet for growth by sector and strategic intent

Marginally Very
Unimportant | Important Moderately Important

Strategic Intent _[Sector (%) (%) Important (%) (%)
Market Penetration|Manufacturing 25 28 21 25
Wholesale/Retail 21 29 21 29
Business Services 6 24 43 2
IAverage 17 27 30 21
Product Manufacturing 28 41 24
Development  wholesale/Retail 13 23 43 20
Business Services 4 17 39 35
Average 8 23 41 26
Market Manufacturing 19 44 19 19
Development  wholesale/Retail 0 58 33 8
Business Services 20 13 20 47
Average 14 37 23 26
Diversification  [Manufacturing 24 38 29 9
Wholesale/Retail 22 28 28 22
Business Services 6 18 18 59
Average 18 29 25 30

SME-customer’s relationship. As many
manufacturers are tied in with customers,
their products are defined more clearly by
a preferred supplier relationship. Given that
the strategic intent of most firms is limited,
it is likely that the main focus of ICT will
be on systems that reduce costs. Owners
are less likely to invest for future growth.

CURRENT USE
OF THE INTERNET

Eighty-six percent of surveyed SMEs
have Internet access, with little industry
variation; all use e-mail. Forty percent of
these firms use e-mail internally and exter-
nally, suggesting that there is some recog-
nition of Internet value in managing inter-
nal efficiencies as well as external com-
munication. Fifty-three percent of the
SMEs have a marketing Web site, with
56% of these updating it at least once a
quarter. While there is little cross-sector
difference, strategic intent does appear to
drive development with over 63% of the

firms that are looking to introduce new
products to existing markets having mar-
keting Web sites.

IMPORTANCE OF THE
INTERNET IN ACHIEVING
BUSINESS GROWTH

SMEs were asked about the impor-
tance of the Internet in achieving business
growth over the next year and the responses
were analyzed by strategic intent and busi-
ness sector jointly (Table 4).

Some important distinctions emerge:
firms in business services show a clear and
marked gradation across strategic intent
types. While 27% of market penetration
business services see the Internet as very
important, this increases to 35% for those
whose strategic intent is toward product
development; to 47% in market develop-
ment; and to 59% in the diversification cat-
egory. This may reflect new opportunities
emerging because of the Internet. Deliv-
ery of products and services and develop-
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Table 5. Importance of e-business by strategic intent

Strategic Intent Essential (%) Very Important (%) Both (%)
Market Penetration 23 17 40
Product Development 17 38 55
Market Development 23 28 51
Diversification 29 25 54

ment of new services may be more likely
in business services.

Somewhat counter-intuitively, the re-
verse is found for manufacturers; while 25%
of market penetration manufacturers view
the Internet as very important, this declines
to 24% in the product development cat-
egory; to 19% in market development; and
to 9% in diversification. This might reflect
the well developed relationships with cus-
tomers driving Internet adoption for mar-
ket penetration, while new markets are
found in other ways.

The wholesale and retail sector shows
that more market penetration firms consider
the Internet as important for strategic
growth. Market development firms show
little interest in the Internet. It is surprising
that the Internet is not seen as a distribution
method for products, although it may reflect
the type of products for which the Internet

Figure 3. Importance of e-business by sector

is not a suitable distribution mechanism. Al-
ternatively, it may reflect a desire not to trade
outside a limited geographic area.

What is striking is that firms with a
product development focus see the Internet
as considerably more important than any
of the other strategic intent categories.

IMPORTANCE OF E-BUSINESS
SMEs then were asked about their
attitude toward e-business and its impor-
tance in three years. Fifty one percent of
surveyed SMEs regarded e-business as
essential or very important. The cross-sec-
tor patterns are similar. E-business is less
important for manufacturers than for the
other sectors, with only 45% of SMEs con-
sidering it either essential or very impor-
tant. One explanation may be the percep-
tion that e-business is about consumer trad-
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, lEsséntiaI -

> | Very Important

—— | @ Moderately Important
W Unimportant
Don'tknow

Copyright © 2005, Idea Group Inc. Copying or distributing in print or electronic forms without written

permission of Idea Group Inc. is prohibited.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permissionyay



10 Information Resources Management Journal, 18(4), 1-20, October-December 2005

Table 6a. Mean score by strategic intent for e-business drivers

E-Business Drivers

Strategic Intentions D1 D2 D3 D4 DS D6 D7 D8
Nl B eation Mean 2.93 2.76) 2.61 2.81 2.69 2.69 213 2.97
153 153 153 153 153 153] 153 153
Product Mean 2.99] 2.93 2.89 3.07] 3.00 3.00] 3.10 3.26
Development N 72 12 72 72 72 72 72 72
Market Mean 295 2.65 2.55 2413 233 2.55 2.63 2.98
Development N 40 40 40 40 40 40 40, 40
Diversification Mean 3:21 2.92 2.90 3.00 2.92 2.9 3.04 3.19
52 52, 52, 52, 52 52, 52, 52
All Mean 2.97 2.81 2.71 2.89) 23 2.76) 2.85 3.07
N 317 317 317, 317 31 317 317 317

ing rather than supporting customer require-
ments through business-to-business ex-
changes. This is somewhat surprising, given
the emphasis placed on the importance of
EDI by many major manufacturers. The
other sectors, however, are only slightly
more optimistic, suggesting that there is still
a need to educate owners about future
Internet potential (Figure 3).

Table 5 shows analysis by strategic
intent of firms that see e-business as es-
sential or very important.

Clearly, firms that are most strategi-
cally conservative are less likely to see e-
business as essential or very important. For
example, manufacturers in the market pen-
etration category are least likely to see it
as essential or very important (34%). In-
terestingly, firms that intend to develop new
products are more likely to see the future
importance of e-business. This suggests that,
contrary to current thinking, the use of tech-
nology is triggered more by a new product
orientation in firms than by a new market
orientation. For example, business services
firms in the diversification category are most
likely to see e-business as essential or very
important (65%). Thus, while many SMEs
can be criticized for having a too one-sided

perspective on strategic development, there
is a need to encourage SMEs to take a more
simultaneous view of new product develop-
ment and new market development.

DRIVERS FOR E-BUSINESS

SMESs were asked to indicate the im-
portance of nine drivers in encouraging
them to use e-business. The respondents
were asked to indicate the importance of
each of the drivers on a five-point scale
ranging from unimportant (score 1)to very
important (score 5). The drivers are:

DI1: Customer demand

D2: Reduced operating costs

D3:  Reduction in costs associated with
sales and purchasing

D4:  Improve the range and quality of ser-
vices that can be offered to custom-
ersonline

D5: Increase in speed of dispatch of
goods

D6: Increase in speed by which supplies
are obtained

D7:  Avoiding loss of market share to com-
petitors already using e-business

D8 Increase market share
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Figure 4. Mean scores by strategic intent of e-business drivers
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Table 6a shows the mean score of
firms in each strategic intent category on
each of the nine drivers. The data are
shown graphically in Figure 4.

The analysis reveals that there are
systematic differences between the four
strategic intent categories. Firms that are
categorised as market development and
market penetration tend to record lower
importance scores on all of the drivers,
compared to firms that are contained in the
diversification and product development
categories. While firms that are contained
in the market development category score
lowest on all but one of our driver mea-
sures (D8: As a means to gain new cus-
tomers or increase market share), firms in

the product development category scored
highest on five of the eight measures (D4
to D8 in Figure 4). Yet, the differences be-
tween the mean scores on the driver mea-
sures, following an analysis of variance with
appropriate post hoc tests, are not statisti-
cally significant at the 5% level. Conse-
quently, while systematic differences be-
tween the four strategic intent categories
are found, further research is needed to be
able to confirm the findings here.

Table 6b shows the mean score of
firms on each of the nine drivers by indus-
try sector. The difference in responses be-
tween Table 6a and Table 6b is due to miss-
ing values in one firm.

Table 6b. Mean score by industry for e-business drivers

Sector D1 D2 D3 D4 D5 D6 D7 D8
- < 5 Mean 3.09 2.9 2.68] 2.79 2.56] 2.74 2.74 3.05
Manufucturing
N 122 122} 122} 122 1224 122 1224 122
Wholesale/Retail Mean 2.9 2.82) 2001 2.83] 2.94 2.85) 3 Sallll
N 87 87 87 87 87 87 87 87
: e IMean 2.9 2.88 2.1 3.06] 2.83] 291 2.86 3.06
Business Services
IN 109 109 109 109 109 109 109 109
Total Mean 2.97 2.81 2.71 2.89 279 2.76 2.85 3.07
IN 318 318 318 318 318 318 318 318
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Table 7. Mean score for e-business drivers by industry and strategic intent

Sector Strategic Intentions 1 2 3 4 5 6 ” 8
Matket Peeteation Mean 3211826614257 2701 "2.61|."2.75l" " 12:61] 293
61 61 61 61 61 61 61 61
Product Mean 2.85 2.88] 2.88] 2.73] 2.58] 2.65 2.96] 3.12
Development N 26085 260807261 5261 2615 1 26] 26 26
x Market Mean 2.87] 2.60| 2.40[ 2.87] 2.27] 2.60] 2.53] 3.07
Manufufacturing
Development N 15| S| S S| S| S TS 15 15
5 : s Mean 3.16] 2.95| 2.95| 3.05| 2.58] 2.89] 2.95 3.32
Diversification
19 19 19 19 19| 19 19 19
Total Mean 3.08] 2.74] 2.68] 2.79] 2.55| 2.74f 2.73] 3.05
N 121121121 ER12 1121 8121 121 121
Macket Benctration Mean 2.75| 2.78] 2.66] 2.75| 2.88] 2.75| 297 3.06
32 32 32 32 32 32 32 32
Product Mean 3.00] 2.92| 2.88] 3.08] 3.27] 3.35| 3.12| 3.27
Development N 26| 26 26 26| 26 26| 26| 26
Wholesale/Retail Market Mean 2:33( 82 17| 82525 17| B241 7122 5 52 3 318 2150
Development N 1212 2 SR 12| N2 D 12 12
2 g i Mean 341] 3.18] 3.00{ 3.06] 3.12] 2.71f 3.35| 3.41
Diversification
17 17, 1 17| 17} 17 17, 17,
Total Mean 290, 2.82{ 2.77] 2.83] 2.94] 2.85 3.00] 3.11
N 87 871 871 87 87 87 87, 87,
Market Penetration Mean 2.751152.85]02.62)0°2:9511°2:68]1 2,600 2.72]1012.95
60 60 60 60 60 60] 60) 60
Product Mean 3.15] 3.000 2.90f 3.50] 3.20] 3.00f 3.25] 3.45
Development N 20) 20 20) 20) 20) 20) 20 20)
Market Mean 3.00] 3.15| 2.77| 3.08] 2.54] 2.77| 3.00] 3.31
Business Services  [Development N 13 13 13 13 13 13 13 13
; S A Mean 300 2624 2.751 2881 3.13} 269 2.81 2.81
Diversification
16} 16 16 16] 16 16 16 16
Total Mean 290, 2.88] 2.71] 3.06] 2.83] 2.71| 2.86| 3.06
N 109 109f 109 109] 109 109 109) 109
N 31788311 7] S 1731 7S e 31 317 317

The analysis by industry sector does
not reveal any significant differences be-
tween the impacts of the set of drivers.
This confirms earlier research that indus-
try sector is not a factor in e-business adop-
tion decisions. Table 7 shows an analysis
by both industry sector and strategic intent.

An analysis of Table 7 reveals that
the different drivers have differing effects
on the categories of firms. Customer push/
demand is highest for manufacturers in the
market penetration, product development,

and market development categories, but
particularly pronounced for wholesale/re-
tailers that are looking to diversify.
Reducing purchasing costs and oper-
ating costs are most prevalent for firms in
the product development category, perhaps
indicating a heightened need to reduce the
cost-base of products to win market share
for new products in existing markets. The
need to use e-business to reduce purchas-
ing and operating costs is particularly
prevalent among market penetration
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Table 8. Mean scores for inhibitors for e-business

Inhibitor Mean Score

Concerns about confidentiality 3.62
Obtaining authorization to clear cards 3559
Concern about the risk of fraud 3.56]
Technology costs 3.26]
Poor public telecommunications infrastructure 3.08]
E-commerce development offers no tangible benefits 2.92
E-commerce development is not relevant 2.82)
IT skills shortages among workforce 2.79
Lack of management’s willingness to adopt I'T 2.70

wholesale/retailers; again, there may be a
strong emphasis on the need to reduce
costs to continue to survive with existing
products in existing markets. Firms look-
ing to develop new markets seem less
concerned about the use of e-business to
reduce costs; perhaps this might arise af-
ter new markets are penetrated and firms
need to compete more on cost than on
novelty and innovation.

improving the range and quality of
services delivered for an online item is most
pronounced in business services across all
strategic intent categories and in wholesal-
ers/retailers looking to diversify.

The speed of a dispatch driver is stron-
gest for business services in the product
development category and for diversifying
wholesalers. The increased speed of sup-
ply items is most prevalent in the product
development strategic intent category, as
is the concern about the loss of market
share and winning new customers. Clearly,
the product development category emerges
as a class of business with a specific and
pronounced set of needs and concerns
about the move to e-business. Firms in this
category have a great interest in e-busi-
ness, given their need to:

» Reduce operating costs and costs asso-
ciated with sales and purchasing;

* Increase speed in doing business (im-
portant in generating customer satisfac-
tion/lock-in);

* Win new customers; and

* Avoid losing their existing customer
base.

INHIBITORS OF

E-BUSINESS ADOPTION
Respondents are asked whether and

to what degree they agree with nine state-

ments that may discourage them from

adopting e-business. The statements in-

volve:

I1:  Concerns abut confidentiality

I12: Concerns about the risk of fraud

I3:  Technology costs associated with e-
business development being too high

14:  Poor public telecommunications in-
frastructure inhibiting technological
development

I5:  Obtaining authorization for credit
card clearance

I6: IT skills shortages among the
workforce

Copyright © 2005, Idea Group Inc. Copying or distributing in print or ¢lectronic forms without written

permission of Idea Group Inc. is prohibited.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permissionyay



14 Information Resources Management Journal, 18(4), 1-20, October-December 2005

Table 9. E-business inhibitors by sector and strategic intent

11 12 13 14 15 16 17 18 19
Strategic Intentions [Net INet [Net |[Net [Net [Net |[Net |[Net [Net
agree  [agree fagree [agree fagree fagree fagree fagree lagree

[Manufacturing 29 33 0. H13 1 51 133 F16 |28

Market [Wholesale/Retail 3 -3 F31 22 19  F19 F44  F16 |31

Penetration Business Services 37 5 13 k13 F20 k28 133 J25 |20

Average 27 22 -1 F15  F19 135 135 |20 |25

Manufacturing 35 31 0 F1S 31 F12 35 F19  FI19

Product (Wholesale/Retail -8 u 0 -4 F31  F23  F42 23 135

Development  [Business Services 10 S H4 120 130 F15S F40  F15 10

Average 7 11 10 12 F31 17 B39 K19 17

Manufacturing 7 -13 F13 F13 33 F33 F27 |20

Market 'Wholesale/Retail 58 -8 FSO  p42  £58  F58  F50 |33

Development Business Services 62 54 38 18 15 38 }54 61 |54

IAverage 35 12 10 F17 12 142 147 (45 |35

Manufacturing 37 58 11 |5 F11 S -5 S

. 5 g IWholesale/Retail 29 29 23 24 |6 41 }35 |23 |24
Diversification

Business Services 14 37 12 12 19 F19  F19 25 FI2

IAverage 36 42 B8 -6 0.1 21 F17 K17 13

Overall 25 22 b 3 Lis [20 |34 |23 |23

17:  Lack of management’s willingness
to adopt IT as an obstacle to further
e-business development

I8:  Further e-business development of-
fers no tangible benefits

19:  Further e-business development is

not relevant

The overall rating of the nine inhibi-
tors is shown in Table 8.

This confirms findings in the litera-
ture that concerns about confidentiality,
fraud, and technology costs are inhibitors
to investing in e-business. Additionally, the
process of obtaining authorization to clear
cards is a major inhibitor. Lack of IT skills
and lack of management willingness to
adopt are not seen as inhibitors. This sug-
gests that SME managers are aware of the
potential from e-business but need to be
convinced of its benefits to their firm.

Table 9 enables differences between
industry sectors and strategic intentions to

be explored for potential inhibitors to e-busi-
ness. Respondents are offered five catego-
ries of responses, ranging from totally agree
(score 5) to totally disagree (score 1) for
each of the nine inhibitors. A ner agree
score is calculated for each category of
firm on each factor. The net score adds
together those agreeing or strongly agree-
ing and subtracts those disagreeing or
strongly disagreeing. Thus, the higher the
number, the more respondents agree with
the statement.

There is a net positive view that firms
are concerned about confidentiality and
fraud over the Internet, and these views
are most pronounced among diversifying
SMEs. The net agree score for confidenti-
ality and fraud in firms in the market de-
velopment category is 36 and 42, respec-
tively, which is higher than any other stra-
tegic intent category. There are particular
concerns about confidentiality and fraud
among business service SMEs in the mar-
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ket development, diversify and market pen-
etration categories, together with whole-
sale/retailers in market development (con-
fidentiality only). Business service firms in
the product development category seem
less concerned about confidentiality and
fraud than business service firms in other
categories.

As to technology costs being exces-
sive, the jury is still out. Although there are
concerns about technology costs in the busi-
ness services market development and the
wholesale/retail diversify categories, this is
countered by low scores in the wholesale/
retail market penetration and the business
services product development categories.
Concerns about credit card clearance do
not seem to be an issue except in the busi-
ness services diversify and market devel-
opment categories, the only two catego-
ries to record a positive net agree score.

A skill shortage measure gets a strong
negative score across the board. Skill short-
ages are more evident in firms that wish to
develop new products for existing markets
or develop new markets and new products,
suggesting that skills may be more of an
issue where the objective is to develop new
products. Manufacturers in the diversify
category are more likely to experience skills
shortages than all other classes of firm,
followed by manufacturers in the product
development category.

Management’s unwillingness
achieves a high negative net agree score.
The diversify manufacturers are radically
different, as it is the only sector to reveal
any significant negativity among managers.
Both the not relevant and no benefits
measures have negative scores across the
board, but negativity is less pronounced in
manufacturing diversification.

DISCUSSION

Three research questions are posed
in this paper. The first question focused on
whether strategic intent drives e-business
adoption and whether it is a function of
market position or product innovation. This
research shows that those SMEs remain-
ing in their existing markets are the least
likely to invest, primarily due to the Internet
not being seen as necessary for growth and
less interest in winning new customers. The
main finding here is that it is more product
innovation than market penetration that
drives e-business. This counters current
thinking that market penetration is more
critical.

The second research question is
whether industry sector is a determining
factor in e-business adoption. Just over half
of the SMEs in all sectors believe that e-
business is very important or essential.
There is some sectoral difference when
firms are asked the importance of the
Internet for growth. More than 35% of
business service firms see the Internet as
very important, compared to just over 20%
for manufacturing and wholesale/retail.
More research is required to confirm
whether there is industry differentiation and
the nature of that differentiation.

The final research question asked
whether the enablers and inhibitors of e-
business adoption varied by strategic intent
or industry. There is little differentiation
between industry sectors or strategic in-
tent perspectives with customer demand;
increasing market share, avoiding loss of
market share, and improving online services
to customers are seen as vital to most firms.
These findings concur with existing re-
search. This suggests that SMEs believe
that their market niches are their strengths,
and these are where they should continue
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Figure 5. Focus-Dominance model (Levy et al., 2001)

Customer Low Coordination Repositioning
Dominance

High Efficiency Collaboration

Cost Value Added

to compete. The main difference is in the
wholesale/retail sector, where being able
to dispatch goods more quickly is seen as
the main driver. This may indicate that this
is a more highly competitive market and
that firms need to be efficient to survive.
Other efficiency factors generally are seen
as less important. The key difference in
strategic intent is that those firms pushing
new products into existing markets perceive
the need to improve online services to cus-
tomers as of lesser importance than reduc-
ing operating costs.

Turning to the inhibitors concerns
about confidentiality, fraud, and the high
cost of e-business are the main deterrents
across all sectors and strategic intent
groups. This is similar to findings in the
literature. In contrast to the literature, most
SME:s here do not believe that limited IT
skills in the workforce nor management
unwillingness are issues except in more in-
novative firms looking to develop new prod-
ucts in new markets. This might be due to
firm age and existing skills bases. SMEs
also believe to a lesser degree that e-busi-
ness is both relevant and may offer some
benefit to the firm.

Thus, it appears that pressure to adopt
is likely to be driven by external factors
rather than internal ones. This may go some
way to explain the cautious approach of
SMEs’ Internet adoption; given their re-

Strategic Focus

source constraints, they may be waiting for
signs from the market that the investment
is required.

Management Perspective

There is evidence here that strategic
intent affects Internet adoption and deci-
sions to invest in e-business in SMEs. This
may be better understood by not consider-
ing SMEs as a homogeneous group, which
much of the literature does. There are vari-
ous ways in which SMEs may be classi-
fied, but a useful starting point is to con-
sider SME attitude to ICT investment. Levy
et al. (2001) identify four different sce-
narios, followed by SMEs toward ICT in-
vestment. These scenarios are demon-
strated in the Focus-Dominance model
(Figure 5).

The different scenarios clearly sug-
gest separate strategic intents. The effi-
ciency scenario is found when SMEs are
starting up. There are some SMEs that are
in business for the lifestyle advantages for
their owners (Hay & Kamshad, 1994).
Thus, they are interested only in selling their
current products into existing markets, and
market penetration is the espoused strate-
gic intent. Their use of ICT mirrors this.
These organizations usually have simple
stand-alone systems, possibly with a
simple Web site (Levy et al., 2001). This
research shows that the main driver for
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e-business for these firms is customer
demand. While customer demand and im-
proving online services are also important,
they are considerably less so. The lack of
resources in most SMEs is likely to be
more prevalent in this group and limits e-
business adoption. Inhibitors are similar to
other categories with confidentiality and
fraud being most important. Thus, it is the
drivers that are likely to be the main fac-
tors in decisions to invest. What is clear is
that the market is not yet demanding such
investment.

The coordination scenario is found as
businesses grow. The businesses here in-
creasingly are looking to sell their products
into new markets; in other words, market
development. They are looking for steady
growth for their existing products. They
utilize more sophisticated information sys-
tems to allow them to do this, including
the development of intranets and often ex-
ternally focused e-mail to work with cus-
tomers (Levy et al., 2003). The e-busi-
ness driver and inhibitor profile is similar
to market penetration. The main differ-
ence is that these firms are often larger
and have more structure; hence, the stron-
ger feeling that management’s unwilling-
ness, skill shortages, and lack of benefits
are more strongly disputed. There is, again,
little evidence of market demand for in-
vestment in e-business.

Product development is the focus of
the collaboration scenario. This group of
SMEs usually is aligned closely with a few
major customers and develops new prod-
ucts to support their requirements. These
SMEs are looking for growth but through
the development of the customer relation-
ship. The information systems here include
the use of electronic data interchange and
often extranets. Winning new customers is

seen as critical for this group, with cus-
tomer demand and avoiding loss of market
share as important. Many of these firms
work closely with a small group of cus-
tomers, where the loss of one can be cata-
strophic. The search for a replacement
occupies a lot of time. Thus, customer de-
mand is taken very seriously and is often a
requirement to maintain preferred supplier
status. Reduced operating costs are impor-
tant to this group of firms to a far greater
degree than others, as most of their cus-
tomers are large firms that can exert a lot
of pressure. For this group, inhibitors are
less of an issue.

While the SMEs in the coordination
and collaboration quadrants often are look-
ing for steady growth, the final group in the
repositioning scenario sees diversification
as the way forward as they are looking for
rapid growth. This often means different
delivery means of products but also devel-
oping new product to satisfy their markets.
This group is likely to put ICT at the center
of the business growth strategy. Interest-
ingly, customer demand is high in this group,
while winning new customers is lower. This
is surprising, as it might be expected that
diversification is about gaining a broader
customer base. It might be that these firms
are responding to what they see as cus-
tomer demand by changing their business.
Again, confidentiality and fraud are seen
as important inhibitors that may not be sur-
prising, as these firms are taking a risk in
diversification.

CONCLUSION

Using survey data from SMEs, this
paper investigates e-business use and driv-
ers by posing three research questions: Does
strategic intent drive e-business adoption,
and is it a factor of market position or prod-
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uct innovation? Is this consistent across
sectors? How is strategic intent and indus-
try adoption influenced by the enablers and
inhibitors of e-business adoption? The re-
search demonstrates that strategic intent
influences decisions to invest in e-business.
Those SMEs remaining in their existing
markets are the least likely to invest, pri-
marily due to the Internet not being seen
as necessary for growth. Product innova-
tion rather than market penetration drives
e-business. This is explored through e-busi-
ness drivers and inhibitors that provide in-
sights into uses. Finally, a model of SME
ICT investment that does not treat SMEs
as a homogeneous group is used to under-
stand further the processes involved here.
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