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Chapter 2 

 

2. Literature Review 

 

This chapter will discuss related literature in detail in order to identify concepts 

related to the research topic, research framework, research variables and to have a 

general view of E-Commerce initiatives in Sri Lanka.  First it will discuss E-

Commerce concepts, types of E-Commerce and their applications, and advantages in 

using E-Commerce. Thereafter, E-Commerce capability of Sri Lanka will be 

discussed in terms of E-Readiness factor and recent developments in the ICT sector. A 

detailed analysis of two widely used IT adoption models will follow next. It will 

discuss Technology Adoption Model (Davis, 1989) and Theory of Planned Behavior 

(Ajzen, 1991) in detail. An impact analysis of Perceived Risk associated with E-

Commerce transactions will follow next in order to identify various risk factors that 

discourage E-Commerce transactions. Finally, various E-Commerce adoption factors 

discussed in previous literature will be presented in order to narrow down the key 

research variable of the research. 

 

2.1 E-Commerce 

 

Internet is often described as an innovation that will transform the way we live and 

work. Many are convinced that Internet is nothing short of a revolution. What it has 

done is transform the way we communicate and access information (Tan and Teo, 

1998). The term E-Commerce has evolved from its meager notion of electronic 

shopping to all aspects of businesses and market processes enabled by Internet and 

World Wide Web technologies. In a narrowly defined context, E-Commerce means 

doing businesses online or selling and buying products and services through web store 

fronts. Products which are being traded may be physical products such as books and 

cars, digital products such as audio and video, and services like online medical 

consultation and distance learning. E-Commerce is not limited to buying and selling 

products online. It can create a market space for all customers, suppliers, accountants, 

payment services, government agencies and competitors online.  
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E-Commerce has widely been discussed in academic and practitioner literature and 

has been conceptualized in so many different ways. It is increasingly discussed and 

written about in current knowledge-based economies. Although there are no 

internationally agreed-upon definitions for E-Commerce, many researches use the 

definition of OECD (Organization for Economic Co-operation and Development). It 

explores E-Commerce transactions as: the sale or purchase of goods and services, 

whether between businesses, households, individuals, governments and other public or 

private organizations, conducted over computer-mediated networks. Products and 

services are ordered over those networks, but the payment and the ultimate delivery of 

the goods or the service may be conducted on or off-line. The concept of E-Commerce 

extends into communication, promotion, customer service, statistics and usage 

patterns.  

 

E-Commerce activities may exist as one or in combination of the following (Azam, 

2006): 

• Searching customers, producers and sellers through Internet. 

• Business communication made through Internet. 

• Selecting products and services through Internet. 

• Placing orders through Internet. 

• Making payments through Internet. 

• Delivery of the required products through Internet. 

• Sales service through Internet. 

 

A pure E-Commerce transaction can be expected when a digital product is sold via a 

digital agent and the whole purchasing process is digital. Although it is defined as 

such, a pure E-Commerce transaction is rarely available in the real world as many 

products which are transferred over Internet are physical products and the distribution 

process is handled through a physical agent. In such a situation, only the purchasing 

process and the payment procedure are handled electronically.  

 

Figure 2.1 exhibits the distinction between pure E-Commerce and traditional 

Commerce. 
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Figure 2.1: E-Commerce vs Traditional Commerce 

 

E-Commerce activities may appear in the following four forms: Business to Business 

(B2B) E-Commerce, Business to Consumer (B2C) E-Commerce, Consumer to 

Business (C2B) E-Commerce and Consumer to Consumer (C2C) E-Commerce. 

 

Business to Business (B2B) E-Commerce refers to companies which are buying from 

and selling to other companies. Going beyond simple buying and selling B2B E-

Commerce involves more in maintaining their supply chains with their upstream 

companies like suppliers and downstream companies like wholesalers and retailers. 

 

Business-to-Consumer (B2C) refers to companies which are selling their products and 

services to end consumers over the Internet for their own use.  

 

Consumer-to-Business (C2B) E-Commerce refers to providing the power to consumer 

in selecting a business to fulfill his task. As an example, a consumer posts his project 

with a set budget online and companies which are willing to continue on the project 

review requirements and bid on the project. The consumer reviews the bids and selects 

the company that will complete the project according to his bid. 

 

Consumer-to-Consumer (C2C) E-Commerce involves mainly when two consumers 

meet to sell and purchase a product or a service. Online auction is a good example for 

C2C E-Commerce. 
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Even though few categories are visible there is evidence to say that all the above can 

be visible in any community. The most visible method from above is B2C E-

Commerce. With the gain of experience and availability of services, users tend to 

move into other options as well with time. 

 

Figure 2.2 exhibits the E-Commerce matrix with regards buyer and seller. It will show 

how E-Commerce types interact with buying and selling sides. 

 

  

  

 

 

 

 

 

 

Figure 2.2: E-Commerce Matrix 

 

For the purpose of this study, we define E-Commerce as purchasing goods and 

services, paying utility bills and installments, and doing E-channeling over Internet. In 

other words, the research will be mainly focused on B2C E-Commerce.  

 

E-Commerce will not benefit all economic sectors to the same extent or in the same 

manner. It is most likely to transform and benefit sectors that have information-

intensive activities, products or services that can be used or even delivered 

electronically. These sectors include financial services, education, professional 

services such as consulting, the tourism industry and government services.  

 

The global electronic economy is created in a way in which a change in one part of the 

world quickly affects many other parts and economies. In this structure, E-Commerce 

is one of the major factors driving the digital revolution across the world. It creates 

new business models in industrialized countries while creating very new challenges to 

developing countries that are still lagging behind in basic technologies, infrastructures, 

policies and legislative frameworks to be a part of this new revolution. 
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An important function of E-Commerce is handling of payment via Internet. During the 

last two decades, there has been a rapid adoption of a new payment technology by an 

important commercial segment of the economy. Today, four basic ways to pay for 

purchases that dominate both traditional and E-Commerce are cash, cheques, credit 

cards and debit cards (Olusegun et al., 2006). Mainly, E-Commerce involves 

exchange of some form of money for goods and services and 80% of worldwide 

Internet consumer purchases are paid for by credit cards (Olusegun et al., 2006).  

 

With the growing interest and activities in E-Commerce, there is an increasing need 

for methods and techniques that can help developers with design and management of 

E-Commerce systems. Today, there are many different approaches and 

standardization efforts, to support E-Commerce systems development processes. An 

E-Commerce system development process is not trivial and in most cases it involves 

very complex and time consuming modeling tasks.  

 

The role for middlemen in E-Commerce has become a more competitive one so they 

are only able to extract reasonable fees for their services. Innovative middlemen might 

be able to use the Internet to increase their involvements, despite increased 

competition and price information. 

 

E-Commerce can be utilized to enhance traditional IT systems in many ways. For 

example, using Web-based graphical interfaces to improve the user-friendliness of 

software systems and implementing Internet-based middleware to make electronic 

data transfer connections more flexible and affordable for smaller businesses. E-

Commerce functionalities may range from static information to online order tracking 

and from digital product catalogues to integration with suppliers’ databases. These 

functionalities exhibit various levels of sophistication, which can be measured. 

Another area which should benefit from Internet based E-Commerce initiatives is 

inventory management. As documented in the supply chain literature, the poor quality 

of information exchange among suppliers and manufacturers led to inventory buffer 

buildup along the supply chain.  
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2.2 E-Commerce Capability in Sri Lanka 

 

Sri Lanka is a developing country, situated in the Indian Ocean Southeast of India. Its 

mixed population, rich culture and variety of religions make it an important country in 

Asia. The country, famed for its fine tea, gemstones and colorful landscapes, has a 

population of 20 million. The country has a system of land transportation that links 

even the most remote villages. Its capital, Colombo, has one of the largest artificial 

harbors in the world, which handles about 80% of the country's sea trade. Colombo is 

also a major refueling and supply port for merchant ships. Sri Lanka provides an ideal 

setting for this study in that it is a newly emerging country where the pace of 

development is medium - neither too slow nor too fast - and the Internet and its 

associated technologies are opening new opportunities as well as challenges for 

development.  

 

With the prolonged civil disturbance brought to a halt, year 2010 is meant to be the 

starting point for expansion and development of the economy including the ICT 

sector. In order to achieve that, there is sufficient backing by government agencies 

like ICTA, which wish to see the IT industry grow strongly. Post war era has 

presented a new business environment for the industry with declining interest rates, 

lower inflation and an expansion of the country’s middle income group. Given that the 

government expects per capita GDP (Gross Domestic Product) to double to over 4000 

USD by year 2014, the prospects for consumer spending on hi-technology products 

including computers is sufficient.  

 

For developing countries like Sri Lanka that are in the process of moving towards a 

modern economy, it is important to assess their E-Commerce capability when 

analyzing E-Commerce adoption. New advances in the Internet and its associated 

technologies are opening great opportunities for development in many sectors in the 

country. As a result, Sri Lanka is rapidly acquiring new Technologies to increase 

Internet access in many sectors, despite a number of barriers that stand in the way. 

However, still in terms of international and global comparison, Internet usage in Sri 

Lanka is relatively low. Therefore, E-Commerce is also still in its developing stage 

(EIU, 2009).  
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There are many changes that should take place before E-Commerce would have any 

significant impact on the Sri Lankan economy. It is true that most areas of the country 

find themselves under great pressure and incapable of moving with the time due to, 

poor infrastructure, unfriendly policy and regulatory environment, and severe 

economic problems. Telecommunications infrastructure is mainly limited to the major 

business centers like Colombo and Kandy (Computer Literacy Survey, 2009). It is 

relatively expensive to access and use the Internet. Bandwidth speeds are limited and 

the demand for ICT human capital is well above current supply (Lane et al., 2004). 

This study is only a small, exploratory step and we admit that a considerable distance 

is yet to be travelled. 

 

In many developing countries, the customer’s usual behavior is to have a close look at 

the product physically and compare it with other products before selecting the right 

one. It may be considered as the vital influencer in implementing the online buying 

and selling environment. Thus, the buying culture of a country may decide E-

Commerce adoption and challenges in implementation. The majority of the population 

in developing countries stays below the poverty level and suffers from not having a 

source of entertainment. In this situation, many people of such a country enjoy visiting 

the market choosing the products and comparing it physically with the others (Azam, 

2006). In countries like Sri Lanka and India, shopping is a social activity and a 

personal face-to-face contact with sellers is an important part of the shopping 

experience (Kapurubandara and Lowson, 2007). Besides this, infrastructural forces 

like connectivity, technology accessibility, availability,  required legal support, human 

resources, delivery system, finance and banking mechanism, level of average 

computer literacy, general peoples’ ability in conducting an E-Commerce operation 

and the provisions of institutional supports for technological education and training 

may have the strong influence in B2C E-Commerce implementation in Sri Lanka 

(Lane et al., 2004).  

 

There have been several studies on E-Commerce initiatives and adoption factors in Sri 

Lanka. The main barriers to the adoption of E-Commerce were identified as : low 

Internet penetration, lack of popularity in online marketing (Kapurubandara and 

Lawson, 2007), an outdated legal infrastructure, a poor national communications 

backbone, prohibitive cost of Internet access and a lack of skilled human resources 
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(Lane et al., 2004) in the ICT industry. Gamage (2001) has identified three main 

issues, People – Skills – Knowhow, Connectivity – Access – Infrastructure and 

Environment – Trust – Confidence, to be addressed in order to develop, promote and 

popularize E-Commerce in Sri Lanka.   

 

2.2.1 Status of the ICT sector 

 

The significant advances and changes in the ICT sector in Sri Lanka since 1977 

include the introduction of Sri Lanka Telecom (SLT) in 1991, the establishment of the 

Council for Information Technology (CINTEC) in 1984, the establishment of the 

Telecommunications Regulatory Commission of Sri Lanka (TRCSL) in 1996, the 

introduction of the ICT act in 2003 and the establishment of the Information and 

Communication Technology Agency of Sri Lanka (ICTA) in 2003 (Gamage and 

Halpin, 2007). However, in spite of these measures, the growth of the ICT sector in 

Sri Lanka has been slow and concentrated mainly in urban areas. 

 

Electricity is an important utility for using ICT equipment. According to the findings 

of the survey (Census and Statistics, 2007), about 80% of Sri Lankan households use 

electricity. Availability of electricity in the urban sector is near the universal (94%) 

and in rural sector, 65% of households have electricity. Hence, Sri Lanka is not likely 

to be left behind in the digital divide due to the lack of electricity.  

 

The study of Computer Literacy Survey (2009) shows that 11.4% of all households in 

Sri Lanka now possess a personal computer – a figure up from 8.2% in 2006/07. In the 

Western Province, 20.7% of households have computers. Internet provides access to a 

number of communication services including the World Wide Web and carries email, 

news, entertainment and data files. A wealth of information for almost any field can 

be accessed through Internet. Internet facility is available in 13.1% of households in 

Sri Lanka, up from 2.4% in 2006/07.  

 

A person is considered as a computer literate, if he could use the computer on his own.  

During the year 2009, computer literacy rate in Sri Lanka was 20.3% and shows a 

25% increase from 16.1% reported in 2006/07 (Computer Literacy Survey, 2009). The 



 

 

18 

table 2.1 exhibits the distribution of computer literacy level in all provinces in Sri 

Lanka. According to the figures in table 2.1 people in Western province show highest 

computer literacy while people in Eastern province show lowest knowledge in this 

subject. 

 

Table 2.1: Computer Literacy of Household Population by Sector and Province 

Sector/Province 
Computer Literacy (%) 

2006/07 2009 

Sri Lanka 16.1 20.3 

Sector   

     Urban 25.1 31.1 

     Rural 15.1 19.3 

     Estate 04.3 08.4 

Province   

     Western 23.2 27.7 

     Central 14.8 18.0 

     Southern 15.6 19.8 

     Eastern 11.4 12.9 

     North Western 12.6 16.5 

     North Central   8.9 14.1 

     Uva   9.9 14.7 

     Sabaragamuwa 12.3 19.1 

Source: Computer Literacy Survey (2009) 

 

Figure 2.3 exhibits cumulative number of Internet and E-Mail subscribers in Sri Lanka 

from year 1996 to 2009. Although it shows a high growth rate during last few years 

and communicates a positive message to the ICT community in Sri Lanka, the 

ultimate figure at the end of year 2009 (250,000), is still very low compared to some 

developed countries as it is still about 1.25% from the total population of the country.   
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Figure 2.3: E-Mail and Internet Growth  

(Source:  Telecommunications Regulatory Commission of Sri Lanka) 

 

2.2.2 E-Readiness 

 

E-readiness is fundamental to the adoption of E-Commerce.  It represents the 

capability of nations to create, diffuse, adopt and use various components of the 

network economy (Uzoka et al., 2007). One of the most comprehensive ongoing 

studies of E-Readiness is being conducted by the Economist Intelligence Unit (EIU). 

The E-Readiness survey conducted by EIU comprises a number of key factors and 

related issues, which measured out of a score of 10. It gives an indication of the level 

and degree of E-Commerce adoption. Popular E-Readiness factors include: 

connectivity and technology infrastructure, consumer and business adoption, legal and 

policy environment, social and cultural infrastructure, business environment and 

supporting E-Services (Economist Intelligence Unit, 2009).  Table 2.2 exhibits all E-

Readiness factors considered by EIU and their selected criteria for concluding the 

final value. 
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Table 2.2: Overview of E-Readiness Factors 

E-Readiness 

Factor 

Description Category Criteria 

Connectivity 

and 

Infrastructure 

Connectivity measures the 

extent to which individuals and 

businesses can access mobile 

networks and the Internet, and 

their ability to access digital 

services through means such as 

digital identity cards.  

Broadband penetration 

Broadband affordability 

Mobile-phone penetration 

Internet user penetration 

International Internet bandwidth 

Internet security 

Business 

Environment 

Comprehensive and forward 

view of each country’s 

attractiveness as a trading 

economy and as a destination 

for business investment from 

2009 to 2013.  

 

 

Overall political environment 

Macroeconomic environment 

Market opportunities 

Policy towards private enterprise 

Foreign investment policy 

Foreign trade and exchange regimes 

Tax regime 

Financing 

The labor market. 

Social and 

Cultural 

Environment 

Evidence of the familiarity of a 

country’s population with IT 

applications and the extent to 

which its schools and 

governments provide the 

education infrastructure to 

engender it. 

Educational level  

Internet literacy 

Degree of entrepreneurship 

Technical skills of workforce 

Degree of innovation 

Legal 

Environment 

Legislative approaches to 

issues such as cybercrime, data 

privacy and spam, and creating 

a legal atmosphere that works 

to minimize abuses and non-

competitive behavior, 

including provisions covering 

Effectiveness of traditional legal 

framework 

Laws covering the Internet;  

Level of censorship 

Ease of registering a new business 

Electronic ID. 
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consumer protection and legal 

jurisdiction. 

Government 

Policy and 

Vision 

The ability of Governments to 

lead their countries towards a 

digital future.  

Government spending on ICT per 

head 

Digital development strategy 

E-government strategy 

Online procurement 

Availability of online public 

services for citizens and businesses 

Consumer 

and Business 

adoption 

The actual utilization of digital 

channels by people and 

companies.  

 

Consumer spending on ICT per head 

Level of e-business development 

Use of Internet by consumers 

Use of online public services by 

citizens and businesses. 

Source: Economist Intelligence Unit (2009) 

 

E-Readiness in Sri Lanka is not at an acceptable higher level. As Economist 

Intelligence Unit (2009) indicates, the E-Readiness of Sri Lanka for the year 2009 is 

3.85 which is a considerable decline from its 2008 value, 4.35. The table 2.3 shows 

the distribution of E-Readiness variables in Sri Lanka for year 2008 and 2009. It also 

exhibits the weight of each factor in deciding the overall score. 

 

Table 2.3: E-Readiness Analysis in Sri Lanka 

E-Readiness Variable 
Year 

2008 2009 

Connectivity (20%) 2.95 2.50 

Business Environment (15%) 5.80 5.62 

Social and Cultural Environment (15%) 4.80 4.70 

Legal Environment (10%) 6.30 5.95 

Government and Policy Vision (15%) 4.10 3.80 

Consumer and Business and Adoption (25%) 3.70 2.55 

Overall Score 4.35 3.85 

Source: Economist Intelligence Unit (2008, 2009) 
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Sri Lanka, with an overall score of around 4.0, appears to be somewhere below the 

median in terms of overall global E-Readiness. Scandinavian countries like Denmark 

and Sweden have the highest overall E-Readiness rank, around 9.0. The current 

situation of E-Commerce in Sri Lanka is mainly addressed in terms of its business 

environment and legal environment. The table 2.4 exhibits the position where Sri 

Lanka stands globally compared some of Scandinavian and Asian countries when it 

comes to E-Readiness. 

 

Table 2.4: Global E-Readiness Analysis (2009) 

Country Global Rank E-readiness 

Denmark 1 8.87 

Sweden 2 8.67 

Singapore 7 8.35 

South Korea 19 7.81 

Japan 22 7.69 

India 58 4.17 

Sri Lanka 63 3.85 

Pakistan 66 3.50 

Source: Economist Intelligence Unit (2009)  

 

In building a competitive E-Commerce environment and transferring the commercial 

sector to an IT platform, both the government and the private sector will have to make 

a significant commitment for human capital, legal framework and other supporting 

components of this revolution. While the private sector will have to make individual 

development plans for each respective commercial unit, the government will have to 

formulate an integrated national plan. The government must play the role of the 

facilitator and the private sector must take the lead, exercising self-regulation, in 

taking the industry forward successfully.   

 

The Government of Sri Lanka exercises a significant influence over many aspects of 

the economy. The future outlook of political stability seems to be more conducive to 

the economic growth of the country. In addition, as a result of the country’s three 
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decades long civil war coming to end, it can reasonably be expected that investments 

would flow to uplift infrastructure facilities in the Northern, Eastern and other regions 

of the country including ICT infrastructure investments.  

 

As mentioned by Sri Lanka’s Information and Communication Technology 

Association (ICTA), by declaring year 2009 as the ‘Year of English and Information 

Technology’, the Government of Sri Lanka has already executed a series of activities 

aimed at improving the country’s standard of English as a communication language 

and IT literacy amongst the general public, with the long term objective of providing 

the necessary skills to meet future demands in the ICT sector. It further reveals that 

some of the infrastructure projects like Lanka Government Network (LGN) which 

connect the Government institutions like Ministers, Departments, Provincial Councils, 

District and Divisional Secretariats will allow organizations to interchange 

information and provide a platform to offer citizen services accurately, efficiently and 

quickly. 

   

2.3 IT Adoption Models 

 

With the ever-increasing implementation of IT into personal and organizational 

settings, the question of why people decide to accept or reject a particular technology 

continues to be a major issue. If customers or employees within the organization 

decide not to accept and use latest development in organizations IT structure in daily 

business, many companies stand to suffer considerable loss in overall revenue due to 

difficulties in facing the rival competition in the market in terms of product 

innovations, market capitalization etc,. Thus, having a better understanding of why 

people accept or reject IT and identifying underling factors in decision making are 

crucial. 

 

Users’ perceptions of intentions to adopt an Information System (IS), the rate of 

diffusion or adoption, and penetration of technology within and across organizations 

are important factors in IS research (Davis, 1989). With the development of Internet 

and its adoption by the business world, researchers in IS community have conducted 

many studies on adoption and diffusion of World Wide Web and personal computer 
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based E-Commerce. Technology adoption frameworks are those that address the 

technological related determinants of E-Commerce adoption and diffusion at 

individual levels.  

 

There have been many empirical studies on adoption and diffusion behavior of a new 

technology. Two models are widely applied in the adoption approach: the Technology 

Acceptance Model (TAM) (Davis, 1989) and the Theory of Planned Behavior (TPB) 

(Ajzen, 1991). Each theory of model has been proposed with different sets of 

determinants and moderators. More importantly, many studies related to the selected 

field have been conducted in the United States and European countries (Davis (1989), 

Ajzen (1991), Slyke et al. (2004), Klopping and McKinney (2004) and Delafrooz et 

al. (2008)). Therefore, it is questioned whether the technology acceptance models and 

theories that have been developed, modified and extended in those aforementioned 

countries can be used in other regions like Asia, Africa and Latin America. It is 

questioned whether there might be other determinants and moderators that also play 

important roles in these specific environments.  

 

2.3.1 Technology Acceptance Model  

 

The TAM (Davis, 1989) focuses on two main characteristics of a system: Perceived 

Usefulness and Perceived Ease of Use. It further says that the actual system use is 

determined by users’ behavioral intention to use, which is in turn influenced by their 

attitude toward usage. Attitude is directly affected by users’ belief about a system, 

which consists of perceived usefulness and ease of use. Usefulness depends on the 

extent to which an application contributes to the enhancement of the user's 

performance. Improvements in user performance can be visible as taking less time to 

accomplish a task, producing higher quality work products, etc. Perceived Ease of Use 

relates to the effort required by the user to take advantage of the application. The 

results of Davis (1989) have found that Perceived Usefulness is the most significant 

determinant of intention to use. Perceived Ease of Use had small significant effect and 

attitudes partly mediated the relationship between beliefs and intentions. 
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Researchers have shown that Perceived Usefulness affects intended adoption of IS, 

but has mostly failed to do so regarding Perceived Ease of Use.  Geffen and Straub 

(2000) have tested and proved that Perceived Ease of Use directly impacts the 

intention to use an IS. It relates to assessments of the intrinsic characteristics of IT, 

such as the ease of use, ease of learning, flexibility and clarity of its interface. The 

Perceived Usefulness, on the other hand, is a response to user assessment.  

 

Figure 2.4 exhibits the framework used by TAM and its main variables in deciding 

actual usage of the technology. 

 

 

 

 

 

 

 

Figure 2.4: Technology Acceptance Model (Source: Davis, 1989) 

 

Despite its popularity and usefulness, many researchers still want to investigate 

whether the TAM should be revised, extended or modified to account for rapid change 

in both technologies and their environments. Okada et al. (2007) proved that the 

Perceived Ease of Use, Perceived Usefulness, product offerings and perceived service 

quality were positively related to the attitude towards purchasing in Internet shopping, 

which directly affected the online consumer purchase intention. Online consumer 

purchase intention was then positively related to the adoption of Internet shopping. 

Klopping and McKinney (2004) extended TAM to generalize both information 

gathering and purchasing in E-Commerce. They further revealed that perceptions of 

usefulness are more related to use than perceptions of ease of use. Delafrooz et al. 

(2008) and Sulaiman et al. (2008) have also discussed these key factors, Perceived 

Ease of Use and Perceived Usefulness in TAM in their literature and proved the 

impact on adoption of a technology. Using TAM, Sulaiman et al. (2008) revealed that 

convenience and ease of use serve as strong factors that motivate consumers purchase 

tickets online, a form of B2C E-Commerce. 
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2.3.2 Theory of Planned Behavior 

 

Ajzen (1991) discusses three conceptually independent determinants of intention in 

his model, Theory of Planned Behavior (TPB). The first is the attitude towards the 

behavior and refers to the degree to which a person has a favorable or unfavorable 

evaluation or appraisal of the behavior. The second determinant is a social factor 

termed Subjective Norm which refers to the perceived social pressure in performing 

the behavior. In other words, Subjective Norm expresses the perceived organizational 

or social pressure of a person while intending to perform the behavior in question 

(Ajzen, 1991). It is related to normative beliefs about the expectations of other 

persons. The third determinant of intention is the degree of perceived behavioral 

control which refers to the perceived ease or difficulty of performing the behavior. 

Further, it says that perceived behavioral control is assumed to reflect past experience 

as well as anticipated determinants. It concerns the beliefs about presence of control 

factors that may facilitate or hinder the performance of the behavior. According to the 

TPB, performance of a behavior is a joint function of intentions and perceived 

behavioral control. 

 

A central factor in the TPB is the individual’s intention to perform a given behavior. 

Intentions are assumed to capture the motivational factors that influence a behavior; 

they are indications of how hard people are willing to try, of how much of an effort 

they are planning to exert, in order to perform the behavior (Ajzen, 1991). The TPB 

places the construct of self-efficacy belief or perceived behavioral control within a 

more general framework of the relations among beliefs, attitudes, intentions, and 

behavior. According to the TPB, perceived behavioral control, together with 

behavioral intention, can be used directly to predict behavioral achievement.  

 

Behavioral intention is a measure of the strength of one’s willingness to try and exert 

while performing a certain behavior. As a general rule, the more favorable the attitude 

and Subjective Norm with respect to a behavior and the greater the Perceived 

Behavioral Control; the stronger should be an individual’s intention to perform the 

behavior under consideration (Ajzen, 1991). Paul and Chai (2002) have emphasized 

that cultural differences play a significant role in consumer E-Commerce adoption. It 

was also mentioned that cultural dimensions like individualism, collectivism and 
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Attitude towards 

the behavior 

Subjective norm 

Perceived 

Behavioral Control 

Intention Behavior 

power distance play a key part as moderators of the effect of TPB variables on online 

consumer behavior.  

 

Figure 2.5 exhibits the framework used by TPB and its main variables in deciding 

actual usage of the technology. 

 

 

 

 

 

 

 

 

 

Figure 2.5: Theory of Planned Behavior (Source: Ajzen, 1991) 

 

The TAM and the TPB, both have strong behavioral elements. As an example assume 

that when a person forms an intention to act, they will be free to act without limitation. 

In the real world, there are many constraints such as limited liability, time constraints, 

environmental and organizational constraints, and unconscious habits which limit the 

freedom to act. Attitudinal belief structure is decomposed into three dimensions: 

Perceived Ease of Use, Perceived Usefulness and compatibility. Normative belief 

structure is decomposed into two dimensions: peer and superior influences. Control 

belief structure is decomposed into three dimensions: individual self-efficacy, 

resource facilitating conditions and technology facilitating conditions (Ajzen, 1991). 

 

It was found that decomposed TPB provides a more complete understanding of IT 

adoption compared to the preliminary stage of the TAM. The key factors in TPB, 

Perceived Behavioral Control, attitude and Subjective Norm have been discussed 

extensively by Uzoka et al. (2007) and Hernandez et al. (2009). 
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2.4 Trust in E-Commerce 

 

Security has been a serious issue for many companies which are doing businesses over 

Internet. All E-Commerce users need to feel confident that their transactions are safe 

from stolen and alternation. As suggested in numerous studies, a commonly 

recognized barrier to the diffusion and adoption of E-Commerce has been the lack of 

security and privacy associated with Internet. Web-based shopping removes many 

geographic barriers between customers and merchants, allowing new distant 

merchant-customer relationships to emerge. In these distant relationships, trust of the 

merchant, the technology, the product and the service-provider are central to the 

transaction (Slyke et al., 2004). In Web-based shopping, there may be increased 

uncertainty with respect to the merchant performing the contract since the consumer 

has no direct face-to face interaction with the merchant and often has no physical store 

to refer to. 

 

Messages on the Internet are being passed in a shared domain and therefore 

consumers are not yet comfortable with sending personal information across the 

Internet. The higher the concern for privacy, confidentiality, security and authenticity, 

a consumer perceives in E-Commerce transactions, the lower the usefulness of E-

Commerce will be for the consumer. In this context, we believe that consumers’ 

Perceived Risk that is lower the trust would decrease their usefulness and ultimately 

discourage consumers from their adoption on E-Commerce. While a secure technical 

infrastructure is necessary, it is not sufficient for creating the trust necessary to 

generate spontaneous electronic transactions on Internet. Reliable encryption and 

authentication methods are common technical approaches to achieve this problem. 

Further, digital certificate technologies such as E-Trust, WebTrust, E-Card and 

Smartcard can also be used to solve such security issues.  

 

The trust factor or Perceived Risk associated with E-Commerce has widely been 

discussed in related E-Commerce adoption literature.  Olusegun et al. (2006), Wang et 

al. (2008), Connolly and Bannister (2007), Slyke et al. (2004), Jahangir and Begum 

(2008), Chang and Zhu (2006) and Sulaiman et al. (2008) have discussed this trust 

factor extensively and proved that there is a considerable impact on E-Commerce 

adoption. Connolly and Bannister (2007), in their literature, have provided evidence 
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that consumers trust in E-Commerce is a result of two factors, vendor’s perceived 

integrity and vendor’s perceived competence. The former encompasses social 

antecedents of trust, while the latter encompasses the technical antecedents of trust. It 

has been found that two trust antecedents, cognition-based and personality-based 

trusts, are more relevant to the formation of the initial trust, since people inherently 

have cognitive resource limitation for recognizing subjects by the first impression and 

personality is an important determinant in the initial stage of a relationship building 

(Wu and Chen, 2005). 

 

2.5 E-Commerce Adoption 

 

The term ‘Adoption’ and how far a person is adapted to a certain process vary from 

country to country and culture to culture. The adoption process is influenced by many 

factors like usefulness, attitude, ease of use etc, as discussed by various adoption 

models. Depending on the availability of those factors and the degree of the 

availability the rate of adoption differs. The E-Commerce adoption process and 

various adoption models have widely been discussed in E-Commerce literature (Davis 

(1989), Ajzen (1991) and Uzoka et al. (2007)). 

 

Delafrooz et al. (2008) stated that main determinants in consumer’s attitudes towards 

online shopping are convenience, wider selection and price.  Individual behavioral 

factors such as perceived advantages, perceived complexity of the Internet, 

accessibility and the management support have statistically significant influence on 

the adoption of the E-Commerce (Uzoka et al., 2007). Further, the study conducted by 

Klopping and McKinney (2004); has suggested that perceptions of usefulness are 

more related to adoption than perceptions of ease of use. They further emphasized that 

developers of a web site must address usefulness to the user, rather than focusing on 

how easy the site is to use. 

 

Hernandez et al. (2009) have stated that consumer satisfaction stems from the 

experience obtained from purchasing. If an individual has made at least one exchange, 

the most reasonable result is that the action tends to be repeated, rather than remaining 

as an isolated act. Further, they have emphasized that previous experience with the 
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Internet is a prerequisite for individuals to feel more confident during their purchasing 

acts. Lumsden and Mackay (2006) supported the idea that consumers as a whole do 

not perceive online experiences and based on the personality type, consumers consider 

different aspects of their online experience. Hayashi and Klee (2003) have found that 

consumers who use new technology products tend to use electronic forms of payment 

than those who do not.  

 

It has been emphasized by the literature that there is a huge impact on the E-

Commerce from the factor that is associated with risk. Olusegun et al. (2006) have 

mentioned that the major factor affecting the adoption of E-Commerce has been the 

perception of poor security associated with payment methods and online business 

transactions as people worry about transmitting their credit card information over the 

Internet. The risk perception of the consumer has become the main restrictive factor of 

online shopping as it is greater through online shopping than traditional shopping 

(Wang et al., 2008). Connolly and Bannister (2007) have identified some key sub 

variables in trust factor and proved that the characteristics of online vendor, situational 

factors and third party certifications have considerable influence on Perceived Risk or 

the trust in using E-Commerce.  

 

Slyke et al. (2004) have indicated that perceptions of trust are related to intentions to 

shop over the Web. In addition, the data indicated that perceptions of relative 

advantage, complexity, compatibility and image also have significant relationships 

with use intentions. Jahangir and Begum (2008) have also proved that, Perceived 

Usefulness, Perceived Ease of Use, security and privacy affect customer adaptation to 

e-banking service and by that E-Commerce. Chang and Zhu (2006) have also 

emphasized that consumers who never intend to shop online pay much attention to the 

‘trade reliability’ factor. On the other hand some consumers consider that cheating 

online can only lead to a loss of money for a time, but the theft of the credit card 

account would result in the loss of all the money in the card. They ignore the fact that 

the theft of the bank account is only a fraction compared with available vulnerabilities 

on the Internet.  So they pay much attention to ‘individual information security’.  

 

The findings on motivators and barriers of e-ticketing has clearly indicated that 

convenience and ease of use serve as strong factors that motivate consumers to 
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purchase tickets online (Sulaiman et al., 2008). They have further indicated that 

security and privacy concerns were found to be the biggest barriers of e-ticketing. 

Delafrooz et al. (2009) have suggested that utilitarian orientations, convenience, price 

and wider selection are an important determinant of consumer’s attitude towards 

online shopping. Moreover they have a significant positive impact on consumers’ 

attitude towards online shopping. Although the Internet is relatively easy, yet non-

adaptors claimed that they may not possess the relevant expertise to adopt the Internet 

in their organizations (Tan and Teo, 1998). Adapting to the new technology may 

require changes in employees’ work attitudes, skills and performance levels and 

learning what IT can offer these organizations.  Tan and Teo (1998) further claimed 

that non-adopters were also concerned about the costs involved in adopting the 

Internet, such as subscription fees, design and development expenses, hardware and 

software costs, time access and maintenance costs.  

 

It was found that consumers may believe that their family, friends and peers would 

favor certain online behaviors and this belief tends to influence their intentions and 

behavior. It was found that top management, supervisors and peers significantly 

influenced adoption intention of a particular person (Paul and Chai, 2002). In addition, 

they found that IT staff and friends were important influencers for potential adopters 

in an organization. 

 

It was found that most online shoppers are young males who were professionals, 

managers or were running their own businesses. They are less concerned about online 

security, are competent Internet users and shop online because they find it fun, easy 

and convenient (Mutum and Ghazali, 2006). The study of Mutum and Ghazali (2006) 

has revealed fundamental satisfiers and dis-satisfiers of shopping online. The 

fundamental satisfiers of shopping online are: Internet shopping is easy, fun, 

convenient and Internet for product information search. On the other hand, the dis-

satisfiers of shopping online are: possibility for financial losses, incompetence with 

Internet usage, Internet shopping is a hassle and prefers shopping in Brick-and-Mortar 

stores. The higher the degree of identification with the satisfiers, higher would be the 

chance the respondents would shop online. The Six country comparison of online 

consumers done by Brachear et al. (2008) stated that convenience is more important 

for online consumer than non-online consumer and online consumer exhibits higher 
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levels of impulsiveness than non-online consumer. They further stated that while 

online consumers are distinguished from the non-online consumers by the level of 

income, computer ownership and email, and Internet usage, they are not different 

from non-online consumers with regard to education, age and gender in most of the 

countries examined. 

 

2.6 Literature Review Summary 

 

It was identified that E-Commerce is available in different perspectives and is used for 

various purposes in the cooperate world. In certain situations, only a part of a full 

commercial process is handled through a electronic medium while the rest is 

completed physically. In general, E-Commerce clears geographical barriers and 

connects consumers and merchants around the world. As a country Sri Lanka is still in 

its early stages in terms of E-Commerce developments. The government of Sri Lanka, 

with the help of some regulating and policy making bodies, has taken some initiatives 

to develop the ICT sector in the country.  

 

E-Readiness is a fundamental value in analyzing E-Commerce initiatives in a country 

and is around 4.00 in Sri Lanka out of a maximum of 10.00 during the last two years.  

Still there is a long way to go in order to improve E-Readiness rankings in terms of 

connectivity and infrastructure, consumer and business adoption, government policy 

and vision, business environment and legal environment.  

 

It was found that Technology Acceptance Model (Davis, 1989) and Theory of Planned 

Behavior (Ajzen, 1991) have widely been used for investigating behavioral factors in 

technology adoption. Literature based on those two models proved that Perceived 

Usefulness, Perceived Ease of Use, Subjective Norm and Perceived Behavioral 

Control have significant impact on the technology adoption process. It was observed 

that Perceived Risk associated in E-Commerce transactions in terms of privacy and 

confidentiality, security and authenticity create more impact on making E-Commerce 

transaction decisions.  
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All E-Commerce adoption factors discussed in different literature is summarized in 

table 2.5.  

 

 

Table 2.5: Literature Summary for E-Commerce Adoption Factors 

E-Commerce Adoption Factor Related Literature 

Convenience Delafrooz et al. (2008) 

Klopping and McKinney 

Slyke et al. (2004) 

Jahangir and Begum (2008) 

Sulaiman et al. (2008) 

Brachear et al. (2008) 

Mutum and Ghazali (2006) 

Wider Selection Delafrooz et al. (2008) 

Price Delafrooz et al. (2008) 

Perceived advantages Uzoka et al. (2007) 

Klopping and McKinney (2004) 

Slyke et al. (2004) 

Jahangir and Begum (2008) 

Perceived complexity of the Internet  Uzoka et al. (2007) 

Slyke et al. (2004) 

Accessibility Uzoka et al. (2007) 

Management support Uzoka et al. (2007) 

Paul and Chai (2002) 

Previous experience in electronic 

transactions 

Hernandez et al. (2009), 

Lumsden and Mackay (2006), 

Hayashi and Klee (2003) 

Poor security / Reliability / Perceived 

Risk  / Availability of 3
rd

 party 

certificates / Privacy 

Olusegun et al. (2006) 

Wang et al. (2008) 

Connolly and Bannister (2007) 

Slyke et al. (2004) 

Jahangir and Begum (2008) 

Chang and Zhu (2006) 

Mutum and Ghazali (2006) 
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Profession Mutum and Ghazali (2006) 

Age Mutum and Ghazali (2006) 

Work Attitude and Skills Tan and Teo (1998) 

Family and Friends Paul and Chai (2002) 

Peers and subordinates Paul and Chai (2002) 

 

 

However, all those aforementioned factors can be summarized into some broader 

concepts with reference to two main theories, TAM and TPB discussed previously. 

Table 2.6 categorizes all E-Commerce adoption factors identified through literature 

survey into five main concepts. 

 

Table 2.6: Main E-Commerce Adoption Factors 

E-Commerce Adoption Factor Main Factor Related Literature 

Convenience Perceived Ease of 

Use 
TAM (Davis, 1989) 

Wider Selection  

Price  

Perceived advantages 

Perceived 

Usefulness 
TAM (Davis, 1989) 

Perceived complexity of the 

Internet, 

Accessibility, 

Previous experience  

Perceived 

Behavioral Control 
TPB (Ajzen, 1991) 

Family and Friends 

Peers and subordinates 
Subjective Norm TPB (Ajzen, 1991) 

Poor security  

Reliability  

Perceived Risk   

Availability of 3
rd

 party 

certificates  

Privacy 

Trust 

Olusegun et al. (2006) 

Wang et al. (2008) 

Connolly and Bannister 

(2007) 

Slyke et al. (2004) 

Jahangir and Begum (2008) 

Chang and Zhu (2006) 


