
 

Chapter one 

 

1. INTRODUCTION 
This chapter provides a background that will present the area of electronic commerce 

(e-commerce) and its usage in the manufacturing industries. This will be followed by 

the problem statement, main objectives, methodology followed, demarcations and 

finally the outline of the thesis. 

 

1.1 Background of the study 
Dramatic economic and strategic changes brought about by recent advances in 

technology, including the Internet, the World Wide Web (WWW), broadband, 

mobile and wireless technologies have expanded the scope of commerce. In 

manufacturing operations, the role of these various electronic commerce (e-

commerce) technologies has been accelerating. Manufacturing operations could not 

function without its integration to the larger business community and the relevant 

stakeholders. 

 

The extension and integration of such internally focused manufacturing systems the 

materials resource planning (MRP), enterprise resource planning (ERP), product and 

process design systems, product document and data management systems to go 

beyond the walls of the manufacturing plant, has progressed greatly in recent years 

due to e-commerce technologies. It is no longer an issue of gaining competitive 

advantage in these areas, but it is now an issue of just maintaining a business 

presence (Gunasekaran et al., 2004). 

 

“Electronic commerce or  e-commerce is defined as any type of business transactions 

in which all the stakeholders interact electronically rather than by the physical 

exchange of direct contact" (Niklas et al.,1998). E-commerce commonly related to 

commercial transactions of goods and services are conducted electronically between 

the stakeholders, mainly through the open international network systems. 
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E-commerce is a new distribution channel in doing business by using the technology 

of Internet to develop more market and enhance more customers with a low cost of 

investment. It can be used for online transaction between Business-to-Business 

(B2B), Business-to-Consumer (B2C), Consumer-to-Consumer (C2C), Business-to-

Government (B2G) and Government-to-Consumer (G2C). However the advent of e-

commerce had shifted the location of the traditional user of information systems out 

of the physical domain of the organisation. 

 

The approach of e-commerce should be defined in the broad terms since the Internet 

is in the forefront of the discussion related to the transaction over the Internet. This 

focus was more explicitly followed in a way where e-commerce involve the 

undertaking of normal commercial, government, or personal activities by means of 

computers  and telecommunication networks. And this includes wide variety of 

activities involving the exchange of information, data or value based exchange 

between two or more parties (Kao Diana & Judith, 2003). 

 

“A wide range of communication technologies including e-mail, Internet, Intranet 

and Extranet could be used to support electronic commerce. E-commerce includes 

commercial transactions such as electronic trading of goods and services, on-line 

delivery of digital contents, electronic fund transfers, electronic share trading, 

electronic bills of lading, collaborative design and engineering, public procurement, 

direct and consumer market etc. The potential for the application of electronic 

commerce should continue to expand” (Beda Mutagahywa & John Kajiba, 2000).  

 

The terms of e-business and e-commerce are often used interchangeably. McNurlin 

& Sprague (2004) define “e-business to have more inclusive meaning in that it 

referred to three strategic roles of information technology: inward, outward and 

across. These were business-to-employee, business-to-consumer and business-to-

business”. In the context of this research e-commerce refers to Internet-based 

applications for a firm’s supplier i.e. Business-to-Business (B2B) context. There 

have been significant researches on electronic commerce, though majority of the 

studies had focused on the developed countries such as United States of America, 
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Canada and Western Europe etc. However, most of the world’s population existed 

outside the borders of these countries. Little emphasis had been placed on studying 

the state of e-commerce development in developing countries, especially in Asian 

region. These countries tend to lack in the infrastructural, economic and socio-

political framework for the development of electronic-commerce in comparison to 

developed countries. However, some developing countries had initiated strategic 

moves aimed at achieving an appropriate level of e-commerce development. (Faith-

Michael & Geoffrey, 2006)  

 

Due to the fact that the e-commerce is a powerful tool for modern business in the 

twenty-first century, the need for research in this area is very essential for a 

developing country like Sri Lanka to adapt its markets into the digital world. 

Moreover, e-commerce gives a lot of advantages to the investor by reducing costs 

within the organization and lowering barrier in communication across the world.  

 

1.2 Significance of the study 
The significance of this study is to prepare and increase the awareness of the Sri 

Lankan users on e-commerce at this time of major change. Further, most of the 

developing country’s manufacturing companies were very successful using the e-

commerce technologies in their manufacturing companies where the infrastructure 

facilities are very similar to Sri Lanka. Therefore studying the awareness level will 

help to improve the Sri Lankan manufacturing industry. Some of the key benefits 

expected from this study are as follows:- 

 This research will be helpful to the manufacturing companies where they can 

get to know the advantages of using e-commerce technologies in their 

business and successfully adapt the e-commerce to their business. 

 This research will help the managers to find out the constraints which prevent 

the manufacturing organisation using e-commerce applications.  

 This research will help the managers to take appropriate decision regarding 

the high level of future investment.   

 This will improve the strategic planning processes of e-business by providing 

relevant data on information technology performance to the companies.  
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 This will provide new technological training for the employees so that they 

become effective employees. 

 As a society it will help to improve the quality of life, becoming a partner of 

the global information highway and create a knowledge based society. 

 It will make Sri Lanka’s position as a preferred location for domestic and 

foreign investment and will support stronger business growth through 

sustained improvements in productivity. 

 

1.3 Problem statement 
To identify “What the current level of e-commerce awareness in manufacturing 

Industries in Sri Lanka and to identify the potential constraints to implement the e-

commerce technologies”. 

 

1.4 Research objectives 
The main objectives of the studies are: - 

1. To measure the present level of the e-commerce awareness in manufacturing 

industries in Sri Lanka. 

 

2. To find out the potential constraints of implementing e-commerce 

applications in manufacturing industries in Sri Lanka. 

 

3. To identify the future investment level of implementing e-commerce 

technologies in manufacturing industries in Sri Lanka. 

 

4. To explore the relationship between the e-commerce awareness and the firm 

based characteristics of the manufacturing industries. 
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1.5 Research methodology 
The methodology used in the research is given below briefly:- 

Literature review 

Initially the definition on some of the key words relating to the study is given. Next it 

provides how the e-commerce technologies are used in manufacturing industries and 

what tools are used. Following the status of the e-commerce in Sri Lanka, the 

manufacturing industries in Sri Lanka are being reviewed.  

 

Thereafter the theoretical background of the e-commerce awareness is presented. 

This provides the various e-commerce awareness / e-readiness frameworks and 

conceptual models previously used to perform similar studies in different parts of the 

world. These frameworks provide examination of the variables that needed to be 

evaluated making an assessment. Each e-readiness assessment has a difference with 

respect to its aims and variables used. Finally the literature provided the framework 

for limitations of implementing the e-commerce technologies in the different 

industrial levels such as micro, meso and macro levels. Other relevant subject matter 

literature is reviewed in this section. Further the detailed literature review is 

presented in chapter two. 

Methodology 

 First the conceptual framework model with the dependent and the 

independent variables are presented. This has been used to derive the 

hypothesis. (figure 3.2) 

 Second the operationalization of the concepts is done. The concept needed to 

operationalize to obtain a specific way to observed or measure the variables. 

The concept variables and Indicators had been operationalized, the related 

questions used in the questionnaire is indicated and linked with the literature 

reference. This has been given in the table form in chapter three. (table 3.1) 

 Third the hypothesis is derived from the conceptual framework and there are 

six related hypothesis derived. 

 Fourth the target population and the sample of the study are defined. Further 

the demarcation used for the sample selection and the justification are given 

for the selected sample in detail. (figure 3.3) 
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 Fifth the questionnaire used in the study and the way they have been 

designed and tested are discussed in detail. Further the measures of construct 

and the conduct of pilot study are discussed in detail.  

 Sixth the various data collection approaches and the problems faced while in 

the data collection process and the methods used to overcome these problems 

are discussed in detail. 

 

Finally the analysis of the results had been presented and discussed. Further the 

conclusion and recommendations are provided.   

 

1.6 Demarcations 
Due to the limited amount of time available for this study an attempt had been made 

to narrow the focus. Therefore, this study will concentrate on the prospective of the 

Business -to- Business (B2B) e-commerce from supplier perspective and a very little 

attention will be paid on the Business-to-Customer (B2C) or customer perspective. 

The sample selected for this study is limited only to the large scale manufacturing 

companies where there are four types of manufacturing industries such as micro, 

small, medium and large scale companies.  

 

1.7 Outline of the thesis 
This thesis is divided into six chapters. In the first chapter the reader has explained 

the introduction to the field of study. This is followed by the problem statement, 

presentation of the objectives of the study and the demarcations of the study. The 

second chapter provides a literature review of previous research conducted with in 

the area of overall purpose which serves as the theories for the study as well as 

conceptual framework. Chapter three describes and motivates the choices of 

methodology made for this thesis. Then fourth chapter describes the collected 

empirical data and is examined and analyzed. Fifth chapter provides discussions 

based on the examined data. Finally the sixth chapter provides the conclusions, based 

on the findings of the research conducted and provides a future recommendation.  

 

 

 14



The outline of the thesis is illustrated in figure 1.1 as given below:- 

 
Figure 1.1 Outline of the thesis 
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