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ABSTRACT

A significant portion of Sri Lanka's GDP, more than 7%, comes from the clothing industry, which
directly employs 15% of the labour force. One important process that can have a big impact on a
company's supply chain performance is procurement. Because of this, procurement errors are
frequent in all industries. This is because market demand is not well understood or communicated.
Consequently, by using e-procurement, firms will be able to optimize their entire procurement
process and reap significant benefits. Therefore, the primary objective of this research is to identify
how institutional factors affect the adoption of e-procurement in Sri Lankan clothing industry, with
a focus on clothing manufacturers located in the Koggala export processing zone. The systematic
literature review was conducted to analyze institution-based factors for the e-procurement
adoption. The innovation diffusion theory, technology adoption theory and institutional theory
served as the foundation for this investigation. Then the independent variables staff technical
competencies, adequate technological infrastructure, managerial commitment, corporate
procurement culture, and dependent variable adoption of e-procurement were used to build the
conceptual framework. The target population for the research approach was all the workers who
are employed in the departments and sub departments which are attached with the procurement
process in clothing manufacturers in Sri Lanka's Koggala export processing zone. Convenience
sampling was used as the sampling technique. Initially, stepwise regression analysis was
conducted, and the results indicated that the changes in the adoption of e-procurement were
strongly impacted by only three independent variables: staff technical competencies, adequate
technological infrastructure, and managerial commitment. Then due to the invalidity of
assumption of homoscedasticity in residual diagnostics, the log transformed regression model was
introduced to transform a highly skewed variable into a more normalized dataset. The results
reported that the 66.3% of the difference in the adoption of e- procurement was clarified through
the same institutional factors same as the previous model. Furthermore, this model failed to accept
the assumption of homoscedasticity, and three data points were identified as abnormal data points.
Then both Cook’s distance test and DFFITS test were conducted separately to calculate values to
determine whether these identified abnormal points are influential or not. The thresholder values
concluded that the points are not influential data points. However, since these points acted as
abnormal points for the data distribution, another regression was conducted without all abnormal
data points. Then a more precise model was constructed with the acceptancy of all the residual
assumptions. This model showed that the most important institutional determinants for Sri Lankan
clothing manufacturers adopting e-procurement are staff technical competencies and adequate
technological infrastructure. Additionally, the model showed that institutional variables, staff
technical competencies and adequate technological infrastructure account for 63.2% of the
variation in e-procurement adoption. Also, it concluded that 36.8% variation in the e —
procurement adoption can be encountered by any other factors which are not covered in this study.
These results demonstrated that, while transitioning to an electronic-based procurement platform,
Sri Lankan textile sector participants must concentrate more on their technological infrastructure,
including hardware, software, networking, and communication tool availability. Also, they should
hire more skillful employees and should enhance the competency of the working teams to adopt
to the new e-procurement platform and work smoothly on that platform.
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il



ACKNOWLEDGEMENT

Firstly, I would like to communicate my honest thankfulness to Dr. Pasan Edirisinghe, my
research supervisor, for all his assistance, direction, and supervision from the beginning

of this work.

In addition, I want to express my gratitude to each lecturer for their unwavering support,

direction, and insightful counsel that helped me finish this degree program successfully.

Finally communicate my honest thankfulness to all my friends for reaching out to me and

backing the research morally.

Lastly, I will always be indebted to my parents for providing me with the room and
resources I required to dedicate myself to this research. I also want to thank my family for

supporting me anytime I needed it.

v



TABLE OF CONTENTS

1

INTRODUCTION ...ttt 1
1.1 Background of the study .........cccccoiiiiiiiiii 1
1.1.1 Sri Lankan Clothing INAUSIIY .......c.oooveiiiiiiiiiec e 3
1.1.2  InStitUtioNal ASPECES ...vviuviiieiiiiiiiiiesiiee et 4
1.1.3  Adoption of E-Procurement ............cceeruireerierinienieii e 5
1.1.4  Institutional Aspects and Adoption of E-procurement.............cccoovervrnennnn, 5
1.2 Research Problem..........ccccoiiiiiiiiiiiie e 6
1.3 Research QUESTION .. ....uviiiiiiiiiie i 7
1.4 ReSEArCh ODJECLIVES ...uviiivieiiiieiie e 7
1.5 Significance of the study ........ccoceviiiiiiiii s 8
1.6 Scope of the StUAY .....ceeiiiiiii s 8
LITERATURE REVIEW ..ot 10
2.1 Chapter OVETVIEW ......ccuiiiiiiiiiiiiiiieie e 10
2.2 Introduction to of Key Words.........ccccoviiiiiiiiiiiiicicc 10
2.2.1 Procurement ..........cocooiiiiiiiiiii 10
2.2.2  E-PrOCUTEMENL....cuviiiiiiiiiiiieiii e 10
223 Adoption of E-proCurement ...........ccoovverviiieenieienee e 11
2.2.4  Institutional FaACtOTS.......cccooviiiiiiieiiicie e 12
2.2.5 Managerial COMMItMENL...........coviiviiiieiicieere e 12
2.2.6  Staff Technical COMPELENCIES ......ccouvviireiiiieiieireesee e 12
2.277  Adequate Technological Infrastructure .............ccceovvriieriiiicniee e 13



2.2.8  Corporate Procurement Culture ...........ccccovviviiiininiiiiciiceceec e 13
23 Theoretical REVIEW ........ccciiiiiiiiiiicic e 13
23.1 Innovation Diffusion Theory..........cccoviiiiiiiiiiiici e 13
2.3.2  Technology Acceptance Theory .........cceriiiiriieiiniiiieiec e 14
2.3.3  Disruptive Innovation Theory ..........ccovveiiiiiiiiiiniiice e 15
2.3.4  Institutional TREOTY ....cccuviiiiiiiiiie it 15
2.4 Institutional Aspect on the E-procurement Adoption........ccccocevvevivieiiinnnns 16
2.4.1 Staff Technical COMPELENCIES .......eeiverririeiieiiieiee e 18
242  Adequate Technological Infrastructure ...........cocoeeveeriieiiciiieneeee e 18
243  Managerial ComMmItMEeNt.........ccoueviiiiiiiiiiiiie i 18
244 Corporate Procurement Culture ............ccoooeeiiiiiienii e 19
2.4.5  Institutional Aspects & Adoption of E-procurement.............cccocvevvrvennne. 19
24.6  E-procurement in Sri Lankan Clothing Industry...........cccooiiniiiiiinnnne. 19
METHODOLOGY ...ttt 21
3.1 Chapter OVEIVIEW ......ccviiiiiiiieiie e 21
3.2 ReESEArCh PrOCESS ....vviiivicieieiee s 21
33 Research Approach.........oocvoeiiiiiiii e 22
34 Proposed Conceptual Model ..o 22
3.5 Operationalization of conceptual model ..........c.cceviiiiiiiniiiici, 23
3.5.1 Dependent Variable ... 23
3.5.2  Independent Variables ..........cccceoiiiiiiiiiniiiie 23
3.6 Hypothesis SEttNg........coooviiiiiiiiiiieic e 25
3.7 QUuEeStioNNAITe DESIZN ....cvviiiiiiiiiiiiieiee e 25
3.8 Measures Of Variables .........cccoovvviiiiiiiiiiicc e 25

vi



3.8.1 Demographic Information............ccceeciiiiieiiiinic e 26
3.8.2  Likert Scale QUESTIONS ......eerueiiiieiiiiiiie e eiee e e st ae e 27
3.9 SAMPIE DESIZN...c.viiveiiiiiiieii i 27
3.9.1 Population and Sampling ...........cccoceiiiiiiiiiinie e 27
3.9.2  Sampling Method ........c.cooiiiiiiiiiii e 29
3.10 Data Gathering TeChNIqUE..........oovvviiiiiiiniiie e 30
3.10.1  Primary Data SOUICES........cccviiiiiiiiiiici s 30
3.10.2  Secondary Data SOUICES........ccouerriiiiiiiiiiiieiie s 30
3.11 Data Analysis TEChNIQUE ........ccoouiiiiiiiieiie e 30
3.12 Data Analyzing MethodsS.........cocoviiiiiiiiiiciie e 30
3.12.1  Test Of REHADIILY ..cuveeiiiiiieiie e 30
3.12.2  Descriptive Data ANalysis ........ccoiiiveiieiinienieiise e 31
3.12.3  Cross Tabulation.........cccovieiiiiiesi e 31
3.12.4  Correlation ANALYSIS ......covvieiiiiiieiii e e 31
3.12.5 Multiple Regression Analysis.........ccoveiiiiieniiiic e 31
3.12.6  Dealing with residuals. ..........cccociiiiiiiii e 32
DATA PRESENTATION AND ANALYSIS ..o 34
4.1 Chapter OVEIVIEW .....oocviiiiiiiieieeeee e 34
4.2 POt STUAY .ot 34
4.2.1 Test of Relability .......ccviviiiiiiiiiiiici e 34
4.3 Analysis of the Demographic Information............cccoceoiiiiiiiiiiciinee, 35
43.1 Distribution 0f GENder ..........ccovviiiiiiiiiiiici e 35
4.3.2  Distribution 0f AZE......cciiviiiiiiiiieiiiii e 36
4.3.3  Distribution of Level of Education............cccccovviiiiiiiiiiiiiiicnicies 36

vii



6

4.3.4  Distribution 0f JOD Title .....ceeeiiiiiiiiiiiiiiiie e 37
4.4 Responses for Variables ..........cocviieiiiiiiiiiiiicsc e 37
4.4.1 Adoption of E-procurement in Clothing Manufacturers.............ccccccceue. 37
4.4.2  Staff Technical COMPELENCIES .....ccvvvivviriiiiiiiiiieie e 39
443  Adequate Technological Infrastructure ............ccoovvvviiiiniiiiniiiiciices 40
4.44  Managerial COmMMItMENT.....c.uieiiiieiiiiiiiiee e 41
4.4.5 Corporate Procurement Culture. ............ccoooveiiiniinii e 42
4.5 Correlation ANALYSIS ......oicviiieiiiiiiiiei e 43
4.6 Multicollinearity ANALYSIS .......cccveeieiriieiieiieesie e 44
4.7 Multiple Regression ANalysiS........ccoiueeieiiiieiieniiie e 45
4.7.1 Dealing with abnormal 0bServations. ............cccceeriiverieiiienieniee e 71
CONCLUSION AND RECOMMENDATION........ooiiiiiieiiiiiieee e 73
5.1 Chapter OVEIVIEW .....coviiiiiiiiieiee e 73
5.2 CONCIUSION. ...ttt et e e e e anre s 73
53 RecomMmENdations ..........coiiiiiiiiiiiiie e 75
5.4 Recommendations for future studies. ..........cccoevvriiiniinienieeee 75
RETETENCES ... 77

viii



LIST OF FIGURES

Figure 2-1:Technology Acceptance model, adopted by Davis et al, (1986) .................... 14
Figure 3-1:Proposed Research ProCess .........cccviiiiiiiiiiiiiiiiiicie e 21
Figure 3-2: Conceptual Framework. .........cccoveiiiiiiiiiiiiiiii e 22
Figure 3-3: Likert Scale QUESHIONS ........cccviiiiiiiiiiiiiiiciese e 27
Figure 3-4: Taro Yamane’s formula...........cccccoovviiiiiiiiiiiiieee e 29
Figure 3-5: Calculated Sample SiZe........cccooviiiiiiiiiiiiii e 29
Figure 3-6:: Coefficient of Correlation LIMits........cccooeviiiiiiiiiniiiiiiinee, 31
Figure 4-1:Gender Distribution Pie Chart............ccocooiiiiiiiiiiciiee e 35
Figure 4-2: Age DiStriDULION ....cuveviiiiiiieicieceeee e 36
Figure 4-3: Level of Educational of the Respondents............cccooeiieiiiiiiiiiiiiene e 36
Figure 4-4: Distribution of JOb Title ........cooieiiiiiiiiii e 37
Figure 4-5: Adoption of E-procurement in Clothing Sector ...........c.ccecvvviiiiiininiiniennnn, 38
Figure 4-6: EMployee COMPELENCY .......eevviriririiiiiiiisieesiesie sttt 39
Figure 4-7: Adequate Technical Infrastructure............ccocvvvviiiiiiiiiiiiei e, 41
Figure 4-8: Managerial COmMItmMent...........ccovviiiiiiiiiiiiie e 42
Figure 4-9: HIStOZIAM ......oviiiiiiiieiei et 51
Figure 4-10:P-P plot......ooiee e 52
Figure 4-11: Scatter P1ot - 1 ..o 53
Figure 4-12: Scatter PLot - 2. ...ooiiiiiiiii 53
Figure 4-13: Histogram with Log Transformation............cccccevviieniniic e 57
Figure 4-14:P-P Plot with Log Transformation............cccccviiiiiiiiiniie e 58
Figure 4-15:Scatter plot with Log Transformation - 1.........c.cccooviviiiniiniiiciiieen, 58
Figure 4-16: Scatter Plot with Log Transformation - 2............ccceoiiieiiniiiiniiiiiecn, 59
Figure 4-17: Histogram without influential points............cccocoeriiiiiiniiiic i 62
Figure 4-18:P-P plot without influential points............cccooviriiiiiiiieiee 63
Figure 4-19:Scatter Plot influential points- 1........ccccoiveiiiiiiiiiii, 64
Figure 4-20:Scatter Plot without influential points - 2...........cccociiiiieiiiii, 64

X



Figure 4-21: Histogram without all Abnormal Points............cccocveviiieiiniiniciie, 68

Figure 4-22:P-P plot without all Abnormal Points...........c.cccoeveriiiiiiieiiniiiccec, 69
Figure 4-23:Scatter Plot without all Abnormal Points - 1.........ccccvviiiiiiiiiiin i, 69
Figure 4-24:Scatter Plot without all Abnormal Points - 2.........cccceviieiiiiiiiin i, 70



LIST OF TABLES

Table 2-1: Summarized Past Studies Table ..........c.ccoveiiiiiiiiiie e 17
Table 3-1: Operationalization table - 1.........ccccoviiiiiiiiiii 23
Table 3-2: Operationalization Table - 2........ccccciiiiiiiiiii 24
Table 3-3:Demographic INnformation...........ccoveiiiiiiiiiiiic s 26
Table 3-4: Study Population...........cceiiiiiiiiiiei s 28
Table 4-1: Cronbach's Alpha value .........ccccociiiiiiiiiiiii e 34
Table 4-2: Gender DiStriDULION .........oiiiiiiiiie e 35
Table 4-3: Adoption of E-procurement in clothing Sector............ccovveviiiiiniiieiien e 38
Table 4-4: Staff Technical Competencies rESPONSES .......evverreerririeerieeriirreseenresee e 39
Table 4-5: Adequate Technical INfrastruCture ..........ccccovvveriiiiiiie e 40
Table 4-6: Managerial COmMMItMENt ...........ccoviiiiiiiiieii s 41
Table 4-7: Corporate Procurement CUltUIE ............corveririinieiinec e 42
Table 4-8: Correlation ValUeS..........ccviiiiiiiiiiieiie e 43
Table 4-23: Multicollinearity Value ..........ccccoovviiiiiiiiiiiiii s 45
Table 4-9: Model Summary table — Multiple Regression ............cccoovvviiiiiiniiiicineinene, 45
Table 4-10: Anova Table- Multiple Regression ..........cccocovviviiiiiniiinie e 46
Table 4-11: Model summery table - Stepwise Regression............cccooveriiiienieiniecnneenne 49
Table 4-12: Coefficient table - Stepwise Regression ..........c.ocecviiiiiiiiiiiiiciiicc 49
Table 4-13: Model Summery Table with Log Transformation .............cccovveiiiiiinnnnn. 55
Table 4-14: Coefficient Values with Log Transformation.............ccceeveriiiieniiniicninnnnne. 56
Table 4-15: Model Summery without influential points...........cccoccovviiiiiiieii i 60
Table 4-16: Coefficient Table without influential points ...........c.cccovveviiiiiiniiiciiee 61
Table 4-17: Model Summery without all the Abnormal Observations .............ccceevvennee. 65
Table 4-18: Coefficient Table without all Abnormal Points..........c.cccevviieniiiiicineee 66
Table 4-21: Cook's Distance ValUes ..........ccooveiiiiiiiiiieiic e 71
Table 4-22: DFFITS ValUeS.......coiiiiiiiiieiie it 72

xi



LIST OF EQUATIONS

Equation 3-1:Regression Equation

Equation 3-2: Cook's Distance EQUation ...........ccccoviiieiiiiniiieniiies e

Xii



LIST OF ABBREIATIONS

Abbreviation

B2B

DFFITS

E-Government

E-Procurement

ERP

ICT

IS

IT

MFA

MIS

SCM

SME

SPSS

RMG

Description

Business to Business

Difference in Fit(s)

Electronic Government

Electronic Procurement

Enterprise Resource Planning
Information Communication Technology
Information Systems

Information Technology

Multi—Fiber Arrangement
Management Information System
Supply Chain Management

Small and Medium-sized Enterprises
Statistical Package for Social Science

Ready Made Garment

xiii



