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ABSTRACT

Driven by the steady growth of internet users adotime world, e-commerce has become a
competitive strategy for most businesses. A study eonducted to determine the adoption of e-
commerce among small and micro enterprises in Naifthe Specific Objectives of the study

were: To establish the extent to which SMEs in dla@ilCBD is using E-commerce, to establish

the benefits of e-commerce adoption by the SMEsdétermine the challenges affecting

adoption of e-commerce by SMEs in Nairobi CBD andestablish the determinants of e-

commerce among SMEs in Nairobi CBD.

The study adopted a descriptive research desigmewdnesample of 60 respondents who were
selected through stratified sampling. Primary de#a collected from managers or owners of the
SMEs by use of questionnaires. The data was arthlgmd presented in tables and charts. A
regression analysis was also done to establishethBonship between the determinants and the

adoption of e-commerce.

The findings indicated that e-commerce has beeptaddoy a good number of SMEs. It was

also establish that the use of e-commerce haseitefits as well as its challenges. From the
findings the key benefits were the increased sabshiced transaction cost and speeding up
processes. While the key challenges being the shb@rnet speed, security and customer’s
preference to transact businesses offline.

It was established that there is a significantti@teship between the determinants of e-commerce
and the adoption of e-commerce. The study recoms#rat managers should undertake some
training courses on e-commerce especially on weltgienable them know how to effectively

utilize all the resources to ensure the businessah@ompetitive advantage. The study also
recommends that the web developers to take condseen implementing the websites to capture

other moderating factors like the age, level ofaadion, and gender.



CHAPTER ONE: INTRODUCTION
1.1 Background

Nearly every capital city in Africa enjoys some déwf internet access nowadays. However,
there are still significant differences in the legkinternet penetration across different regions

Africa; the growth of internet users around the ldidras greatly improved over the past few
years. In 2013, the Communication Commission of y@efCCK) now the Communication

Authority of Kenya, reported the number of internesers in Kenya to have grown to 21.2
million internet users. In Kenyan, urban areas teo#ind internet use is much higher than rural
areas. The Mobile phone penetration in the couistigt 72%. In urban areas, 72% are online,
95% have internet capable mobile phones and 31% bmart phones (Manyika et al., 2013)

therefore proving the level of internet access.

The overwhelming popularity of the internet to &ajrextent can be attributed to phenomenal
social media platforms such as face book, twittdratsapp applications amongst others. For this
reason a significant number of enlightened entregues are promptly changing their business
strategies in an effort to take advantage of thst vaarket brought about by the internet

connections through the adoption of e-commerce.nimber of Internet users around the world
has been steadily growing and this growth has geavithe thrust and the opportunities for

global and regional e-commerce. While the situati@s improved, with the e-commerce

different characteristics of the local environmésdth infrastructural and socio-economic, have
created a significant level of variation in the gqm@ance and growth of e-commerce in different
regions of the world (Lang, 2003).

1.1.1 Electronic Commer ce

Electronic commerce (e-commerce) can be defineangsbusiness transaction which includes
the process of buying, selling, transferring orh@taying products, services, or information using
electronic data transmission via the Internet (@oan& Pearson, 2004). Crucial activities that
are characteristic of e-commerce involve: - proowet, order entry, transaction processing,

payment for goods and services, authenticationentory control, order fulfilment, and

1



customer support. A good example of e-commerceractige is when a consumer pays for
online goods and services rendered using a cradit Almost any product or service can be
offered via e-commerce. These products and serviaage from books, music, financial

services, ticketing services and entertainmenticesy Noteworthy is the fact that the successful
adoption of electronic money (e-money) is one af fandamental factors that has greatly
revolutionized e-commerce in Kenya. Electronic mopemarily involves the use of internet;

computer networks and the digitally stored valugay for online transitions hence sustain e-
commerce. Examples of e-money are payment procgsdmital currencies, bank deposits,

direct deposits and electronic funds transfer (EBiljon, 2001).

E-commerce is categorized into four main businesdets. The Business to Business (B2B),
Business to Consumer (B2C), Consumer to Consuna€)@nd Consumer to Business (C2B)
business models. Other business models are ther@oest to Customers and Customers to
Government (Kalakota, 1997). Contrary to traditiocansumer purchasing of goods and
services which is the offsite transactions, e-coneméas some notable differences, such as the
distance and impersonal nature of the online enmient. E-commerce has brought ease in how
information can be collected, data mined and usednbltiple parties. In addition, there is a
concern about the reliability of the underlyingdmtet and related infrastructure that Web

retailers employ to interface with consumers ($aiig et al., 2001).

E-commerce has a lot of its benefits to the devefppountries. Some of which are: increase in
salesincrease in customerability to operate in 24 hours seven days a Wwagtant processing
of transactionsincreased business reach, globalization, bettere prcomparisons, improved
delivery processes and ease of collecting recunpigigments The bottom line here is that e-
commerce is beneficial not only to large and medhwsinesses but also to micro and small
businesses. In addition, e-commerce improves sfiratls ability to compete with larger
companies and operate on an international scakesignificantly easy to set up and the benefits
come in almost instantly. Moving to e-commerce widué among the best decisions made in the
small and macro businesses in Kenya. For this fgpéa a number of factors need to be

considered. These factors determine the fate anwitigrof the business (Turban et al., 2005).



The challenges of e-commerce to small businessedua to the competitive pressures to invest
in electronic commerce. In order to invest in igmpanies need to understand how it is
positioned to its competitors. There are variousaliand indirect costs in expanding the small
businesses, that includes the cost of realigninginiess processes both external and internal,
training employees and partners and managing thigablvork force. There is still a challenge

on the models of accessing the internet costs amiity) this is because there is a tendency to
underestimate the associated cost and to overdstithe market size. Dealing with global

customers who have widely social cultural and beral demographics is also a challenge to
business people. To manage the global employeesmandging compensation issues equitably

in work forces spanning the countries boundariesr8ider, 2011).

Nevertheless, there are various factors that infltaehe slow growth of e-commerce on small
businesses. Some of the determinants are undeogedeltelecommunications, legal issues,
technology infrastructures, economic and socioucaltfactors and public awareness which are
hindering the growth of e-commerce of small bussessin developing countries (Molla &

Licker, 2004). Currently the ICT policy draft isclang in many areas and many participants
concur that certain provisions need to be incaisal to support e-commerce and a proper

frame work should also be put in place (Kolko et2007).

E-commerce is a tool through which firms can atteampetitive advantage. Therefore it is
interesting to further explore how firms in parteouthe small and micro enterprises go about
implementing e-commerce systems, and which pattsfiake from e-commerce idea generation
up to realization of e-commerce success. Moreogerpmmerce implementation should be
studied in context. In particular, the small anddiam-sized enterprise context is interesting
because it constitutes a major part of the econamy has been relatively unsuccessful in
exploiting e-business (Eikebrokk & Olsen, 2007)s@\llarge firms are more likely to adopt new
technology than small firms due to economies oflescanplementing e-commerce requires
different competencies in different sectors of deenomy. For instance (Sadowski et al, 2002)
mention that the adoption of e-business by smalsitasses is affected by industry
characteristics and that the small businesses bese more negative to adopt Internet services

and products. Moreover, firms in more informatiatensive industries and that operate globally



are more likely to have the need for e-commercdl{Siet al., 2002). This study will therefore

investigate those SMEs that transact businessesonl

1.1.2 SMESin Kenya

SMEs are found in a wide array of business aatisjtranging from the coffee shop at the corner,
the internet café in a small town to a small sdjpdased engineering or software firm selling in
overseas markets. The SMEs could be in the formah® informal economy. According to
(Badrinath, 1997) the definition of SMEs variesnfracountry to country. SMEs have been
largely defined by the number of employees or tleximum revenue the business can attain.
For instance, the micro enterprises have beenetefas those employing less than 10 workers
with annual turnovers of less than KES 500,000. IBetaterprises are defined as those that
employ between 10 and 50 workers with annual tuer®between KES 500,000 and KES 5
million (Ghouri et al, 2011).

SMEs contribute to employment and income generafi®vertheless, there is need to get the
potential in SMES in order to reduce poverty andettep the country. The SMEs therefore need
to address some of the challenges such as hawnitgdi resources in terms of personal, finances,
and knowledge pertaining to management, commezaiadin, or information technology. The
challenges could be reduced by creating new ininmvairms, graduating most informal
businesses to formal and becoming competitive & Hbme base or location. (Conference,
2004). This can be achieved by implementing e-coroenesince it may offer to them
comparatively more advantages to find new custoraedssuppliers especially in markets they

have not easily been able to reach before (Payis)2

This research focuses on SMEs for two key reasdiney are important to economic
development in developing countries. The seconslore¢o focus on SME’s is that they are in a
very good position to adapt to new technology asared to larger companies that can be

slowed down by bureaucracy and stricter staffireggdrichies.

1.1.3 Central Business District (Nairobi)

Nairobi grew around the central business distlidiakes a rectangular shape, around the Uhuru

Highway, Haille Selasse Avenue, Moi Avenue and brsity Way. It includes many of
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Nairobi's important buildings, including the CityalHand Parliament Building. The city square
is also located within the perimeter. A centralibass district (CBD) is the commercial and
often geographic heart of a city. It usually sigedf by a concentration of retail and office

buildings.

The researcher chooses Nairobi CBD because itrtsopahe capital city, most of the people
located in this region are literate and therefoetaited information will be provided that will
enable the researcher to understand why the sloptiad of e-commerce. Also in Nairobi there

are people from diverse places therefore limitiragbess.

1.2 Statement of the problem

Over the past few years e-commerce has emerged aspartant component of business in
various developing countries this is seen by thgniBcant benefits it has. Many large
organizations have embraced these and hence nm&dt@a competitive advantage over the
Micro and Small Enterprises (Kshertri, 2010). SM&S® becoming important because they
cover a large percentage of the business populatideveloping countries. The development of
SMEs is on the program of many countries and natemross the globe this is because SMEs
play a critical role in the economic developmeiiurpan, 2006). Underlying this is the fact that
most SMEs in developing countries cater for locarkets and therefore rely heavily on local

content and information (Badrinath, 1997).

The different challenges SMEs face are the busioppsrtunities to be able to grow, financial

support, business diversification and good busipeastices. Thus, the small and micro sized
companies that have limited opportunities and gtfenwhen trying to compete against the big
multinational corporations may find a way to oveneothe obstacles incurred by their small size
through the multiple benefits that Electronic Comeeeoffers. The need for survival and

competitiveness has pushed SMES to find ways taawgptheir performance in developing

countries (Payne, 2007).When looking at inhibitore-commerce in SMEs, the ignorance about
e-commerce benefits inhibits its adoption. Researchgree with this position on e-commerce
and the competitiveness of small and micro enteeprin Kenya stating that, knowledge and
awareness about the benefits of e-commerce madigatall businesses to adopt increasingly e-

commerce solutions (Castleman & Chin, 2002). Variohanges which have occurred in many



countries including Kenya are due to the rapid tgmeents in ICT especially the Internet
(Looi, 2005). The research is therefore seekingnb out the factors that influence the SMEs to

e-commerce.

According to (Mukhebi et al, 2007) , Mobile phorg®uld be used to facilitate the transactions
in order to improve efficiency and reduce high sagtion costs ,since both the customers and
businesses people have access to it. Howeversifingiings he realized that most of those who
had phones majorly used the phones for communicaoe of the researchers (Thatcher, 2005)
focused her research only on Business to Busingss @f e-commerce; on her findings she
stated that one aspect of Business to Businessmeiecce is willingness to freely share
information with other companies. On the other h@ukiness to Business e-commerce systems
automate processes that are traditionally donesrefdice-to-face or between individuals who
have an established relationship. Another reseafthecharia, 2009) further indicated that there
was partial efficient research into the adoptiofcafommerce in small and micro enterprises and
in particular SMEs in Kenya, This study, theref@eeks to interrogate the factors affecting the

adoption of e-commerce among SMEs in Nairobi CBD.

The application of theory to the understanding BIiESe-commerce environments is still lacking
especially in developing countries. According ta¢$@eman, 2009) the theory that explains e-
commerce adoption in SMEs must embrace the assoatede of SMEs and also understanding
both the internal and external factors that inhib& adoption of e-commerce. To address this
gap, the study aims to advance the understandirrgcoinmerce adoption from the ‘inside’ of
the organization, to bring to light the issues tbah explain e-commerce adoption by SMEs.
Ultimately, the study aims to contribute to emmiticstudies on the status of e-commerce
adoption in the limited body of literature in theea, especially in the context of developing
countries by answering the following research qaast To what extent are SMEs in the Nairobi
CBD using e-commerce? What are the benefits of neroerce adoption by SMEs? What
challenges are SMEs facing in adopting e-commedoe® what are the determinants of e-

commerce adoption among SMES?



1.3 General Objective of the study
The general objective of the study was to investigacommerce adoption by SMEs in Nairobi
CBD.
Specific Objectives of the study
a) To establish the extent to which SMEs in NairobiCC&e using E-commerce.
b) To establish the benefits of e-commerce adoptiothe\SMES.
c) To determine the challenges affecting adoptioncd@mmerce by SMEs in Nairobi CBD.

d) To establish the determinants of e-commerce amd#igs3n Nairobi CBD.

1.4 Importance of the study

The business men will find this of importance iedity because they will know how to
effectively utilize the concept of E-commerce irder to generate better sales and increase on
their market. The research will also help acadeangiin providing knowledge in respect to this
study thus providing an understanding of the detents of e-commerce in developing

countries.

In Kenya, the government has embraced a policy miorrhation and Communications
Technology named e-government. The study is exgeicteprovide evidence and inputs for
developing policy choices aimed at improving theegoance for SMEs at the county levels as
well as come up with initiatives such as fundingeintives and other initiatives that support the

use and development of ecommerce and informatidmtdogy.



CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

The chapter provides information from publicati@mse-commerce adoption, small and medium
enterprises topics related to the research probdkeexamined findings from various authors on
e-commerce practices. The focus of this review b@sn guided by the research questions
outlined in the previous chapter. The chapter kgegiith an understanding of e-commerce,
discusses the potential benefits of e-commerceusdses the challenges of e-commerce and

reviews the e-commerce adoption factors in SMEs

2.2 The concept of E-commerce

Online applications were first developed in earB7Qs with innovations such as electronic
transfer of funds whereby funds could be exchangezttronically. Nevertheless, these
applications were limited to large corporations arfdw brave small businesses (Turban & king,
2008). Then followed the electronic data interclear(&DIl), which added other kinds of
transaction processing and extended participatomany other types of businesses. In early
1990s, came the World Wide Web and more new ordimgications followed ranging from
online direct sales to e-learning applications. €hghasis was on online application, Business
to Consumer shifted to Business to Business in 1889 later in 2000 other groups like e-
government, e-learning and m-commerce. In 2005ataettworks started to gain much attention
too (Chan et al., 2001).

The definition of e-commerce found in literaturerasher broad. Electronic Commerce refers to
all value transactions involving the transfer dformation, products and services or payments
via electronic networks. Electronic commerce orgations redefine their products, processes
and business models by using technology to chamgevay products are conceived, marketed
and delivered (Kalakota, 1997).E-commerce relieavitye on technology such as internet

marketing, electronic funds transfer, online tratisa processing, supply chain management,
electronic data interchange (EDI), inventory mamaget systems, and automated data collection
systems. Electronic is generally presumed to indieamedium or platform that incorporates the

use of Information Communication Technologies (ICTs



2.3 Categories of E-commer ce

Observably, there are three core actors in thia aee businesses, individual consumers and
governments. The three actors are used to categerzommerce into different categories
(Turban et al, 2008).

Business to Business (B2&3sentially refers to business that is transact&gden companies.
According to (Turban et al, 2008) B2B is the latg@sm of e-commerce transaction based on
the value as both the buyers and also the sellerlsusiness organizations with the exemption of
individual consumers from such transactions. Bussrte business models conduct e-commerce
through limited electronic forms of communicatioalled e-mail, facsimile or fax, and the
emerging use of telephone calls over the Intei®@me companies attempt using e-mail and fax
for unsolicited ads to consumers and other busipesgpects. An increasing number of business
Web sites offer e-mail newsletters for subscrib@ftahadavan, 2000). Business-to-Business
Buying and Selling has enabled many companieslt@smlucts to a variety of companies and
have discovered that the Web is not only an evierg showcase for their products but a quick

way to reach the right people in a company (¥gal.,2003).

Business to Consumer (B2@fers to businesses or transactions involving nasses and

consumers in which the business sells directih&donsumer. The platform for this type of E-
Commerce transactions could be for transaction gaap or relationship and brand building,
with the main purpose of changing consumer attituglgetting more patronage for the products

and services. An excellent example is amazon.camid, 2003).

Nonetheless,Consumer to Business sometimes known as Customer to Business. This e
commerce model involves individual customers offgrito sell products and services to
companies who are prepared to purchase them. Ceangdorbusiness (C2B) transactions

involve reverse auctions, which empower the consumedrive transactions (Andam, 2003).

Lastly, Consumer to Consumés a business model that facilitates an environmehére
customers can trade with each other (Rayport, 200Wp implementations of customer-to-
customer markets are auctions and classifieds a form ofridueg which is particularly
common in newspapers, online and other periodisdlich may be sold or distributed free of

charge). Customer-to-customer marketing has soaredopularity with the arrival of the
9



internet, as companies such as eBay, OLX, Craigalsl other sites have fostered greater
interaction between customers. The social netwgrlkites like Facebook, Twitter, My Space
not to mention but a few also fall into this catagadrhe focus of this study will be on online

transactions using the B2B, B2C and C2B models.

2.3.1 Benefits of eecommerce

Business men and customers need to be aware dretledits of e-commerce; if people are not
educated they tend to have negative perceptionrttsxghange. If most SMEs are well aware of
the benefits of online selling and purchasing ttiexy will easily adapt to it and thus improve in

the economy (Kalakota, 1997).

One of the benefits of e-commerce islaternational marketplaceWhat used to be a single
physical marketplace located in a geographical aesanow become a borderless marketplace
including national and international markets. Bgdraing e-commerce enabled, businesses now
have access to people all around the world (Sckneid011). In effect all e-commerce
businesses have become virtual multinational catpms. E-commerce creates more business
Connections especially from different locationstbé world. Enables people in developing
countries and rural areas to enjoy and access gimdservices, information and other people

which otherwise would not be so easily availabléngm.

E-commercancreases sales and reduces the operational. ddst cost of creating, processing,
distributing, storing and retrieving paper-basedbrimation has decreased. The sales then
increases due to the large market place the bissimdéihe able to cover. Furthermore electronic
commerce increases purchasing opportunities for bitmger. Businesses can use electronic
commerce to identify new suppliers and businesmees. Electronic commerce increases the
speed and accuracy with which businesses can egehaformation, which reduces costs on
both sides of transactions. Companies are reduttieg costs of handling sales inquiries,
providing price quotes, and determining productilaidity by using electronic commerce in
their sales support and order-taking processeqnésdér, 2011).

Furthermore digitization of productsand processes has been enabled by e-commerce.
Particularly in the case of software and music/eigeoducts, which can be downloaded or e-

mailed directly to customers via the internet igit@l or electronically. Online purchasing offers
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improved delivery processes. This can range from ithmediate delivery of digitized or
electronic goods such as software or audio-visiled by downloading via the Internet, to the

on-line tracking of the progress of packages bdelyered by mail or courier (Tasabehji, 2003).

Moreover flexible working hours and practices comith adopting to e-commerce. E-commerce
businesses can be reached 24 hours 7 days a weskeBses can be contacted by customers or
suppliers at any time. E-commerce enables custotoeshop or conduct other transactions 24
hours a day, all year round from almost any locafir example, checking balances, making
payments, obtaining travel and other informatioray{Bort, 2007). More flexible working
practices come with adapting to E-commerce. Thigaroes the quality of life for many people
in society thus enabling them to work from homet blaly is this more convenient and provides
happier and less stressful working environmentsalspb potentially reduces environmental

pollution as fewer people have to travel to worgularly (Kalakota, 1997).

2.3.2 Challenges of e-commer ce

One of the challenges of e-commerce is the ragdbtving and changing technologhhis is a
major challenge of e-commerce businesses, so theevays a feeling of trying to ‘catch up’
and not be left behind. Businesses are under peegsinnovate and develop business models to
exploit the new opportunities which sometimes ledds strategies detrimental to the
organization. The ease with which business mod®eishe copied and emulated over the Internet

increases that pressure and curtails longer-tempettive advantage (Rayport, 2007).

According to (Schneider, 2011) there are problenith wompatibility of older and ‘newer’
technology There are problems where older business systamsot communicate with web
based and Internet infrastructures, leading to somganizations running almost two independent
systems where data cannot be shared. This oftels teahaving to invest in new systems or an
infrastructure, which bridges the different systeinsoth cases this is both financially costly as

well as disruptive to the efficient running of ongations.

Additionally, Physical contact arrélationships are replaced by electronic processasstomers

are unable to touch and feel goods being sold rendir gauge voices and reactions of human
beings. There is a potential danger that there bellan increasing the social divide between
technical haves and have-nots — so people who tdawe technical skills become unable to
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secure better-paid jobs and could form an undeseiaih potentially dangerous implications for

social stability (Jarvenpaa, 1997).

Finally, some businesses view this as a gresistance from the labpthose who see IT as
something that will increase unemployment and ah,siiney are not willing to embrace it. They
never understood the fact that while IT could eliatée some Jobs, it invariably creates some
new ones. Therefore the businesses men need topgaeted with knowledge to enable them see
how e-commerce will be beneficial to them. Theitgalf the fact is that the world has become

digital and any business that does not embracegglttitose out ultimately (Payne, 2007).

2.3.3 Deter minants of e commer ce Adoption

The factors leading to the slow growth of e-comraesccategorized into four main groups as
follows: The economic, technical, social and lggzaiandon, 2004). He argues that those who
perceive e-commerce as adding strategic valueetirth have a positive attitude toward its
adoption

Economic DimensianThis is the considerations in E-commerce thatifjushe cost of project,
number of buyers and sellers and their accessdarternet and issues of upgrading. Cost
justification: cost of developing is high. Mistakdue to inadequate experience, increases the
cost. Intangible factors like improved customew®er are hard to quantify thus a challenge to
give an analysis on its benefits. These cost diffees increases uncertainty and reduces
consumer perception of control over their onlirmngaction thus imposes an obstacle in adoption
of e-commerce. The low costs of goods online wathated to the fact that e-commerce makes
the cost of doing business a lot cheaper by dridogn overhead and inventory costs, through
increased automation and reduced processing tdditionally, labor costs of creating,
processing, distributing, storing, and retrieval pafper based information, identification and

negotiation with potential customers reduced sigaiftly (Tasabehji, 2003).

Telecommunication infrastructure is also part o# ticonomic dimension. Infrastructure to
support potential electronic commerce is an imparactor that would affect the adoption of e-
commerce. Kenya will need to revamp its infrastuetin order to support potential electronic
commerce. Since e-commerce depends on electror@ted connection it is therefore a major

impediment to its growth. E-commerce success rdteavily on a number of technology
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infrastructures. Firstly, telecommunication infrastures are required to connect various regions
and parties within a country and across countrisll§, 2005). The cost of accessing the
infrastructures also influences the growth of e-owrce. E-commerce also relies on efficient
logistic infrastructures within a country. Its gribwfurther requires the establishment of reliable
and secure payment infrastructures to avoid fraad other illegal actions. The overall
technology infrastructure development of a countejies heavily on the economic and
geographical conditions of the country.

The Technicatlimension considers security as a major concetharadoption of e-commerce.
Customers need to feel that the information theyvide to the web is secure. Hackers and
crackers lower the confidence of customers. Unfately the security is rarely taken to
consideration while implementing e-commerce. Custeniesitate to disclose confidential data
for example that are secure like credit cards nunibee customers continue to question if e-
commerce offers sufficient safe guard to proteeirtprivacy or money from being stolen like
having companies who use cookies to collect infélanaabout an individual. And also less
resources is dedicated to people working on cyhares (Grandon, 2004). Reliability is another
factor under technical dimension where by the ndtwafrastructure of systems has to be
continuously upgraded and fine-tuned. It helps uingrability of sites to denial of service

attacks. This will help in the gaining of confidenaf e-commerce Systems.

Social Dimensioris another dimension that needs to be considegsednfion, 2004). Cultural
diversity is customers’ needs that are to be cemedlin designing electronic commerce sites
(Schneider, 2011). Implementing this has not beerasy task whereby different customers’
cultural preferences are met. The few that areregpiire additional costs involve, for example
translation of language. In traditional environmenost is generated quickly from either previous
experience, from referrals, through transparemasgtfuctures. National culture refers to the idea
that a group of people will feel, think and reaichikarly in a given context.(R. Harris, 1999),
Anxiety and involvement: considered culture to péayimportant role in determining not only
whether organizations in a particular country adopertain technology but the degree to which
it is accepted and the ways in which it is used.
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A lack of awareness is another factor under théakdanension. Inadequate information of the
use and potential benefits of ICT can hinder tremjn of e-commerce (Molla, 2005). In some
developing countries, many people are only awarknmofed e-commerce applications such as
chat, email and browsing websites. As a result, ymanganizations have not implemented e-
commerce in their organization because they havde®n sensitized on the application that fits
to their business. Knowledge would fasten the adopdf e-commerce and hence economic
development. A higher level of appreciation of 1&1d e-commerce principles by the business
men and women will directly influence considerasidior further e-commerce uptake in the
business. Developed countries have a better kngeleaf ICT than those in developing
countries (Eriksson et al., 2008). In most cassge@ally the developing countries complained
about the cost of technology for e-commerce setaifgthey have not explored other inexpensive
ways of accessing global markets, such as operces@aftware, short message service (SMS)
facilities and other new generations of ICT (Scap@010).

Legal Dimensiorinvolves cybercrime and Intellectual property. ildalthe traditional media, it

is easier to replicate, transmit or alter a docuntleis is because no one controls or owns the
World Wide Web and, given the global infrastructuiteis difficult to police the content
(Tasabehji, 2003). Laws are necessary to proteatdimidual and the SMEs market. There are
specific issues regarding the intellectual propeamy right to privacy and security. The legal
frame work deals with the regulation of e-Commeaseit relates to trading practices in many
diverse communities and practices that have longtexk before the advent of e-Commerce.
Taxation is of importance for most developing cost because domestic taxes, import and
export duties are major revenue sources for theemgonent. However, this could be very
contentious when all aspects of the transactior haken place in a digitalized format and there
is no physical movement of goods that will pas®ulgh recognized customs and domestic tax

point.

2.4 E-commer ce Adoption Theoriesand SMEs

In addition, the technology acceptance model (TAMYyeloped by (R. Harris, 1999), postulates
that the potential user of e-commerce must not belgonvinced of the relevant advantages of

e-commerce but also have a positive attitude tosvardrom a regional perspective, (Dzidonu,
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2010) fronted that Africa should incorporate the ws$ ICTs and other new technologies for

there to be a speedy realization of its developaieagenda.

Inspired by earlier studies in diffusion researtie Diffusion of Innovation Theory (DIT),
proposed by (Rogers, 2003), is often cited as dtieedkey proponents of adoption and diffusion
in literature. Diffusion is ‘the process by which mnovation is communicated through various
channels over time among the members of the segs&iém’ while Adoption is ‘a decision to
make full use of an innovation as the best coufsaction.” He also categorized the individual
innovativeness from earliest adopters to laggartgiwtherefore will help the researcher to
know the rate of adoption of most SMEs.

According to studies done by (Wamuyu & Maharaj, POhost technology adoptions are based
on individual and not organizations since the SMigs managed by their owners. (Mureithi,
2000) found that Internet access was majorly disted in urban areas thus limiting the growth
of the online businesses to expand nationally, lawareness and lack of distribution
infrastructure was also discussed in his study.ajonity of SMEs would decide to implement e-
commerce if the level of adoption in the industgsmigh enough (Castleman & Chin, 2002). E-
commerce adopters do so to keep up with the timdsadth shifts in industry practices. This is
consistent with the theory of critical mass, whsgthtes that adoption in an industry would be
self-sustaining once a certain level of adoptiomeiached (Markus, 1987).Another reason to

adopt e-commerce is for SMESs to gain a strategie @ver competitors.

2.5 Conceptual framework

The conceptual framework below has illustratedrtiationship between independent variables
on one hand and the dependent variables on thelwhd. The adoption of electronic commerce
by the small and micro enterprises is the dependadble while the values of the independent
variable are technical, socio-cultural, econom&a legal factors.
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Independent Variable
Dependent Variable

Determinants of e-commerce

E-commerce Adoption

Economic factorscost justification, _ _
Business to Business (B2B)

technical infrastructure, qualified labor
_ ) . Business to Consumer (B2C)
Technical Security, Reliability
Consumer to Business (C2B)

Social cultural Awareness, cultural

Legal Intellectual property, policies

Moderating Variable

Personal characteristics
Education level
Age

Firm characteristics
No of employees
No of products
No of branches

2.6 Summary of theLiterature Review

E-commerce constitutes a very important ICT toal tias the potential of improving the SMEs
across the country. The literature has shown thefiis accrued from adoption of e-commerce.
The literature has expounded in detail the chadlsrand determinants that limit the adoption of
e-commerce. The literature reviewed has acknowkkdge few studies carried out by different
researchers on the factors that affect the grovitk-commerce. The conceptual view then
summarizes the relationship among the variables ithathe dependent, independent and
moderating variable. Since the studies done weveafed basing on the research gaps discussed
there was need therefore to conduct a study tdlestahe factors that affect the growth of e-

commerce among SMEs in Nairobi CBD.
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CHAPTER THREE: METHODOLOGY

3.1 Introduction

The purpose of the study was to analyze the slowitr of E-commerce especially in the
business to consumer model. The chapter focuseleoresearch methods to use. It included the
research design, target population, sampling deflgta collection methods and techniques for

data analysis.

3.2 Research Design
In view of the nature of study, descriptive resbadesign was selected as the most suitable
approach. The researcher came up with descriptatistecs that assisted in explaining the

relationship that existed among the variables (€o0a2008).

3.3 The Population

The researcher only considered the formal microsandll enterprises in Nairobi CBD. That is
to say, SMEs that are registered with the governmmnistries or other registration bodies. The
population of this study comprised of 600 SMEs apeg in Nairobi Central District as per
(Survey, 1999).

3.4 Study Sample

The researcher conducted sampling among the SMBsinobi Central Business District. This
is because the population was divided into stratsichv include manufacturing, retalil,
technologies, services and wholesale. AccordinfViogenda, 2003) a sample size of between
10% and 30% is a good representative of the t@qaalation. Therefore, the researcher selected

a sample size of 10% which resulted to a sampedis0 SMEs.

TYPE OF SMEs TARGET POPULATION | SAMPLE SIZE (10%)
Wholesale 110 11

Retail 170 17

Services 240 24

Light Manufacturing 80 8

Author (2009)
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3.4 Data Collection

Primary data was gathered by the researcher. Thmeagyr data was collected through

guestionnaires that were administered by drop ackl lpter method. The questionnaires were
directed to the owner or manager of the businés®enitained 2 parts, the first section had the bio
data of the respondents, and the second sectiotaiced the questions on the benefits,

challenges and determinants of e-commerce.

3.5 Data Analysis
The Data collected was sorted and analyzed usatigtstal analysis. The researcher proposes to
use the statistical package for social scienceS$pRBoftware to analyze the efficiency and

effectiveness of the data in details.

Descriptive statistics was used which include meach standard deviation for objective a, b and
¢ and the findings will be summarized in tables ahdrts. Frequencies and percentages were
used to analyze the extent to which SMEs in NaifBD were using e-commerce. Objective d
will apply inferential statistics: The followinggeession model was used.

Y=aptX1a1+Xoap+X383 +€

Whereby:

Y= E-commerce Adoption

X1=Drivers of E-commerce

Xo=Personal Characteristics

Xs= Firm Characteristics

dp=constant

a1,& andag are parameter for estimation

e = error term
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CHAPTER FOUR: DATA ANALYSISFINDINGS AND
INTERPRETATIONS

4.1 Data Analysis and Discussion

The data collected from this study was edited fompleteness and consistency, coded and
keyed into statistical tools for analysis. The dags then analyzed using statistical techniques of
analysis such as the mean, frequencies, and pagemntto determine the proportion of

respondents for each of the strategic value indisatThe findings were presented through

summarized figures and tables. The results of tingysvere based on general objective which

was to investigate e-commerce adoption by SMEsaindii Central Business District.

4.2 Responserate

The study targeted to sample 60 respondents iratwly data from the different small and
micro enterprises. From the study 55 out of 60 dadhpespondents filled in and the
guestionnaires making it 91.7% response rate (tdkdl¢ which is above the response rate

threshold (Mugenda and Mugenda, 2003) hence thplsamas sufficient.
4.3 Bio Data

4.3.1 Gender of Respondents
The study sought to find out the gender of eachardent. 61.8% of the respondents were male
and the remaining 38.2% of them were female. Thigies that majority of the SMEs in Nairobi

are owned and managed by men.

Figure4.1: Gender of Respondents

GENDER

B MALE
FEMALE
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4.3.2 Age Distribution
According to the results of the study 47.2% of tegpondents were aged between 26-35 years.
These might be perceived by the varied toleranogldefor risk across the age groups; the youth

tend to take more risk in terms of starting busseesand taking debts and being innovative.

Table4.1: Age of Respondents

AGE Response Responserate (%)
15-25 3 5.5

26-35 26 47.2

36-45 15 27.2

45 and above 11 20

Figure4.2: Age of Respondents

Response rate (%)

40 A

30 A
20 -+ M Response rate (%)
10 A

15-25 26-35 36-45 45 and
AGE GROUP above

Nature of SMEs
Table4.2: Nature of thefirm

Firm Size Sample Response Responserate (%)
Wholesale 11 9 81.8
Retail 17 16 94.1
Services 24 23 95.8
Light Manufacturing 8 7 87.5
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On the categories done by the researcher thag im#mnufacturing, wholesale, retail and services,
the response rate from the service sector was 95th could be because it is easier to start up

business in the service sector as compared to atbas.

Figure 4.3: Natureof thefirm

Response

B Wholesale
M Retail
m Services

M Light Manufacturing

4.3.4. Level of Education.

Data was collected to determine the level of edanatttained. 58% of them had reached college
level. This indicated that the importance of thenew manager's level of education in
conducting business.

Figure4.4: Level of Education

No of resoponses

M High School
M Technical
m College

B University
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4.3.5 Use of website
The respondents further indicated whether they wssdgkite in their business. 68.3% stated that
they do have a website, 21.7% did not have.

Figure4.5: Number of SM Eswho have websites

Website for Conducting Business

M Have Website

H No Website

4.3.6 Website usage
Table 4.3: Different business models

Business Transaction Models Frequency
Business to Business 15
Business to Consumer 22
Consumer to Business 7

From the 38 respondents that had websites therobsgaalso found out that majority of them
used the Business to Consumer type of model foliowe Business to Business and lastly
Consumer to Business type of business. The Bustoe&onsumer was largely used because
most SMEs target the end users who are the cusscemertherefor business to consumer would
enable them reach a larger market.
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Figure 4.6: Number or SM Es conducting E-commer ce

BUSINESS MODELS
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4.4 E-commer ce Adoption

441 Leve of IT skills

IT Leve Frequency Per centage
Very Good 5 91
Good 12 218
Fair 26 473
Poor 7 12.7
Very Poor 5 91
Figure4.7: Levd of IT SKills
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In this section the study sought to establish wéretihe managers or owners of the small and

micro enterprises were computer literate. The sfundiings stated that most of the managers’
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level of information technology was fair, this Ees by the 47.3% showing direct relationship
with the websites adoption indicated by Figure 4.5.

4.4.2 Benefits of E-commerce

In this section the researcher sought to deterfioma the respondent the extent to which e-
commerce was beneficial to SMEs. The respondents veguired to indicate the frequency at
which e-commerce was beneficial to their businemsetl on a scale of 1-5,where by 1-great
benefit, 2-Moderate benefit, 3-Not sure, 4-smalhdig and 5-no benefit. The analyses done
were as follows:

Table 4.5: Improving company profile and increased sales

Response Frequency Percentage
Great benefit 20 36.4
Moderate benefit 18 32.7
Not Sure 7 12.7
Small benefit 5 9.1
No benefit 5 9.1
Total 55 100.0

As shown in the table majority of the respondemfsresenting 36.4% of the total number,
strongly agreed that e-commerce improves the coynpeiafile as well as increases sales.
Majority of the respondents stated that since npa@ple were able to view their website their
sales increased

Figure 4.8: Improving company profile

I mproving company profileand improved sales

H Great benefit

B Moderate benefit
Not Sure

B Small benefit

¥ No benefit
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More Enquiries

The researcher also sought to determine the etdemhich respondents agreed that e-commerce
generated more enquiries. 34.5% reported that smtopt e-commerce brought more enquiries
to their business with only 16.4% of the responsleetuting this claim. From the study findings
show that despite the respondents agree to thysdih@ot strongly agree, meaning the enquiries
are not us much

Table4.6: More Enquiries

Response Frequency Per centage

Great benefit 2 3.6
Moderate benefit 19 34.5
Not Sure 15 27.3
Small benefit 10 18.2
No benefit 9 16.4
Total 55 100.0

Speeding up process
The study sought to know from the respondents vehetiie adoption of e-commerce lead to

increased efficiency through speeding up processd210% of the respondents which represents
the highest number of the respondents from the sngopulation reported that they benefited
moderately. This is because the information onbilgness products or services can be viewed

by customers via the website and they can makeigegjthrough the same.

Figure4.9: Speeding up process

Speed up processes

M Great benefit

B Moderate benefit
Not Sure

B Small benefit

® No benefit
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Reduced Transaction Cost

This research sought to establish from the respusdehether the significant reduction of

transaction, marketing cost and operating costsbarefits derived from the adoption of e-

commerce by their business. 40% of the respondstated that e-commerce reduced the
transaction cost.

Table 4.8: Reduced transaction Cost

Response Frequency | Percentage
Great benefit 22 40.0
Moderate benefit 18 327
Not Sure 5 9.1
Small benefit 6 10.9
No benefit 4 7.3
Total 55 100

Figure4.11: Reduced transaction Cost

Reduced transaction costs

M Great benefit

B Moderate benefit
= Not Sure

B Small benefit

m No benefit
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24 hour s Availability

Table 4.8: 24 hours Availability

Response Frequency Percentage
1 | Great benefit 26 47.8
2 | Moderate benefit 17 309
3 | Not Sure 2 3.6
4 | Small benefit 6 10.9
5 | No benefit 3 5.5
TOTAL 98.2
Table 4.8

From the study findings in figure 4.12, 30.9% oé tfespondents indicated that having their

business available at all times online was of mak#elbenefit to them. This is because customers

can get in touch with them any time and place atctimvenience of the customer.

Figure4.12: 24 hours Availability

24 hours Availability

B Great benefit
B Moderate benefit
m Not Sure

B Small benefit

M No benefit
Better and Reduced M ar ket Costs
Table4.9: Better and Reduced M arket Costs
Percenta
Response Frequency ge
1 | Great benefit 1 1.8
2 | Moderate benefit 7 12.7
3| Not Sure 12 21.8
4 | Small benefit 15 27.3
5 | No benefit 20 36.4
TOTAL 55 100.0
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Figure4.13: Better and Reduced M ar ket Costs

This study sought to find out whether having a \itebeduced the market costs. 36% of the

M Great benefit
B Moderate benefit
m Not Sure

m Small benefit

¥ No benefit

respondents stated that e-commerce was of no beonefeducing the marketing cost. They
argued that their products were mostly for the Ibtaerefore marketing would still require them
to involve to reach out to individuals.

Digitization of products

Table 4.10: Digitization of products

Response Frequency Per centage

Great benefit 6 10.9
M oder ate benefit 8 145
Not Sure 10 18.2
Small benefit 5 9.1
No benefit 26 47.3
Total 55 100.0

Figure 4.14Product Digitization

M Great benefit

B Moderate benefit
 Not Sure

H Small benefit

® No benefit
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From Othe research findings presented majoritjhefrespondents did not find it of any benefit
to have digitization of products through their pwots, it is also clear the 18.2% were not sure if
it were of any benefit to their business and onlfew found benefit on the digitization of

products when using e-commerce among SMEs.
4.4.3 Challenges of E-commer ce

The study aimed at investigating the challengeseeapced in using e-commerce in their
businesses. The respondents were required to tadibe frequency at which they face the
various challenges of e —.commerce based on a gtald,where by 1-Strongly Agree, 2-Agree,
3-Not sure, 4- Disagree and 5- Strongly Disagrée. rEsults were as follows:

Slow internet speed dueto poor infrastructure

Response Frequency Percentage
Strongly agree 27 49.1
Agree 20 6.8
Not Sure 2 3.6
Disagree 6 10.9
Strongly Disagree 0 0.0
Totals 55 100.0
Table 4.11

The table above represents responses to slow éttspeed as a challenge to SMEs that have
adopted e-commerce.49% strongly agree that slovedsmé internet is a challenge to e-
commerce adoption. This showed that one of thetggeahallenges of e-commerce was the poor
infrastructure.

Security

The researcher also sought to find out to whatnekigas security a challenge. Majority of the
respondent strongly agreed as shown in figure 4250 of the respondents strongly agreed.
This is majorly because of the insecure online paytnmethods which involves the use of credit

cards or visa cards.
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Figure 4.15: Security

Disagree SECU RITY sig(;r;iye

% 0%

Not Sure

15% ~

LanguageBarrier
Table4.12: LanguageBarrier

Response Frequency Per centage

Strongly agree 14 25.5
Agree 11 20.0
Not Sure 2 3.6
Disagree 13 23.6
Strongly Disagree 15 27.3
Totals 55 100.0

The study sought to find out whether language éahindered e-commerce adoption by SMEs.
The findings showed that. A total of 50.9% refutbd notion this could be because Nairobi
CDB captures many people from different culturesl anbes and most of them at least
understand the national language.

I nadequate K nowledge of E-commerce

Table 4.13: Inadequate Knowledge of E-commerce

Response Frequency | Percentage
Strongly agree 15 27.3
Agree 17 30.9
Not Sure 12 21.8
Disagree 0|1 18.2
Strongly Disagree 1 1.8
Totals 55 100.0

The study sought to investigate whether inadeqkatevledge of e-commerce was a key

hindrance in the adoption of e-commerce by SMEtheCBD. The findings indicated that a
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majority of 31% of the respondents agreed to thisaning that the owners did not have enough
knowledge of how e-commerce would better their iess.

Customer/ buyer Preferenceof for traditional method of transacting business
The study sought to find out whether the resporglegreed that customer/buyer

preference for traditional methods of transactingibbess were a key challenge to
adoption of e-commerce. The findings proved thabtal 84% of the respondents
supported the claim while only a total of 7% retutee claim.

Table 4.14: Customer/ buyer Preference of for traditional method of transacting
business

Response Frequency Per centage

Strongly agree 29 52.7
Agree 7 30.9
Not Sure 5 9.1
Disagree 3 5.5
Strongly Disagree 1 1.8
Totals 55 100.0

Non-Compatibility of Older to Newer Technology
In this study, the researcher sought to investigf@eimpact of nhon-compatibility of

older to newer technology as a challenge facing Skhat adopt e-commerce. 45.5%
of the respondents who were the majority stronglyead that this was a key

challenge, seconded by 29% who agreed. 20% ofetsigondents however disagreed
while 6% strongly disagreed.

Table 4.15: Non-Compatibility of Older to Newer Technology

Response Frequency Per centage
Strongly agree 25 45.5
Agree 16 29.1
Not Sure 0 0.0
Disagree 11 20.0
Strongly Disagree 3 5.5
Totals 55 100.0
4.4.4 Regression Analysis

Of importance to the researcher was the relatipniséiween the adoption of e-commerce among
SMEs and the factors that lead to the adoptiongs®cThe researcher therefore performed a
regression analysis to establish the associatiawea®a the independent and the dependent

variable
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Regression Analysisfor the Business to Business model
The following regression model was as follows.
Y=aot+x1&q +€

MODEL SUMMARY

Model | R R Square | Adjusted R Square Std. Error of theniadé

1 0.69F | 0.478 0.391 2.264

Predictors: (Constants) and the deter minants
The coefficient of determinant, adjusted R Squar&9.1% meaning 39.1 of the variation is
explained by the determinants of e-commerce thathés telecommunication infrastructure,

security, reliability and e-commerce awareness.

ANOVA

df SS MS F Significance|F
Regression 1 28.125 28.125 5.488 0.008
Residual 6 30.750 5.125
Total 7 58.875

a Predictors: (Constants) telecommunication infuastire, security, reliability ,and e-commerce
awareness.

b. Dependent Variable: E-commerce Adoption

Table : Coefficients?

Coefficientg Standard Error t Stat P-value
Intercept 0.625 0.300 0.795 0.032
Infrastructure | 0.723 0.658 2.343 0.01
Security 0.277 0.429 0.558 0.029
Reliability 0.8 0.912 0.275 0.06
Awareness -1.2 0.120 -1.412 0.045

From the results, infrastructure, security andafslity coefficient values were positive,
statistically significant and strong predictors efcommerce adoption. On the other hand
awareness coefficient was negative but still gteéily significant this is seen by the p values

which are <0.05.

MODEL SUMMARY
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Model | R R Square

Adjusted R Square

Std. Error of thenteda

1 0.889 | 0.790

0.633

1.758

Predictors: (Constants) and the determinants

The coefficient of determinant , adjusted R Squweae 63.3% meaning 63.3 of the variation was

explained by the determinants of e-commerce, thathé telecommunication infrastructure,

security, reliability ,and e-commerce awareness, agmber of branches, level of education and

number of products. The other percentage is fowtiexplained variables not mentioned in the

research.
ANOVA

df SS MS F Significance
Regression 3 46.514 15.505 5.017 0.077
Residual 4 12.361 3.090
Total 7 58.875

F

a Predictors: (Constants) telecommunication infuastire, security, reliability ,and e-commerce

awareness.

b. Dependent Variable: E-commerce Adoption

Table : Coefficients?
Standarc
Model Coefficients Error t Stat P-value

Intercept 1.122 0.450 0.521 0.011
Infrastructure 1.836 0.645 2.845 0.047
Reliability 1.050 0.151 1.777 0.001
Awareness 0.0225 0.475 0.579 0.006
Age 0.125 0.075 1.898 0.020
Number of Branches 0.268 0.321 1.523 0.019
Level of Education 0.456 0.233 1.956 0.122
Number of products 0.012 0.671 1.323 0.049

From the results the infrastructure, security atality, awareness, age, number of branches and

number of products had a significant relationshipeecommerce adoption. However the study

did not find a statistical significance between thaeel of education and the adoption of e-

commerce.
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Regression Analysisfor the Business to Consumer model
MODEL SUMMARY

Model | R R Square | Adjusted R Square Std. Error of thentedé

1 0.728 | 0.529 0.471 2.203

Predictors: (Constants) and the determinants
The coefficient of determinant, R2 is 52.9% mearb2d of the variation is explained by the
determinants of e-commerce that is the telecommatinit infrastructure, security, reliability,

and e-commerce awareness.

ANOVA
Significance
df SS MS F F
Regression 1 43.682 43.682 9.002| 0.017
Residual 8 38.818 4.852
Total 9 82.5

a Predictors: (Constants) telecommunication infuastire, security, reliability ,and e-commerce

awareness.
Table : Coefficients?
Standarc

Model Coefficients Error t Stat P-value
Intercept 0.125 0.250 1.102 0.049
Infrastructure 2.610 0.097 2.112 0.550
Reliability 2.108 0.110 1.777 0.001
Awareness 1.547 0.312 1.264 0.004

From the results the security, reliability and asveass had a significant relationship on e-
commerce adoption. However the study did not findtatistical significance between the

infrastructure and the level adoption of e-commerce

Model Summary
Model | R R Square | Adjusted R Square Std. Error of thentzdé
1 0.800 | 0.641 0.461 2.223
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The coefficient of determinant , R2 is 79.0 % magnir9.0 of the variation is explained by the
determinants of e-commerce, that is the telecomeation infrastructure, security, reliability
,and e-commerce awareness, age, number of brareliespf education and nature or type of

SMEs. The other percentage is for the unexplaireihbles not mentioned in the research.

ANOVA

Significance)
df SS MS F F
Regression 3 52.849 17.616| 3.565 0.087
Residual 6 29.651 4,942
Total 9 82.5

a Predictors: (Constants) telecommunication infuastire, security, reliability ,and e-commerce
awareness.

b. Dependent Variable: E-commerce Adoption

Table : Coefficients?

P-
Coefficients Standard Error t Stat value

Intercept 1.314 2.478 0.530 0.015
Infrastructure 1.438 0.474 3.031 0.023
Security 0.226 0.316 0.715 0.031
Reliability 0.093 0.312 0.297 0.615
Awareness 1.122 0.450 0.521 0.011
Age 0.286 2.080 1.201 0.02(
Number of Branches 0.368 0.110 1.101 0.080
Level of Education 0.141 0.433 2.101 0.04
Number of products -0.285 0.022 1.212 0.011

From the results the infrastructure, security atality, awareness, age, number of branches and

number of products had a significant relationshmpgecommerce adoption.
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Regression Analysisfor the Consumer to Business model

Modd Summary
Model | R R Square | Adjusted R Square Std. Error of thentzdé
1 0.577 | 0.333 0.111 1.491

The coefficient of the determinant, Adjusted R squa 11.1% meaning 11.1 of the variation is
explained by the determinants of e-commerce thathés telecommunication infrastructure,

security, reliability and e-commerce awareness.

Table : Coefficients?

Coefficients| Standard Error, t Stat P-valye
Intercept 0.036 2.575 1.481 0.046
Infrastructure 0.286 0.517 3.080 0.044
Security 0.226 0.316 0.715 0.023
Reliability 0.093 0.455 2.017 0.015
Awareness 0.019 0.687 1.335 0.027

From the results the security, reliability and asveass had a significant relationship on e-

commerce adoption.

Model Summary
Model | R R Square | Adjusted R Square Std. Error of thentzdé
1 0.612 | 0.375 0.15 2.5

The coefficient of determinant , R2 is 61.2 % magr1.2 of the variation is explained by the
determinants of e-commerce, that is the telecomeation infrastructure, security, reliability
,and e-commerce awareness, age, number of brareliespf education and nature or type of

SMEs. The other percentage is for the unexplaieihbles not mentioned in the research.

ANOVA
Significance
df SS MS F F
Regression 3 3.75 1.25 0.2 0.888633
Residual 1 6.25 6.25
Total 4 10

a Predictors: (Constants) telecommunication infuastire, security, reliability ,and e-commerce

awareness.

b. Dependent Variable: E-commerce Adoption
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Table : Coefficients?

P-
Coefficients Standard Error t Stat value

Intercept 1.152 1.234 0.674 0.011
Infrastructure 2.119 2.003 1.235 0.066
Security 3.215 1.767 1.452 0.019
Reliability 1.001 1.985 1.341 0.550
Awareness 0.215 2.582 1.227 0.035
Age 0.891 1.071 1.359 0.041
Number of Branches -2.354 1.572 0.2 0.001
Level of Education 0.112 1.200 0.530 0.012
Number of productg -1.235 0.454 0.297 0.030

From the results the infrastructure, security atality, awareness, age, number of branches and

number of products had a significant relationshipecommerce adoption.
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CHAPTER FIVE: SUMMARY OF THE FINDINGS, CONCLUSIONS AND
RECOMMENDATIONS

5.0 Introduction
This chapter presents a summary of the main fintlimm the study, the conclusion of the study

and the recommendations which are based on theustmt of the study. The general objective

was to investigate the adoption of e-commerce angMBgs in Nairobi CBD.

5.1 Summary
The researcher administered 60 questionnairegah Majority of the questionnaires were fully

filled and returned to the researcher. This stadgedted sixty SMEs operating in Nairobi Central
Business District, however, only 55 SMEs that resieal to questionnaires and this translated to
a response rate of 91.7%. The questionnaires cautgjuestions that addressed the objectives of
the study. In addition, according to the result86d of the respondents were male while the rest
were female. On the nature of the SMEs, the studiesaled that majority of them were in the
service industry while still there were a signifitaumber of those in the retail.

The study indicated most of the managers underdto®denefits of e-commerce. This is seen
by the positive response on the questionnaires, bimeefits analysed include: improving
company profile, businesses getting more enquiffesn customers, improving supplier
relationship, better marketing cost, twenty fouutsoavailability, digitization of products and
business becoming an international place. The emgdls of e-commerce analysed were the slow
internet speed due to poor infrastructure, non-aiigity of older and newer technology,
customer/ buyer Preference of traditional methottarfsacting business, inadequate knowledge

of E-commerce and language barrier

The research sought to investigate how e-commedehnefited SMEs in Nairobi CBD. From
the findings the key benefits were the increaséessaeduced transaction cost and speeding up
processes. Reduced marketing cost was of lessibentfe most owners since they still felt the

need to reach out to local customers on individaais.

The study established that e-commerce had a nuafbghallenges. The key challenges being
slow internet speed, security and customer’s peefar to transact businesses offline. Language

barrier on the other hand was less of a challengetd the scope of the study. Nairobi central
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business district being at the center of the cibghpeople seemed to understand the English and

Kiswahili.

5.2 Conclusion.

Most of the SMEs have adopted to e-commerce evaungththey have not fully implemented
all the business models. In this study, benefitd ahallenges that influence the level of

ecommerce adoption were studied.

Using the questionnaires each specific challengeeaefit respondents were asked to rate the
degree of benefit or lack thereof that each spebiéinefit or challenge respectively brought to

their SMEs due to the fact that they had incorpat@&commerce in their business entities.

Items selected by majority showed that the SMEgsey# derived certain benefits from the
adoption of ecommerce in their businesses. Additignthey encountered challenges that
discouraged their adoption of ecommerce in thesiresses. The benefits and challenges faced

by the owners were categorized into five key graspectively.

Based on this study a number of general conclusionghe adoption of ecommerce by small
and medium sized enterprises in Nairobi have beademThe study unveiled the fact that
slows internet speed and poor infrastructure rankesd in supremacy among the five

challenges that undermine the adoption of ecomméiraeas also observed that some of the
government’s efforts to support entrepreneurshipeldpment through the adoption of e-
commerce are focused on eliminating this challerggice, the government is on the right

track in terms of prioritizing.

Customer/ buyer Preference of for traditional rodtlef transacting business come in second
with the majority of the SMEs owner agreeing thagyt have encounter resistance by their
customers and fellow businesses colleagues ingudmployees to adopt and incorporate
ecommerce in their business. This clearly showned to create awareness and sensitize the
entire population on the efficiency , conveniensegurity and great benefits that adoption of

ecommerce brings to a business, its customerghantbuntry’s economy as a whole.
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The study findings also showed that:- extending t¢hstomer baseReduced Transaction,
marketing and operating costs and Improving comganfile and improved sales brought great
benefits to the SMEs. Moreoveimproving efficiency through round the clock bussge
speeding up processes and customer feedback; gialet access and digitized products also
reported positive feedback as the role they playethe overall performance of most SMEs.
Evidently any effort directed to enhancing e-conmeeewill result in the increase of these
benefits to SMEs hence go a long way in encouratifiagdoption of ecommerce throughout the

country.

5.4 Recommendations

Based on the above conclusion, the study recomntbatithe SMEs managers should undertake
some training courses on e-commerce especiallyedsite to enable them get the importance of
implementing e-commerce and how to effectively izdil all the resources to ensure the

organization has a competitive advantage.

The government/policy makers should make policasdhe enterprise friendly by reducing costs

of trading using e-commerce and ensuring secwgityall taken care of

Because owner/manager’s age, level of educatiosh,gender are key factors for e-commerce
adoption, the web developers should take concersuch factors when implementing the

different website that is make it more user frigrahd easy to learn.

40



REFERENCES

Abrahams, B. (1997, March 27). It's all in the mihdiarketing. 31-33.
Ajzen, I. (1988). Attitudes, personality, and belbawlilton-Keynes, EnglandOpen University.
Andam, R. (2003)E commerce and e businessia : UNDP.

Badrinath. (1997)The SMEs and the global Market place: An analybsompetitiveness
Constrain .International trade center.

Castleman, T. (2009). E-commerce and the Compeniéiss of Small Enterprises Study of the
restaurant industry

Chaffey, D. (2009)E-business and E-commerce Management: Strategyermeptation and
Practice.New york: apprentice hall.

Chan, H. (2001)Ecommerce Foundations and ApplicatioBsuth Wales.

Conference, I. M. (2004). Promoting SMEs for depetent.2nd OECD Conferenceof Ministers
Responsible For Small And Medium-Sized Enterpi$d&(s).OECD Publications.

Cooper, D. (2008Business Research Methotiew York: M.C. Growhill.

Daniel, E. (2002). An Exploratory Comparison of &tenic Commerce Adoption in Large and
Small.Journal of Information Technologyl7,133-147.

Dillon, H. C. (2001). E-Commercdournal Fundamentals and Applications

Durairaj Maheswaran, S. S. (2000). Issues and Niegctions in Global Consumer Psychology.
Journal of Consumer Psycholog$9-66.

Efraim Turban, D. K. (2008E-commerce: Managerial perspectiWrentice haal.

Fishbein, M. (1995). Theory-based behavior chantgventionsJournal of Health psychology

Grandon, E. a. (2004-Commerce Adoption:Perceptions of Managers/Owag&mall and
Medium Sized Firms in Chil&lew Zealand.

Hall, C. (2006)Profile of SMES and SMES issu8fgapore.

Henry Chan, R. L. (2001E-Commerce: Fundamentals and Applicatiodk: wiley & Sons.

41



Hofstede, G. (2001 Cultural ConsequenceSage, Thousand Oaks.

Jarvenpaa, S. L. (1997). Consumer Reactions tdrbBtec Shopping on the World Wide Web.
International Journal of Electronic Commerc&9-88.

Kalakota, R. W. (1997 Electronic CommerceAddison-Wesley.
Kangethe, Kennedy. (2013). E-commerce picks upany&.Business & Tech5-10.

Koufaris, M. (2002). Applying the Technology Accapte Model and Flow Theory to Online
Consumer Behaviotnformation System Researck0l.13 205-223.

Kshertri, N. a. (2010). Determinants of the glothéflusion of e-commercelournal Electronic
Markets, 120-129.

Kshetri, N. (2008). Barriers to e-commerce and ocetitipe business models in developing
countries Journal of Electronic Commerce Research and Appbos, 443-452.

Lang, &. C. (2003). relationship quality, onlinenbéng and the information technology gap.
International Journal of Bank Marketing21-29.

Macharia, J. (2009Factors affecting E-commerce Adoption: Nairobi @dit
States,International UniversitiNairobi.

Maharaj, W. &. (2011). Factors influencing succakate of mobile technologies to facilitate E-
Commerce in smallenterpris@he African Journal of Information Systemgolume 3.

Maheswaran, D. S. (2000). Issues and new directiogkbal consumer psychologjournal of
Consumer Psychology59-66.

Mugenda, O. M. (2003RResearch Methods:Quantitative and qualitative apgtes Nairobi:
Act press.

Mwangi, G. (2013). Ten Latest M-Pesa Statisfidink M-Pesa 7.

Pavlou, P. (2002/03). Consumer Acceptance of ElaatrCommercel - Integrating Trust and
Risk with the Technology Acceptance Modtlgernational Journal of Electronic Commerce
Vol. 7, No. 2.

Payne, J. E. (2007A guide for development professionals: E commezadiness for SMEs in
Developing CountriedVashington .

R. Harris, R. D. (1999). Anxiety and involvementl@Qral dimensions of attitudes towards
computers in developing societidsurnal of global Information Managemer26-38.

Rayport, J. (2007)ntroduction to E-Commerce.

42



Rogers, E. M. (2003piffusion of InnovationsNew York: Simon and Schuster.
Schneider, G. (2011E-BusinessAnnual Press Release.

Sekaran, U. (1992Research Methods for Business — A skill buildingrapch.United States of
America: John Wiley & Sons, Inc.

Sherry M.B. & Thatcher a (200332B e-commerce adoption decisions in Taiwiaiwan.

Stern, L. (2007). Information system and manageraedte commercdournal of Information
System Management

Survey, N. B. (1999National Micro and Small Enterprise Baseline Sur\Wgirobi: ICEG.
Tasabehiji, R. (2003Applying E-Commerce in busine&#: Sage publications.
Turban, E. A (2006)Electronic Commerce:Managerial PerspectiSA: Prentice Hall.

Wangusi, F. (2013Biztech AfricaNairobi.

43



