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ABSTRACT

E-commerce is becoming increasingly attractive usitresses. Compared to the US
and Europe, E-commerce remains in an embryonie staChina. E-commerce in
China is forecast to grow more than two-fold durihg next two years, according to
government estimates. China has been rapidly Iogldiup its IT and
telecommunications infrastructure for e-commerceliegtions. The potential of
e-commerce to bring new markets to Chinese companieprove market
information and transparency of pricing, and enkadcstribution of goods and
services is widely acknowledged.

E-commerce has become a hot topic of discussionramstigation among business
and marketing researchers. However, most of lieeats dominated by empirical

studies in the developed countries of EuropeanUidLess attention has been given
to the developing countries in the Far East, egflgdn China. The literature has

generally proposed that the culture and trust isseelikely to be important factors

affecting the development of e-commerce. This stids to study this proposition in

the context of Chinese culture with a view to figi a gap in the e-commerce
literature.

To achieve the objectives of this study, questioensurvey will be the main research
method for quantitative approach and it had beetelyiused in social science and
business research. An online questionnaire wasghéa on the online survey web
site and distributed to several online stores wit) sewsgroups, and online forums.
The study also proposes a conceptual frameworlaabis affecting Internet users’
purchase intention in Great China Region, includamdine trust, security issues,
cultural influence, and perception of risk. Usingtual data, researchers can
empirically test relationships among the factorshimi this framework and identify
possible future research areas for each factor.

The quantitative questionnaire survey was conduatetresults indicated that online
trust and security issues will impact significanty the customer behaviour and
encouraging other Internet users to use e-commerc&reat China Region.
Interestingly, even though the perception of riskigh, consumers may decide to
take part in e-commerce. The study reveals thatriet users tend to make a
proactive effort to adopt e-commerce and similaults were obtained across three
regions.
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CHAPTER 1

RESEARCH BACKGROUND

1.1 Introduction

During the past decade, with the emergence of esenece and internet technologies,
organisations have changed the way in which thepdect their business.
E-commerce promotes open communication and a Virtteractive environment in
which suppliers and customers can exchange infeomaind products. The internet
represents a technological innovation has trangdrthe way in that we live and

work.

In this chapter, the researcher will introduce thgeneral application and
implementation of E-commerce, E-commerce in Chogether with the objectives
and methodology of this research. This chapter piswides an introduction of the
PhD project and consists of four parts, includihg tesearch objectives, research

background, a general outline of the research ndetinmad the structure of the thesis.



1.2 Application and Implementation of E-Commerce

E-commerce fundamentally focuses on the electrexahange of information using
information and telecommunication infrastructunear{icularly the World Wide Web
and the Internet). Broadly defined, electronic camee can be viewed as “applies
equally well in dot-com and Internet-only businestting, as well as more traditional
business settings where the new channel of thankites be used alongside
existing channels.” (Kauffman and Walden, 2001 .pE3rommerce encompasses a
wide range of commercial activities that can be egatised into

business-to-consumers and business-to-businesgssect

E-commerce promotes open communication and a Virtteractive environment in
which suppliers and customers can exchange infesmand products. E-commerce
improves communication among partners along a whaé and offers an integrated
business model by which companies can be respomsideflexible to changing

market and customer requirements.

The use of the e-commerce, by both organisatiord iadividual consumers
continues to grow. Telecommunication organisatiand governments are making
huge investments in developing the network infragtire, and many programmes
have been developed to enable the exchange of smgoimation, databases, and

commercial transactions via the world wide web (WYWan and Teo, 1998).

Applegate et al. (1996) discussed the implicatibre-commerce on organisational
performance and research agenda. E-commerce irsvaoteee than just buying and

selling and encompasses the range of pre-salesfids well as a host of ancillary

2



activities, these include new approaches to madstarch, generation of qualified
sales leads, advertising, product purchasing arstritalition, customer support,
recruiting, public relations, business operatiompdpct management, knowledge

distribution and financial transaction.

According to comScore Networks survey, consumerghm United States spent
US$24 billion online in 2006. Furthermore, e-comogerdespite many obstacles
facing the practice, has taken off. It is projedtieat global Internet sales will exceed
$12.8 trillion in 2006 (FIND, 2009). It was project that more than half of all the
Internet users would purchase online by the en20d@D (Hoblby, 2001; Kolsaker &

Paynes, 2002) and this will lead e-commerce, thhe sfiproducts and services via
Internet to a new era. The US Census Bureau refitatsconsumers in the United

States alone spent US$164 billion online in 2008.

There is no doubt that advent of the e-commercebhasght important implications
to both business organisation and individual coressmTeo and Liu (2007)
demonstrated that the reasons for internet adoptezating web sites were:
convenient access to worldwide information, esshliig a global presence,
extending global market reach, creating new businggportunities, improving

customer service, direct selling of products amgeiong of operational costs.

For consumers, the new medium provides enormowenpal benefits, such as wide
range of product and services choice, bargain @ridetail information, shopping
convenience and even shopping enjoyment. For mosinéss organisations the
e-commerce is an excellent alternative distributcdrannel that not only is cost

effective but also can reach consumers directly artknsively. Moreover, the

3



e-commerce seems to provide a great competitivertyopty for all those who want
to enter the business world, such as the low afséntering consumer markets can
reduce the advantage of scale of large companieds@ivet al, 1998; Gefen and
Heart, 2006). This has become part of daily lified at is difficult to imagine an

organisation without some form of e-commerce ajpgibn.

E-commerce is becoming increasingly attractive usitresses. Compared to the US
and Europe, E-commerce remains in an embryonie s$tatChina because of the
difference in traditional business models, conwerdl consumer behaviours and
consumer expectations. E-commerce in China is éstelo grow more than two-fold

during the next two years, according to governnestitnates. In 2009, business on
the web had reach a volume of 119.5 billion RMB] #re country's internet regulator,
the Ministry of Information Industry, says that bgd of 2010 it will top 250 billion

RMB.!

The impetus behind China's Internet drive can tbated in part to government
efforts to prepare for position the country for thew economy’, in part to local
entrepreneurs hoping to ride the venture-capitalenta fame and fortune. Today an
increasing number of Chinese people and organisatise the Internet for varying
purposes. Thus understanding the relations betwatore factor and security of

e-commerce in China is essential.

! Online Market report in China. Available frorhttp:/market.ccidnet.com/pub/report/show_8380.html
[Accessed 17 July 2009].
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1.3 E-commerce in China

China has been rapidly building up its IT and tetamunications infrastructure for
e-commerce applications. The potential of e-commedrx bring new markets to
Chinese companies, improve market information aadsparency of pricing, and
enhance distribution of goods and services is widalknowledged (Trappey &

Trappey, 2001).

The adoption of economic reforms and an “open d@aiicy in China resulted in
substantial economic growth within the Chinese pefjpan of 1.3 billion. China has
been rapidly building up its IT and telecommunioas infrastructure for e-commerce

applications since the late 1980s (Gunasekarat, €004, Mueller & Tan, 1997).

Internet business primarily means to reach oubteiin companies and as a means
for conducting business-to-business (B2B) or bissifie-consumer (B2C) commerce.
Businesses and consumers are using the Interreetaime extent for e-mail, search
machine, advertisements, homepages, electronice tfatt advertisement, and

business document exchange and document trans(iitagipey & Trappey, 2001).

The former Information Office of the State Couraplpointed China Internet Network
Information Centre (CNNIC) to collect informatiom ¢he Chinese Internet market in
order to help government and commercial enterpngiis their decision making
since 1997 (CNNIC, 2009). The information included number of host computers,
Internet users, the distribution of users, infolorattraffic and the registration of
domain names. The first survey was undertaken itoligc 1997. After the first

survey was completed, the surveys began to be cteditwice a year, every January

5



and July. Those survey reports have been regagdétedeading authority on China’s

Internet statistics (CNNIC, 2009).

CNNIC semi-annual survey reports collect a sigaificamount of information about
the Internet development in China. The survey rispprovide valuable information
on the overall Internet development in China, reglodistribution, Internet users’
behaviour, preference, and their opinions on Im@erservices and existing

e-commerce services.

China’s infrastructure for e-commerce diffusiocl&racterised by ‘disparities’ among
geographic areas, demographics, industrial fiekag] firm size. Large cities and
economically advanced coastal provinces enjoy mhetter infrastructure. Certain
industries including banking and insurance are rmfgion intensive and better
positioned to adopt any information-related adegt(Tan and Ouyang, 2004). Large
enterprises have bigger IT budgets and betterddaistaffs than small and
medium-sized enterprises. Internet and e-commeecbedter adopted among younger
generations with higher education (CNNIC, 2009)e Trifrastructure disparity leads to
e-commerce diffusion disparity in China. Currerdogamerce activities in China are
concentrated in large cities, coastal provincedateindustries, large enterprises, and

among well-educated young people (Zhu, 2003).

More and more organisations in China are usingltbernet to access and retrieve
information, disseminate knowledge, and provideinanlservices to improve the

organisation’s efficiency, effectiveness and prauhity.



Findings in CNNIC surveys have significant implicas for companies that are
considering conducting B2C e-commerce in China. BRE market is not likely to

gain a dramatic rise in the next few years basetherCNNIC (2009) surveys. The
traditional retail model will still dominate the msumer market in China. However, as
the number of Internet user increases, companietegarage Internet resources with
its traditional businesses. Out of 17,833 Intewsstrs surveyed in July 2009, 26% of
the respondents reported they had some purchasipgriences over the last 12

months compared to only 24.8% in a similar surve008 (CNNIC, 2009).

The largest impact of business-to-business e-cogenierlikely to be on small and
medium-sized enterprises (SMEs), because many laugnesses already have
Electronic Data Interchange (EDI) systems in plades accessibility of the Internet
makes electronic commerce a realistic possibibtySMEs and is likely to lead to its

widespread diffusion (Mueller & Tan, 1997).

Many Chinese firms fall behind in conducting actetommerce transactions,
mostly because barriers in business, legal anduralltperspectives fail to
accommodate the technology progress. The lack eofstiid historic foundation of
deploying and utilising internal information systemand the poor integration of
business process with information systems may down technology progress.
There are many other non-technical barriers tomergerce diffusion in China. The
most significant barriers include the lack of ségutack of a system to monitor and
guarantee buyer and seller credibility, and anficieht delivery system (Furnell &
Karweni, 1999; Kimet al, 2008; Lian and Lin, 2008). In addition, therenist a

sophisticated legal framework to facilitate e-comeeeactivities and to protect the

interests of both vendors and consumers (GunaseKaiNagi, 2005).
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China needs to have a basic platform to embracemenerce. China is currently
rapidly developing the infrastructure necessary desommerce. China's transition
from a plan-based economy to a more market-drivendesignates the country as an
emerging market in the global economic system,tbaterequires keeping pace with
digital advances. Government and private efforésvemrking toward overcoming the
lack of infrastructure. The business-to-businesskatas expected to expand once a
number of telecommunications infrastructure issaes resolved (Mueller & Tan,

1997).

The Chinese government has begun to see the vdluecommerce and has
established several sites itself such as The Mynaft Foreign Trade and Economic
Co-operation’s (MOFTEC), China products site atr@market.com. MOFTEC runs
China International Electronic Commerce Centre @Iz CIECC was created in
February 1996 to research, promote and operateaShimternational e-commerce

(Access Asia, 2001

There are now a growing number of e-commerce pi®jacliuding the People’s
Bank of China (PBoC) and its E-mall project, anlioe- electronic retailing mall
which has advanced security to protect consumeeditccard numbers and uses a

Secure Electronic Transaction (SET) system.

Beijing has come to identify E-commerce as a céptemk of growth for both SMEs
and private companies. E-commerce is part of tvemgonent’s overall hi-technology

strategy that is centred on certain areas of thentcp (primarily Beijing and



Shanghai) but is expected to radiate outwardsam#xt century (Trappey & Trappey,

2001).

To improve e-commerce in China, business and emgerwill need to solve out the
basic problem that they used to have, such asdhblasic automation in place, poor
management skill, and lack of e-commerce integnatitan and Ouyang, 2004).
Effective strategies towards the adoption of e-cenmu® need to be based on a good
understanding of the costs and benefits of using Iléormation Technologies (IT)
(Salman, 2004). Developing and implementing appat@re-commerce strategies

will be important for maintaining competitivenegafiel & Wilson, 2002).

A healthy e-commerce infrastructure should be stpdo both by advanced
technologies and by a friendly business, legal@rtliral environment. On the other
hand, the impressive annual growth rates of B2B BAG transactions had been
show in recent years. As the positive forecasts,painting to the fact that China is
making progress and gradually working on its busshdegal and cultural barriers
while keep upgrading its technology infrastruct(@alman, 2004). It remains to be

seen how fast these barriers could be alleviatesven removed.

Based on the literature analysis, Woag al. (2004) found that local economic
development, Internet user behaviour and traditidmesiness are the factors that
influenced the development of e-commerce in Chitawever, this study did not

include primary data collection, therefore furthhesearch could be considered in

future study.



Government policies regarding e-commerce diffusghould be geared toward
passing various laws and regulations to creategal land safe environment for
businesses and consumers. The government couldhalpo possibly through its
state-owned enterprises, to build up financial,tifbegsiting, security, and even
delivery systems to serve e-commerce transactibas @nd Ouyang, 2003). For
example, Chan and Al-Hawamdeh (2002) reviewed thesldpment of e-commerce
in Singapore and studied the impact on developnoéninformation society in

Singapore. This study found that government cawigeal great environment and

infrastructure to encourage local and foreign camgsafor e-commerce adoption.
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1.4 Research Motivations

E-commerce has become a hot topic of discussionramstigation among business
and marketing researchers. However, most of lileeats dominated by empirical
studies in the developed countries of EuropeanlidLess attention has been given
to the developing countries in Asia. There are satuglies forKorea and Japan

(Sung, 2006; Hu et al., 2004).

The argument in favour of moving to e-commerce ebkef that electronic markets
have the potential to be more efficient in develgpnew information-based goods
and services, and in finding global customers aading partners with whom to
conduct business. E-commerce, via the internethernext generation of internet
protocol, will change business institution, operasi, and products and services, as
we know them today, just as the telephone, telewjsiax, and email have changed

the way businesses and consumers communicate.

E-commerce brings the benefits of product promoti@ost savings, timely
information, shortened remittance time, informatioonsistency, better customer
services, and better customer relationship, cus@tion of products, competitive
advantages, and convenience of doing business @Wel 2001). For example,
Daniel and Wilson (2002) conducted a mail questirensurvey to investigate the
reasons that causing SME to adopts e-commerce enefits they are realising from
e-commerce developments. By analysing the dataatetl from 5,000 companies
across wide range of industry sectors throughoaituiK, the study proved that the
competitive pressure is the main driver of e-conumeadoption for UK SMESs.

Information sharing and communication between eyg®#e within the firm were

11



found to be the benefits of adopting e-commerce.

However, despite the phenomenal growth and theemeous potential for future
growth in e-commerce, consumers have encounter@dalgons and difficulty when
they purchasing online. Although US Census Burepont that the absolute figure of
e-commerce revenue look large in 2002 and it oclyoants for 1.3 percent of all
retail sales. It also represents a slow increasa 1999 and did not change much at
all since 2001 (Woods, 2003). Many online usersstitereluctant to purchase from
Internet, which has resulted mainly from the féattthese online users have doubts
and concerns about purchasing from Internet (Padkkam, 2006). Their doubts and
concerns have brought heightened attention frorh Ipoactitioners and academics
and resulted in numerous discussions. System $gamd information privacy is one
of the consumers’ major concerns. According to CBINReport (2009), 195 million
Internet users were attacked by viruses and Tiogases (spy software) online within
six months, and the accounts or passwords of 1llmwere stolen. The potential
security hazards of the Internet has degradednietersers’ trust in the Internet, and
only 29.2% of Internet users believed online tratisas to be safe, thus restricting
the development of transaction applications likeoe¥merce and online payment

(CNNIC, 2009).

The important reason is trust. Various studies destrate that in the
business-to-consumer environment, a lack of tsiatmain reason that inhibits online
users purchasing from Internet. As reported in Peszis survey (2002), only 29
percent of Internet users say they believed therimétion provided on websites that
sell products or services. Most consumers refusarduide personal information to

websites (Hoffmaret al, 1999). To increase the use of e-commerce, isgage must
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be improved and considered seriously.

E-commerce provides a rich field for academic regeaStudies have included:

technology platforms (Hakwinst al, 2000); business challenges (Daniel & Wilson,
2002); infrastructure development (Chan and Al-Haah, 2002); emergent

organisational forms (Gunasekaran and Ngai, 208%J; social and macro-economic
impacts (Salman, 2004), security (Furnell and Kaniyw&999) and trust (Monsuwet

al., 2004).

The issue of trust is not a new topic. Since 1980st has been the subject of studies
in social psychology, sociology, philosophy, pachti science, management,
marketing, communication, computer science andriinébion systems. The key role
of trust in any relationship is commonly recognisadross disciplines. The
deployment of the e-commerce in business world &ddg new dimensions to
consumer trust and this reflected in the increasimgber of publications in the past
few years addressing consumer trust in e-commdrbese studies have covered
many aspects of consumer trust and significantyeiased understanding of this
concept. However, cultural impact on consumer trsistill an open issue for many

researchers to explore.

Based on a survey of small firms in Hong Kong iniakhfactors affecting the
adoption of electronic data interchange (EDI) wexamined, Kuan and Chau (2001)
have proposed a perception-based model that inctgsothe elements of technology,
organisation and environment. However, this studs wnainly focused on small
businesses in Hong Kong and did not provide anadveerception of the issues

involved in the implementation of e-commerce iroardry.
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Other studies have investigated whether sociakséave influence the development

of e-commerce. Thus, Gunasekaran and Ngai (200®)Jajged a framework for:

® identifying the reasons for using e-commerce
® understanding the implications of e-commerce in games
® implementing and applying e-commerce successfullgr fimproved

organisational competitiveness and success

The study also provided critical findings througimpérical analysis and structured
guestionnaire in Hong Kong. The major factors tinfluence the application and
implementation of e-commerce are: perceived usefslrof web; perceived barriers
of the Internet for e-commerce; usage of the lmterand perceived benefits of
Internet for e-commerce (Gunasekaran and Ngai, )20D&is finding provided a

guideline for improving the application and implertegion of e-commerce in Hong

Kong industries (Gunasekaran and Ngai, 2005).

In social and macro-economic aspects, Salman (2@pHrted that the developing
countries need to improve overall environment fexommerce development. The
author found that human condition, political aspeahd environmental issues are
serious factors for e-commerce development. Howetres study is based on
empirical analysis and literature review which leglace for further research to carry

on for this subject.

There are limited researches available to addiesspérceived benefits, potential

barriers to e-commerce implementation in China, affédcts and influences on
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consumers’ attitude toward online shopping.

Based on most research, two exogenous factors wifificience consumers’ attitude
toward online shopping have been proposed in theature include previous online
shopping experiences (Shieh al, 2001; Easrlick and Lotz, 1999), trust and séguri

in online shopping (Yoon, 2002; Lee and Turban,1300

Satisfaction with product offerings has been fotmdbe a primary driver of overall
customer satisfaction (Flavian et al., 2006). Quatf customer service (financial
statements and IT-enable services) is also impofiah of varying impact across
different customer categories (Ribbink et al., 200unctionality had the largest
impact on satisfaction with quality of automatedveme deliver-“Customers seem to
be receptive to the potential benefits offered hyekectronic system, such as speed
and convenience, provided it addressed all thadiig needs and was easy to use”
(Krishnanet al, 1999). One danger in generalising from previswslies (e.g. Roth

and Jackson 1995) is that product and servicesa@reomogeneous.

Childers and Carson (2001) found that if consunme®y their online shopping
experience, they have a more positive attitude tdvamline shopping, and more
likely to adopt the Internet as a shopping meditimom Burke’s (2002) research,
consumers with higher education level are more oawble using online shopping.
This is because learning to shop via Internet regubasic knowledge of using

computer.

From different aspects, Furnell & Karweni (1999gxHKihs et al. (2000) and Tan &

Ouyang (2004) identified that security is one of timajor factor to influence the
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development of e-commerce. Some of arising isswsEu(ity and trust) of
e-commerce is summarised in Table 1.1, includireg abthors, the methodologies,

their findings and the limitation of the study.

Table 1.1: Relevant Literature on Security and Trusg Issue on E-Commerce

Study Method Finding Limitation

Furnell and Questionnaire | Better security will Lack of quantitative

Karweni Surveys in UK | increase consumer evidence. The

(1999) confidence respond rate is low.

Hawkins, S. | Literature Identify several This study is based

et al (2000) | analysis methods to prevent on an empirical
Internet security breachanalysis

Monsuwe, T. | Literature Trust issue is one of theThe result of

et al (2004) | review with major reasons influenceliterature review has

empirical study | consumers willingness| not been tested in real

to shop online world case.

Tan and Surveys in 10 | Privacy of data and The study does not

Ouyang countries and | security are seriously | consider the

(2004) focus on China | concern from Chinese | comparison with
firms other countries

Security and trust have new implications that neethe re-addressed and thought

about as they apply to e-commerce. However, tleealiire information on security
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and trust in e-commerce are still limited compace grevious literature on
e-commerce. Previous e-commerce studies in Chimaei#tner too descriptive (e.g.
Tanet al, 2007)or lack of a theoretical framework to explain tlesult (e.g.Tan and

Ouayng, 2004).

Also, the culture issue is likely to be importaattors affecting the development of
e-commerce (Ribbinlet al, 2004; Gefenet al, 2005). Lynch and Beck (2001)
suggest that Internet users from different courdryd origins showed major
differences in beliefs, attitudes, perceptions hrtdrnet-based consumer behaviours
depending on their native country or region. Thiglg also indicated that culture is

the key to identify different patterns of Intermsers.

The continuous growth of e-commerce demands mogarigad and comprehensive
studies of the issue of security, trust and cultuniduence. In the past few years the
increasing numbers of publications for both industnd academic area is needed.
Therefore, this study has been worth to take funtesearch and to fill in the gap in

the e-commerce study.
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1.5 Research Objectives

This thesis contributes to theories by having fedusn different factors influencing
consumer’s decision to use e-commerce. The aimhisf riesearch project is to
examine the cultural influence on consumers’ timste-commerce. The primary
purposes of this study are to identify issues awtbfs important to the development
of e-commerce that may be influenced by culturdfedence. E-commerce is
considered a powerful medium for business developraeross Mainland China,
Taiwan and Hong Kong because it provides a comnatioit platform that facilitates
social interaction and business transaction aaeg®ns. To achieve this aim, this

study will take the case of Chinese culture aslgeab to investigate.

This study examines e-commerce across Great ChaeggoR (i.e. Mainland China,

Taiwan and Hong Kong) to uncover relationships agnoertain factors and attitudes
about e-commerce. Such understanding will enhanc&mowledge about consumer
attitude towards the e-commerce in Chinese sosieatiel help companies to develop

better e-commerce strategies.

Previous studies referred to three perspectivéBare-commerce literature: the trust
perspective, the security perspective, social antliral perspectivés This research

addresses the following questions:

1. Do Chinese cultures share the same trust or have dadtical consumer

behaviour to e-commerce?

2 These three perspectives will be discussed in @héqree.
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2. What is the relationship and impact of cultural to consumer behaviour in
e-commerce?
® Dose culture influence directly affects consumerisne trust?

® |s there a culture influence in the effect of oalsecurity issue?

3. To what extent have major cultural factors influened consumers’ trust

towards e-commerce in Chinese society?

4. What are the similarities and differences in secuty and trust issue about

e-commerce that may be influenced by Chinese cultarin different regions?

® Do Chinese consumers in different regions have sattiwides towards
online trust?
® Do Chinese consumers in different regions have saews on online

security?

5. What is the relationship between trust issue and sarity issue in

e-commerce?

The above mentioned questions would answer inclagpter. The following section

provides a brief description of research method.
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1.6 Research Methods

This research involves a quantitative data colbectilfo achieve the objectives of this
study, questionnaire survey was conducted to entharevalidity and reliability of

data. Questionnaire is the main research methoduantitative approach and it had
been widely used in social science and businessargs. The main literature
provided sources of ideas for questions that wdaddused in designing the final
questionnaire. The distinguish features of sunagsthe form of the data and the
method of analysis, which allows the researchefmtbdifferences in particular case
(De Vaus, 1986). The major advantages of usingtouesire are cheap, fast and
efficient (Hakim, 1992). It normally costs no mdfrean half of what a comparable
interview survey would cost. Questionnaires can atxluce interview bias, such as
the form of probing for answers and recording cfveers during interview (Solomon,
1999). The questionnaires can be spread in widgrgphbic area, particularly isolate
areas, and replies can be encouraging responaefésltfree in answering questions
in their own time. To consider the time and reseuwonstraints, the online
guestionnaire survey was conducted for this rekedruis type of research method

gives the researcher to have control over timetesdrand sequence of survey.

1.61 Sample Selection

The data was collected from Internet user in Chith@ng Kong and Taiwan during
the June and July of 2008. The collection method warposive, non-probability
sampling conducted within the areas involved. Bhigly also used factor analysis for

certain questions to define constructs.
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As this research explored different factors inflceere-commerce across Mainland
China, Taiwan and Hong Kong, online stores web (§#@mer.com.tw), newsgroups
(PPX.net), online forums (FDZ.com) and Web-boardtipgs (Discuss.com.hk) were
selected for this research. There were two selediiteria: forums and online stores
with over 10,000 visitors and 1,000 discussion o0&t results, these four web sites

were selected for the study participation.

An online survey was posted in My3g.com, an onSnevey website to collect data.
Research invitations were posted in these four sitds (Gamer.com.tw, PPX.net,
FDZ.com, Discuss.com.hk) located in China, Taiwad &ong Kong. A hyperlink

was provided for the respondents who were intetldstéhis research.

The questionnaire was developed in English andsiated to Chinese by a person
whose first language is Chinese. This questionnaase initially administered as a
pre-test to small group of participants and themrewno major problems with

understanding the questions.

Two Chinese versions of the questionnaire were adtered as the survey was
conducted in three different Asia regions (Chinanpepredominantly Simplified
Chinese version, Hong Kong and Taiwan being predantly Traditional Chinese
version). These two Chinese versions were then acgdpand no item was found to

pertain to a specific cultural context in termdasfguage.

As the survey was intended to apply to a wide gaalgcal area, the chosen method
of delivery was website hyperlink invitation. Thaudy provided links on several

online stores web site, newsgroups, online forumd Web-board postings from
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different geographical area and by inviting themvisit the online survey site
(http://www.my3g.com/). The research purpose arstruiction of questionnaire was

provided in the first page of the survey.
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1.7 Research Structure

This thesis is divided into seven chapters. Thenrt@pics of this research are:

* Chapter 1- Research Background

* Chapter 2- E-commerce Development in Great ChirgidRe

* Chapter 3- Literature Review

» Chapter 4- Research Methodology

» Chapter 5- Analysis of Results |

» Chapter 6- Analysis of Results Il and Discussion

* Chapter 7- Conclusions, Limitations and Furtherdaesh

Chapter 1 provides the rationale and brief dedonpof the focus of this research.
Specifically, it includes research objectives, a@sk motivations, brief research

method and existing theory used in this thesis.

Chapter 2 presents general background informatibrthis study, such as the
development of e-commerce in Mainland China antissitzal data from Internet

users in Great China Region, including China, Taiaad Hong Kong.

Chapter 3 is an extensive literature review. Thigpter contains a literature review,
discussion of the issues under culture influenak ssrmmaries of major research in
e-commerce. This chapter discusses the growingtitee on trust and security issues

in e-commerce and some published empirical stuatiesessing culture difference of
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consumer behaviour in e-commerce.

Chapter 4, Research methodology presents the obsdatail method of this study,
including the approach, the survey instrument pite study, data collection methods,
and limitations to validity and reliability. It alsdescribes the development of

measures and explains the decision on sample size.

Chapter 5 describes the data collected for thidyséund reports the data statistically
analysis. This chapter involved descriptive statdt analysis utilizing. The
descriptive analysis discovered respondents’ prederesponses to state proposition

with each question.

Chapter 6 describes how the data were analysed dsulisses the practical
implementation for the survey result. It gives tlesults of the hypotheses tested

along with the statement on the validity and religbof the measurement.

While the last Chapter summarises the major fingliofythe study conclusions and
recommendations for further research, also anéssthe limitations of the research.
An overview of main findings is presented and dbations of this study are

highlighted in this chapter.

The next chapter focuses on Internet developmemtd@mographic background in
Great China Region (Mainland China, Hong-Kong SARJ Taiwan) to see how the

e-commerce develops in different regions.
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CHAPTER 2

E-COMMERCE DEVELOPMENT IN GREAT CHINA REGION

2.1 Introduction

After China’s accession to the World Trade Orgaiosa(WTO), Cyber markets
opened to foreign investment. The number of Inteusers in mainland China has
been steadily growing and this growth has provitdhedimpetus and the opportunities
for global and regional e-commerce. Thus, undedstan the e-commerce
background and development in mainland China isrggd. This study will
investigate the influence of the national cultwtadracteristics on the implementation
of e-commerce in the Greater China Region, whiciuoes three Chinese ethnic
majority political entities, China, Hong-Kong SARn)d Taiwan. These three regions

were all influenced by Chinese culture historically

Furthermore, in spite of great similarities in thethnic composition, the political
systems in three regions have been influenced figrelnt historical paths in modern
times. While China’s democracy was overturned by @ommunist Party in 1949
after the defeat of the Nationalist Party, Taiwatdmes a full democracy after
several presidential elections. While Hong-Kong waded as a British colony, it was
handed over to China in 1997 and became a spebi@hastrative region. As a result,
these three regions present fascinating casesdg kow politics has interacted with
cultural characteristics in the making of Intermegulatory policies in the Greater

China Region (Access Asia, 2001).
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This chapter provides the literature for the e-caroa development in Great China

Region.

Figure 2.1: Map of Great China Region
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Source: Hong Kong in Figures, 2008. Census ands8tat Department, Hong Kong. Available from:

http://www.censtatd.gov.hk [Access 15 March 2008].
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2.2 People’s Republic of China

The People’s Republic of China (PRC) is the thaayést country in the world with

wide geographic area worth 9.6 million km2 (Gov.@907). The country has 34
provincial-level administrative areas, which indhgl 23 provinces, five autonomous
regions, four municipalities and two special adsiitive regions, and has the world’s
largest population, 1.3 billion in 2006, 58.2% diiah are rural residents (China.org,

2007).

China’s 1949 planned economy was replaced in 1978 socialist market economic
system. China is now one of the world’s major ecoiecentities, with a high growth
rate (China.org, 2007). In the first quarter of 20China’s GDP was 6,149.1 billion
RMB (US $900 billion), 10.6 percent higher than grevious year (National Bureau
of Statistics of China, 2008). In the last year,ewlglobal faced the difficulty of
financial crisis, China achieved over 9 percent G@Bwth, the fastest growing

economy in the world.

2.21 E-Commerce Development in People’s Republic Ghina

The adoption of economic reforms and an “open d@aiicy in China resulted in
substantial economic growth within the Chinese patpan of 1.3 billion. China has
been rapidly building up its IT and telecommunicas infrastructure for e-commerce
applications since the late 1980s (Gunasekatal, 2004; Mueller & Tan, 1997).
The concept of e-commerce emerged in China in 1888n the foreign businesses

in China started to use EDI to simplify trading @geeses (CNNIC, 2002). Soon
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Chinese businesses began to adopt this new tegyolwhich subsequently

developed in four stages (CNNIC, 2002):

e Initiation (1993-1995);
e Contagion (1995-2000);
e Cooling (2000-2004),

e Permeation (2004~now)

In 1994, the country’s first network (the Nation@bmputing and Networking
Facility of China) was established, and connectedhée global Internet through a
joint project with the China Academy of Scienceingbua University, and Peking
University (Guo & Chen, 2005). The Ministry of Teénd Economic Cooperation
established the China International Electronic Cam@ Center in 1996 to research
and promote digital business (CNNIC, 2007). Intedmesed eCommerce was
launched in China in 1997, and grew suddenly ileaping’ pattern in the Contagion
Phase, then slowly after the collapse of the dat-dmbble in 2000 (the Cooling
Phase) (Guo & Chen, 2005; CNNIC, 2007). During tRermeation” Phase, the
total number of Internet users in China had growr94 million in 2004, which
making China the second largest Internet user mankie world. The adoption of
the Internet is largely concentrated within the tanst developed provinces and
autonomous municipalities, mostly along the Eaststosuch as Shanghai and

Guangzhou (Guo & Chen, 2005; Yu, 2006).

The development of e-commerce in China was tenttingpvernment oriented. The
direct intervention of the central government ispartant in order to promote

technological innovation (Seyal, et al., 2004), ihee Internet. Enabling government
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policies, such as trade and telecommunicationsdilzation, are likely to have the
biggest impact on the adoption of e-commerce. Gowent policies make Internet
access more affordable, as well as increase peessaor businesses to adopt
e-commerce to compete (Gibbs, et al., 2003). Thedsk government is providing
guidance on policymaking, financial investment, rastructure development,
education, human resources development, marketsftnaming and service
improvement (Wang, 2001). Polices, laws and regpriat for the governing of
telecom, Internet services, electronic informatiom other service areas that provide
the technical platform for e-commerce were enacgecently (Guo, 2001). The
Ministry of Labour and Social Security introducdtk tProfessional Standards for
e-commerce Specialists and the Regulation on Naltlooensing Procedure in 2001 to
ensure the qualification of e-commerce speciali$tsan, 2005). In 2005, the State
Council issued the first national guideline dealisgecifically with e-commerce
development, some opinions on speeding up the dgwant of e-commerce, in which

the Government decided to take measures in sis §fdamusi, 2005):

1. Legal environment,

2. Supporting industries,
3. Enterprise information,
4. Technical support,

5. Education and

6. International cooperation.

However, considerable tension exists between priogptte Internet and restricting its
use. The Chinese Government controls, censors andors all aspects of the Internet,

and the international gateway, which connects Ctarthe World Wide Web. This was
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done in order to restrict access to politicallyrhad information and to guard national

security safely (Mukti, 2000).

In summary, the increasing number of Internet userd government guidelines
promoting adoption of Internet technology in companis facilitating the
development of e-commerce in China. However, gawemt oriented control and
restrictions, and lacking of legal regulation, tire sources of considerable tension and

may impede its further development.

The growing popularity of the telephone, the insireg number of internet users, and
the extensive competition in the telecommunicatratustry are all prerequisites for
e-commerce development. But they do not indicageetttensive of expansion of the
same pace in e-commerce. There are multiple fadt@s contribute to the slow
development of e-commerce in China. As noted by &udhen (2005), the focus of
e-commerce will be different in China than it isHarope and America because of the
difference in traditional business models, conwerdl consumer behaviours and

consumer expectations.

There were 0.67 million websites in China in 20B0.7% were company or
enterprise websites (CNNIC, 2007). Most websitesvigie sections “About the
Company (85.3%)” and “Products (81.9%)” (CNNIQO07). For other information,
56.6% have “Events”, 40.0% have “Contact Us"6.3% have “Product Search”,
18.6% have “Online Query” and 12.7% have “Viriludommunity” (CNNIC, 2007).

Just over half (50.9%) of company websites haverdine database (CNNIC, 2007).
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The potential of e-commerce to bring new market€hinese companies, improve
market information and transparency of pricing, @mthance distribution of goods

and services is widely acknowledged.

Many organisations in China are using the Intetoetccess and retrieve information,
disseminate knowledge, and provide online serviocesnprove the organisation’s
efficiency, effectiveness and productivity. Thegodtal of e-commerce is to bring the
new markets to Chinese companies, including expan$or existing products,
improve market information and transparency ofipggecost reduction and enhance

distribution of goods and services is widely ackiemged (Tan & Wu, 2004).

Findings in CNNIC surveys have significant implicats for companies that are
considering conducting B2C e-commerce in China. BRE market is not likely to

gain a dramatic rise in the next few years basedthen CNNIC surveys. The

traditional retail model will still dominate the meumer market in China. However,
as the number of Internet user increases, compaaiedeverage Internet resources
with its traditional businesses. Out of 17,833 in& users surveyed in June 2004,
37.8 per cent reported they had some purchasingriexgge over the last 12 months

compared to only 9.79 per cent in a similar sunne3000.

China has been rapidly building up its IT and tetamunications infrastructure for
e-commerce applications since the late 1980s (&kiaaan, et al 2004; Karakaya,
2001). Internet primarily used as a tool to reaahto foreign companies and as a
means for conducting business-to-business (B2Bpusiness-to-consumer (B2C)
e-commerce. Businesses and consumers are usirigténeet to a large extent for

e-mail, search machine, advertisements, homepagdsctronic trade fair
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advertisement, and business document exchangeamumndnt transmittal (Trappey

& Trappey, 2001).

In 1997, the former Information Office of the St&euncil appointed China Internet
Network Information Centre (CNNIC) to collect infoation on the Chinese Internet
market in order to help government and commeraigrprises with their decision

making. CNNIC is a non-profit organisation undeg #inistry of China Information

Industry. The information included the number ofshcomputers, Internet users,
distribution of users, information traffic and thegistration of domain names. The
first survey was undertaken in October 1997. Aftex first survey was completed,
the surveys began to be conducted twice a yeaty daauary and July. Those survey
reports have been regarded as the leading authamithina’s Internet statistics

(CNNIC, 2007).

CNNIC semi-annual survey reports collect a sigatficamount of information about
the Internet development in China. The survey rispprovide valuable information
on the overall Internet development in China, idolg regional distribution, Internet
users’ behaviour, preference, and their opinionsirdarnet services and existing
e-commerce services (CNNIC, 2007). Understandireg ahswers to those survey
questions is very helpful for businesses that amsidering exploring e-commerce

market in China.

After years of development of China’'s online shogpmarket, there has been a
drastic increase in the number of online shoppireb wites in China. Statistics
released by the PRC Ministry of Information Teclugyl indicate that the number of

retail web sites in 2001 totalled 2,046 and reach@d9 by 2004. Retail web sites
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accounted for 49.5 per cent of China’s e-commanc2004 with transaction volume
of online shopping estimated at 4.2 billion RMB. BY05, the transaction turnover of
online shopping amounted to 5.6 billion RMB, a 38 pent increase. With China’s
online shopping environment maturing and offeringpiioved levels of service, it is

predicted that the volume could reach 46 billionB&Rby 2010 (CNNIC, 2007).

2.22 Internet User in China

Based on the survey in 2007, the population ofrh@ieusers has increased rapidly in
China. China has an Internet user population aih@Bons. China’s infrastructure for
e-commerce diffusion is characterised by ‘dispasitiamong geographic areas,
demographics, industrial fields, and firm size (AQRN2007). Large cities and
economically advanced coastal provinces enjoy mhatter infrastructure. Certain
industries including banking and insurance are rmfdion intensive and better
positioned to adopt any information-related adigt Large enterprises have bigger IT
budgets and better-trained staffs than small andiunesized enterprises (CNNIC,
2007). Internet and e-commerce are better adoptexh@ younger generations with
higher education. The infrastructure disparity ketmle-commerce diffusion disparity
in China. Current e-commerce activities in China aoncentrated in large cities,
coastal provinces, certain industries, large entap, and among well-educated young

people (Zhu, 2003).

Based on the survey in June 2009(CNNIC, 2009)ptpilation of Internet users has
increased rapidly in China from 2005 (Fig. 2.2)ir@hhas an Internet user population

of 137 millions in 2007 and there was estimateddganore than 140 million at end of
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2008. By 2009, the number of Chinese Internet usadsreached to 338 million. The
number of Internet users increased by 40 milliompgared with late 2008, which
increase 13.4% within six months (CNNIC, 2009).tAe number of China Internet
users has exploded, this upward trend has cre&t@egnhdous business opportunities in

China. However, studies related to e-commerce in&Lare very limited.

Figure 2.2 Statistical survey on the Internet depelent in ChinaBlue Bar:Internet

user populationRed Line:Internet use ratio (CNNIC, 2009)
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Source: China Internet Network Information Cen@009. Statistical survey report on the Internet

Development in China. Available from: http://wwwrga.net [Access 17 Nov 2009].

Internet users in China can be penalised for brogvgiformation that government
claims to be harmful to public security. Chines&#eggoment can examine individual
users’ activity in the name of public security (Wjari999). The lack of respect for

individual freedom and decision not only refledte political system in China, but,
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more deeply, it may reflect the national culturbbh@cteristics of Chinese society

where collective benefits are placed more emphhaisindividual freedom of choice.

Broadband connection is the most widely used cdiorealthough other connection
types have gained significant usage over the pastylears. Near half of the Internet
users use broadband connection, 33% user stillgudial-up connection and
approximately 19% use leased lines (CNNIC, 2006)n@are with the result in 2002
which only 6.6 million users use broadband conwectithe number of using
broadband connection has increased more thannes tince then. The number of

broadband users had reached 320 million in 2009NICIN2009).

The distribution of internet users is uneven. Adaag to CNNIC report in 2006, the

northern, eastern southern regions of China coritaeénmajor Internet users and
Internet resources. The Internet users from these tareas account for over 70% of
the total Internet users. The distribution pattetly reflects the uneven economic
development in China, for example Beijing and Slangre the richest in the north

and east regions from the whole country.

Findings in CNNIC surveys have significant implicats for companies that are
considering conducting B2C e-commerce in China. BRE market is not likely to
gain a dramatic rise in the next few years basedthen CNNIC surveys. The
traditional retail model will still dominate the msumer market in China. However, as
the number of Internet user increases, companietegarage Internet resources with

its traditional businesses.

The largest impact of business-to-business e-cogemierlikely to be on small and
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medium-sized enterprises (SMESs), because many largmesses already have EDI
(Electronic Data Interchange) systems in place. &beessibility of the Internet
makes electronic commerce a realistic possibibtySMEs and is likely to lead to its

widespread diffusion (Ministry of Information Indug 2004).

Many Chinese firms fall behind in conducting actetommerce transactions,
mostly because barriers in business, legal anduralltperspectives fail to
accommodate the technology progress (Littler anthiMbiou, 2006). The lack of the
solid historic foundation of deploying and utiligimternal information systems and
the poor integration of business process with mgtion systems may slow down
technology progress (Yolles, et al., 2006). There many other non-technical
barriers to e-commerce diffusion in China. The ngghificant barriers include the
lack of security, lack of a system to monitor andugntee buyer and seller credibility,
and an inefficient delivery system (Furnell & Kamiel999). In addition, there is not
a sophisticated legal framework to facilitate e-ooence activities and to protect the

interests of both vendors and consumers (Gunasek&rsagi, 2005).

Chine needs to do a lot to have a basic platforranidrace e-commerce. China is
currently rapidly developing the infrastructure essary for e-commerce. China's
transition from a plan-based economy to a more gtatkven one designates the
country as an emerging market in the global econosygstem, one that requires
keeping pace with digital advances. Government prigate efforts are working

toward overcoming the lack of infrastructure. Thesibess-to-business market is
expected to expand once a number of telecommuaitainfrastructure issues are

resolved (Mueller & Tan, 1997; Yu, 2006).
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The Chinese government has begun to see the vdlue-commerce and has
established several sites itself such as The Mynaft Foreign Trade and Economic
Co-operation’'s (MOFTEC) China products site at @nhiarket.com. MOFTEC run’s
China International Electronic Commerce Centre @Iz CIECC was created in
February 1996 to research, promote and operateaShimternational e-commerce

(Access Asia, 2001)

There are now a growing number of E-commerce ptojexluding the People’s
Bank of China (PBoC) and its E-mall project, anlioe- electronic retailing mall
which has advanced security to protect consumeeditccard numbers and uses a

secure electronic transaction (SET) system.

To improve e-commerce in China, business and emgerwill need to solve out the
basic problem that they used to have, such asdabksic automation in place, poor
management skill, and lack of e-commerce integnati€ffective strategies towards
the adoption of e-commerce need to be based or@ gaderstanding of the costs
and benefits of using new IT technologies. Develg@mnd implementing appropriate
e-commerce strategies will be important for maimitaj competitiveness ( Daniel &

Wilson, 2002; Yu, 2006).

A healthy e-commerce infrastructure should be stpdo both by advanced
technologies and by a friendly business, legal antliral environment. On the other
hand, the impressive annual growth rates of B2BB2(d transactions in recent years,
as well as the positive forecasts, are pointinipéofact that China is making progress

and gradually working on its business, legal andtucal barriers while keep
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upgrading its technology infrastructure (SalmanQ£0Gao and Koufaris, 2006). It

remains to be seen how fast these barriers couddldeated or even removed.

Government policies regarding e-commerce diffusgimould be geared toward
passing various laws and regulations to creategal land safe environment for
businesses and consumers. The government couldhalpo possibly through its
state-owned enterprises, to build up financial,tifbeasting, security, and even

delivery systems to serve e-commerce transactions.

A recent survey conducted by CNNIC found that oBly per cent of the Chinese
respondents were very satisfied with the onlingpphg experience (CNNIC, 2007).
Dissatisfaction usually leads to lost customersiandme. Compared with American
customers, Chinese customers have several chasticgertheir perception of safety is
lower; they undertake higher purchasing risks bseaof fake goods and false
advertising; the buyer sometimes is not the consutiney are more sensitive to price;
they are more cautious in making purchase deci@ion 2005f. Only 82.4% of
Chinese Internet users installed security softveaid 195 million Internet users were
attacked by viruses and Trojan horses online wiimnmonths, and the accounts or
passwords of 110 million were stolen (CNNIC, 200%herefore, a fundamental
understanding of the factors affecting Chinesenenshopping customers’ degree of

satisfaction is of great importance to e-commerce.

% Detail of culture influence will discuss in Chaplehree.
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2.3 The Internet Economy in Taiwan

In recent years, many Taiwan and Hong Kong firmghaeen undergoing profound
transformations in the pursuit of reducing costsl amoviding better services to
customers. The increasingly internationalisation ppbducts and companies has
created the need for cross-border inter-organisakicelationships that rely on B2B

ecommerce systems. (Trappey & Trappey, 2001; KlBl., 2006; Peng, 2007).

Taiwan's total land area is only about 36,000 sgudometres and it lies off the
south-eastern coast of the mainland Asia, acrossT#iwan Strait from Mainland
China. Taiwan population was 22.8 million in 2006presenting an increase of

3.01% (106,144) over previous year (DGBAS, 2007).

Taiwan has a dynamic capitalist economy with grégudecreasing guidance of
investment and foreign trade by the authoritiekdaping with this trend, some large,
state-owned banks and industrial firms are beingapsed. Exports have provided
the primary impetus for industrialisation (Taiwaet,n2008). The island runs a large
trade surplus, and its foreign reserves are amdreg viorld's largest. Despite
restrictions on cross-strait links, China has aerh the US to become Taiwan's
largest export market and its second-largest soofdémports after Japan. China is
also the island's number one destination for forelgect investment. Strong trade
performance in 2007 pushed Taiwan's GDP growth rabmve 5%, and

unemployment is below 4% (Taiwan.net, 2008).
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Figure 2.3: Map of Taiwan
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Source: Geographic area in Taiwan, 2008. TranspamtaDepartment, Taiwan. Available from:

http://www.tbroc.gov.tw [Access 15 March 2008].

As a New Industrializing Economy (NIE), Taiwan isigue among Asia-Pacific
countries. Both Taiwan’s GDP and GDP per capitssduated in the middle of the 21
members of the Asia-Pacific Economic CooperatioREL, 2005), below the US and
Hong Kong, and above China. In 2001 Taiwan's Glabampetitiveness Ranking
(GCR) was 21st and its Network Readiness Index N&bking was 15th (WEF,
2001); these rankings are commensurate with Tagvatonomic performance
amongst APEC countries. Taiwan produced US$ 22nilion worth of IT hardware
in 2000, ranking it fourth in the world, just betlithe US, Japan, and Singapore
(Chen, 2003). However, Taiwan spent only 1.47%GDP on IT products in 2000,
below the average of APEC countries. IT applicatide.g., websites, Intranets,

electronic data interchange, call centres, andtreleic funds transfer) used by the
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manufacturing industry in Taiwan were below thebgloaverage (Chen, 2003).
Despite a well-developed information infrastructuaed export-driven economy,
Taiwan’s e-commerce sales comprised less than 1% GDP in 2000 (Gibbs et al.,

2003).

According to United Nations Conference on Trade &mlelopment (UNCTAD)
E-commerce and Development Report in 2004, whimemic levels and adoption
of information and communication technology (ICTave a positive correlation,
countries with similar levels of GDP have very €ifint levels of adoption of ICT,
and vice versa (Tsao et al., 2004). Given the edidtory macro-statistical facts
between Taiwan’s economic performance and IT agpdin use, it is interesting to
understand what drives B2B e-commerce adoption bmpanies in different

industries in such an emerging economy.

Taiwan is one of Asia’s most open and developecri@t communities. The
development results in part from private sectorestment and government
promotion of Taiwan as a regional operations ce(R@C). Industry is supplying
technology, locally developed computer hardware, personnel to Internet strategic
initiatives. The government, on the other hangyreviding the right environment to
foster growth. A steering committee was formed 994 (Deng and Tseng, 1996) to
integrate businesses, government services, am@itctivities via the Internet. The
legal foundation for Internet economy and e-busineslso well established with the
passage of the Telecommunications Act, the IntelsdcProperty Rights Law, the
Cable TV Act, the Satellite Broadcasting and Tedmrn Act, the Copyright Act, the
Open Information Act, the Administrative Procesd,Amd associated criminal laws

(Chen, 1997). The objective of the legal foundatisrto create a fair, open and
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internationally compliant trade and communicatiossvironment with reduced

central government control.

As a result of the government’s promotion effottse number of Internet users
reached four million in mid-1999. The Internet cmmit for consumers blossomed
when cable television operators, radio stations, ttecommunications companies
were allowed to participate in the planning of theernet and to provide value-added

services (IT IS, 1999).

Taiwan’s Internet plays an important role in edigzatind public welfare, with recent
additions being lifelong learning on-line and netkvbased medical care systems.
Government agencies, cities, businesses, tradeiassns, schools and colleges are
developing Web sites and virtual organisations (CH&®97). The emerging virtual
organisations are reminiscent of the interlinkestributed industrial structure created

during the days of the 1980s “economic miracle”.

Taiwan’s B2C e-business is undergoing a naturaisaetion from mail catalogue
ordering and TV shopping to e-commerce. Well ovérndillion credit cards have
been issued and more than 10 million cards aréreulation for a population of 22
million people (Taiwan Chain Store Almanac, 1999)ese cardholders are accessing
the Internet and quickly accept on-line retailirsgaaviable alternative to “brick and

mortar” stores.

Taiwan’s e-commerce strength is largely due to gtevsector efforts to make
companies locally and globally competitive. The koubf the e-commerce

development is occurring in the high-tech sectoomgncompanies linked to Japanese,
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European and American technology firms. The teagolcompanies either mandate
e-commerce solutions and local companies adaptdhtion or the local companies
see the competition adapt the technology and tiseee rush to keep up (MOEA,

2005).

The shortage of existing e-commerce solutions fadrith to model new systems is a
serious concern among Taiwan companies. Since wiafgiwan’s firms are global
enterprises, the redesign of systems includesnatienal business processes and
different languages. Without knowing how much thestbsolution will cost or look
like, managers are taking great financial risks lenpgenting e-commerce in their

companies (Trappey & Trappey, 2001).

In 2007, the number of general Internet users iwda had reached 14.76 million,
which increase 5% (240,000 users) compare to 26080, 2008). The Internet

penetration rate among male users was 64.8% ahdrtiang female users was 64%;
it was estimated that 7.5 million male and 7.2 ionll female users had used the
Internet. In terms of the age groups, those betviéeand 19 years of age continued

to have the highest percentage of Internet usag@%t

According to the Taiwanese household survey resuiglucted by FIND in 2007,

79% of households users owned personal computE¥s,of households were able to
access to the Internet, 69% of households usetshreadband connection and 96%
of online households were using broadband connextiBroadband penetration in

Taiwan is 16.87% and ranks Number five in the w¢@tuang, 2005).

43



The FIND survey results indicated that 79.4% of tloeiseholds had computers; it
was estimated that in 2007, 5.92 million househatdsTaiwan had computers,
representing a year-on-year growth of 2.1%. Thiswad that the growth of

household computer penetration rates in Taiwangnadually slowed.

On a regional basis, 89.5% households in Taipgi &t computers, the highest ratio
of all areas, followed by Kaohsiung City (81.7%)daNorthern Taiwan (81.5%).
Compared with the 2006 survey data, household cenpenetration rates were not

changed in most areas of Taiwan.

71.3% of households had accessed to the Internehwias 5.32 million. Compared
with the data in 2006, the annual growth rate waly 4.3%. In terms of Internet
access methods, ADSL remained the dominant tecndior household Internet
connection in Taiwan. 78.8% of online householdsewesing ADSL connection. The
next popular methods of Internet connection weldecanodem (5.4%) and optical
fiber (2.5%). Households with other types of Inttraccess method accounted for

less than 2%.

According to FIND (Focus on Internet News and Datajvey in 2007, 68.7% of
households in Taiwan used broadband Internet an@st estimated that there were
5.12 million households with broadband Internetessc Compared with the 2006
data, the annual growth rate was 12.3%. Taipei Bi@y6%), Kaohsiung City (72.2%)
and Northern Taiwan (71.0%) had the highest hodddir@adband penetration rates
while Eastern Taiwan (57.4%) and the Kinmen andsMaegion (58.8%) had lower
penetration rates. Compared with the 2006 datatr@lefaiwan (9.6%), Kaohsiung

City (8.9%), Eastern Taiwan (8.6%) and the Kinmend Matsu region (7.5%) had
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higher annual increase in terms of household braadlipenetration.
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2.4 Hong Kong

Hong Kong is situated at the south-eastern tighefrhainland of China, with a total

area of about 1,104 square kilometres covering H¢myg Island, Kowloon and the

New Territories and Islands (CSD,2008).

Figure 2.4: Map of Hong Kong

2 g k
X A, F i .
— Shenzhen Shi . A alp =, i
N - i i
i ¥ W 7 g "-"J-”‘
: — iy e
> { S
\ s oy d -
iy = &)
¥ e L o e g
N LG D
. [k
- e - et
I - )”\ . \'\:::'._:)f .EI_"I fll‘l f- b ] ;
‘1')’ \'\ F. SEne) h El::i .t:Z’
Faar | § g ./_"\_‘g,
& lii_ W o
- r.
) HNaw Tarmtories \{ [l E ‘fn.\_
5 i b~ and islands __/9 .I:I-H 515"?'{-":“‘-' '_.j
.,_M-" n il - J‘:"\. ;; il
= 3 4
L -{?‘:’"‘n
r --{’J- ..lll
b Arf
== - k
:I" ' o A
g b
f-_u-\._":l-_p:/" - F'?-. —_—
P ¥, b
Pt ol .
-__:}__ -:,__ & :};:")
[ - [ A
Sl o
i
% . ‘:'__,.n.-"- i
L | 7 1'_.\
rigd a &7
Bon, '
-
=,
0 00 Copryrigi resersed - mproducion by permasson ondy
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http://www.censtatd.gov.hk [Access 21 May 2008].

According to the statistics released by the Cemsusb Statistics Department (CSD,
2008), the Hong Kong Population was 6.9 millionearly 2008, representing an
increase of 0.9% (59,300) over 2007.Hong Kong’s G@PE 1,612 billion HK$ (US $

210 billion) in 2007, 9.5% higher than the previgesr (CSD, 2008).
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Hong Kong is a world financial centre and a hubifbernational trade. Regarded as
Asia’s most sophisticated consumer market, the Hoogg Special Administration
Region (SAR) maintains a trend-setting wholesak ratail infrastructure. There are
about one million Internet users, with a per capgage rate about two percentage
points less than Taiwan (Lemos, 1998). There isatura Internet service industry
with about 100 Internet service providers (ISPs} timve businesses to extend their
reach and provide new and innovative services. Asegample, Hong Kong’s
electronic data interchange (EDI) initiative is imping banking, import/export trade,
and stock trading by boosting transaction speed landhaking transactions more
transparent. Smart card technology (a credit catld @nmbedded integrated circuit) is
automating the way consumers do business withleetaand service providers
(Mailoux, 1998). Hong Kong is a popular site fostteg innovative products like the
electronic purse that attracted 300,000 users guthre first few months of
introduction. Multi-function smart cards (mobile gtes that provide an automatic
teller function and can reload electronic purses] boyalty club cards (cards that
allow consumers to redeem bonus points accruedghrpurchases) have entered the

marketplace with similar positive signs of consumeceptance (Chan, 1998).

Hong Kong has a unique role in the region as aetdat international commerce and
free trade. Although Hong Kong's Special Administra Region lacks a strong
manufacturing infrastructure, it serves as thewayeto China’s consumer markets
and manufacturing operations (Gunasekaran & Na@@52 The development in
e-business in Hong Kong is essential to its banlseryices and logistics support
operations. By working closely with China’s emeggienterprises, Hong Kong has

the opportunity to establish itself as the “cybetegvay” of China (China Online,
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1999).

In Hong Kong, e-commerce has been growing quickth & number of listed Hong
Kong companies expanding their involvement in eqcmrce. Also, Hong Kong is
highly favoured by foreign companies to conductoeymerce due to her free port
status and freedom in foreign exchange controliaftdimation technology activities

(Law & Lam, 2001).

According to Hong-Kong Bureau of Statistics in 20pdrsonal computer penetration
rate is 71.1%, while household Internet penetrataia is 64.9%. About 21% of the
total population in Hong-Kong (1.46 million) is ungi broadband services
(Information Services Department, 2005). Broadbsewice also penetrates 60% of
the residential households (Information Servicegpddenent, 2005). Hong-Kong
(69.9%) has higher Internet penetration rate comparChina (7.3%) and Taiwan

(53.5%) (Internet World Statistics, 2005).
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2.5 Summary

This chapter has discussed Internet environmentdavelopment in Great China
Region. The review of the Internet environmentréitare reveals several interesting
findings regarding the increasing number of Intewners in China. First, there is a
conflict between e-commerce security and Interrsetr @rowth. Second, the lack of
legal regulation for consumer, and is heavily iafitaed by government control. Third,
the regulation for e-commerce are generally vaghes online vendors have to
formulate their own policies, design their own ageaments for protection and decide
the pace of e-commerce implementation. This givesemers limit option and less

intention to shop online.

Although Internet users from China, Taiwan and H&wogg share a similar Chinese
culture, differences in social system, lifestylal aocio-economic status may create
different needs and behaviours, especially in #pedty changing area of e-commerce.
These differences across China, Taiwan and HongyKoay influence the view of

security issues and online trust formation in e-cw@rce.
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CHAPTER 3

LITERATURE REVIEW

3.1 Introduction

This chapter provides an overview of the literatanel theoretical backgrounds for
this study. The structure of this chapter is pre=gms follows. Section 3.2 defines
and reviews the recent literature on e-commercearel. Section 3.3 reviews the
growing literature of Internet security issues.ti®ec3.4 discusses the importance of
online trust. This section includes the definitiohtrust and general trust issues in
e-commerce. As culture is an important factor innyatudy of e-commerce

development Sections 3.5 and 3.6 discuss the aultofluence and the Chinese
cultural influence. Section 3.7 focuses on othetdis affecting the development of
e-commerce, such as purchasing behaviour and camsattitude. Section 3.8 the

proposed research model present the structureifthisis, including a proposed

framework. Finally, section 3.9 summarises the eonhof this chapter.
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3.2 E-commerce

The Internet is a unique forum for conducting bass Online shopping has been
growing phenomenon all over the world, especiallmoag countries with

well-developed infrastructure for marketing actastover the Internet.

As for this study, the author adopts the definitioh e-commerce defined by
Schneider and Perry (2001) as “the use of eleatrdaia transmission to implement
or enhance business processes”(p.10). The ternmémssprocesses” was specifically
described as “the activities in which businessagaga as they accomplish specific
elements of commerce” (Schneider and Perry, 2003). felectronic commerce is the
manner of doing business where the seller and dlgerldo not physically meet, and
where the deal is communicated and conducted wtaigetypes of electronic
communication devices. There are a number of e-cencendefinitions purposed by
both academics and practitioners (Jarvenpaa anciisky, 1999; Hoffmaret al,
1999; Teo and Liu, 2007). To most people, the teraommerce simply implies
shopping on the Internet. To others, e-commercerapasses not only the buying
and selling of goods, but also various processeh @s advertising and brand
building, delivery of information and products oerg@ces, providing customer
service before and after the sale, collaboratiriy Wusiness partners, and enhancing
productivity within organisations, to support theafjof buying and selling (Daniel
and Myers, 2000; Applegatt al, 1996; Timmer, 1998; Zwass, 1996). Applegatte
al. (1996) summed these e-commerce-related procassasvide range of activities

up and down the value-added chain both within artdide the organisation.

According to the communication devised used, threctebnic Commerce Branch of
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the United Nations Conference on Trade and DevetoprfUNCTAD, 2000) defines
e-commerce into two ways. Narrowly, e-commerce ascommercial transaction
whereby the order for a good or service is madagusbme forms of the Internet
based communication’. ‘The broad definition incladde use of the Internet and
non-Internet communication system, such as telephaondering, interactive
television and electronic messaging’. The deliveng payment may be performed

either online or off-line in the physical world.

According to Schneider and Perry (2003), specifements of commerce on the
seller’s side include identifying customers’ needsgating products or services,
promoting products or services to customers, emgagn transaction processes,
delivering products or services, processing paymamid providing after-sales
services (Table 3.1). Schneider and Perry (2008)tlaat not all of these elements or
activities of commerce benefit or can be accompliséffectively by using electronic
commerce technologies. Some activities of commerse traditional commerce
activities more effectively. This depends on theent state of available technologies

and the way business organisations are structured.

For the purpose of this research, e-commerce ssified according to business focus
and business format. According to the relationdiepnveen the transaction parties,
e-commerce can be categorised as B2B, B2C and stands for

business-to-business, while B2C stands for busittesastomer and C2C for

consumer-to-consumer.
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Table 3.1: Element of Traditional Commerce

On Seller’s side

On Buyer’s side

Conduct market research to identify

customer needs

Create product or service that will me

customers’ needs

Identify specific need

Advertise and promote product or

service

Search for products and services that

will satisfy the specific need

Select a vendor

Negotiate a sale transaction,
including:
* Delivery logistics

* Inspection, testing, and acceptance

Negotiate a purchase transaction,
including:
* Delivery logistics

* Inspection, testing, and acceptance

Ship goods and invoice customer

Receive and process customer

payments

Make payment

Provide after-sale support,
maintenance,

and warranty services

Perform regular maintenance and mak

warranty claims

e

Source: Schneider, G. P. & Perry, J. T. (20&%ctronic Commercénd Edition.): Course Technology,

pp6;8
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As for a business focus, the type of buyer (endocnsrs or business customers) is
used to identify a type of business focus (Turbiaal.e 1999). If a buyer is an end
consumer, it is called business-to-consumer (B2Cdremerce (Applegate et al.,
1996; Riggins and Rhee, 1998; Plant, 2000; Fruhdindg Digman, 2002; Afuah and
Tucci, 2001; Kimet al, 2008). Examples of B2C model is Amazon.com. When
buyer is an organisation or a business customisrcdlled business-to-business (B2B)
e-commerce (Applegatet al, 1996; Riggins and Rhee, 1998; Plant, 2000; krghl
and Digman, 2002; Trepper, 2000; Afuah and Tuda®12 Taret al, 2007). The B2B
model takes a variety of forms. There are basic B&Brefronts and B2B
e-marketplaces, or web-based platforms that bringtipre buyers and sellers
together in a virtual marketplace (Napetral, 2001; Taret al, 2007). Alan Amling,
director of electronic commerce for UPS, descrilsetne of the key difference

between B2B and B2C as follow (Wan, 2002):

® B2B purchase quantities are larger.

® B2B payment method is typically by purchase oraérile B2C is by credit
card.

® Negotiations are more common in B2B and reportiegds are more advanced.

® Relationships are much more important in a B2B remvnent.

® Switching costs are typically higher in B2B.

Example of B2B includes Dell.com. Even though @elin also sells its products and
services to consumers (B2C), its main transactialueris created from business
customers. To determine a business focus of ameresce company, this study
looks at the main source of its sale revenuedslinain sale revenue comes from

end-customers/consumers, it will be considered B2@ ecommerce. If its main sale
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revenue comes from business customers, it willdmsidered as a B2B ecommerce.

Electronic commerce, especially Internet basedmerserce, is widely believed to be
an important force in international business canbeocdecoupled from geography and

culture specific issues.

The Internet is a unique forum for conducting bass It can remarkably facilitate
business transaction, but can also introduce wmo&dS into business transaction.
These uncertainties, such as legal effect of elartrcontracts, raise question about
the reliability of e-commerce transactions. In fagtumerous studies and
investigations have unveiled the fact that secuaitg trust plays a critical role in
e-commerce, and the lack of security and trusttlaeemain obstacle thwarting the
development of e-commerce (Jarvenpaa & Tractinsg§9; Yoon, 2002; Hoffmaat
al., 1999; Dayakt al, 1999; Flaviain & Guinaliu, 2006; Kirt al, 2008; Lian and

Lin, 2008).
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3.3 Internet Security

Evidence suggests that the principal reasons wioplpedo not purchase via the
Internet are related to online security and poliejiabilities of companies, and web
site technology (Furnell and Karweni, 1999; Janaagt al, 1999). Since personal
and financial information can be intercepted anédugor fraudulent purposes,
e-commerce involves greater security concerns thaitional commerce; Internet
users need a sense of security when conductingdimatransactions, and it is still
one of the major barriers to e-commerce growth €8ef000; Lee and Turban,

2002).

The following studies investigated the factors &oedsiderations that affect online
shoppers’ purchasing behaviour: Forrester (1999)adered that security issue is one
of the main factors that prohibit consumers fromrcpasing online products.
Similarly, Salkin (1999) and Cockburn and Wilsoi999) in their respective studies,
indicated that a lack of security and network tkality are the two most important
obstacles hindering the advancement of online shgpp survey conducted by the
European Electronic Messaging Association (Liu Andett, 1999) found that more
than 79% of respondents indicated that security tep concern when conducting
electronic commerce activity on the web. Worzatial (2002) had indicated that the
threat of security is one of barrier to e-commegoawth in both the USA and UK

studies.

Online security was defined as a threat that cseateircumstance, condition, or
event with the potential to cause economic hardshigata or network resources in

the form of destruction, disclosures, modificatafrdata, denial of service, and fraud,
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waste and abuse (Kalakota and Whinston, 1997). dluand Karweni (1999)
identified that e-commerce security issues can ifierent with three sides of
e-commerce relationships, including security at theer side, security during
transport of data and security at the merchant. Sitkey also found that Internet
security issue would influence people to buy onlamel more people do not shop

online because of security worries.

Seven members of the Lopht Heavy Industries, arpeddent watchdog group
composed of seven hackers, informed the Senate @taran Governmental Affairs
in 1998, that “it would take only 30 minutes foeth to render the Internet unusable
for the entire nation” (Yasin, 1998). In the USf{i@éls from the General Accounting
Office (GAO) also met with the committee and statieat the GAO has uncovered
serious computer security weaknesses at both tite Bepartment and the Federal
Aviation Administration in the US that could jeodae the operations of both

governmental agencies (Yasin, 1998).

Hawkins et al (2000) report that there are several methodsdcprgvent Internet

security breach, including firewalls, user autheation, data authentication, key
management, digital certificates, intrusion detstystems, virus detection, virtual
private networks and extranets. However, they tieeach Internet security method
had unique features and limitations; it may takenesdime to develop stronger

methods for data security.

While many tactics provide assurance of protectaarelessness can also be a key
factor. As a result, awareness training and edmcahould be used to remind staff

that an Internet security breach could have a prufoeffect on the health of the
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organisation and, hence, their job security (EverE998; Gefen, 2000; Lee and

Turban, 2002).

The belief in structural assurances can lead &i.t@hapiro (1997) defines structural
assurances as structural safeguard such as regslaguarantees, and legal recourse.
Regulations such as contracts, company policiesrdary privacy and security
enable to feel assured about their expectatiortheobther party’s future behaviour

(Sitki, 1995; Laforet and Li, 2005).
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3.4 Online Trust

Lack of trust of online businesses is one of thenmeasons for customers from not
engaging in commercial transactions on the web f(hixi et al, 1999; Lee and
Turban, 2002; Pavlou, 2003). Therefore, the us@&&ings of trust toward an
e-commerce are an important determinant in consiglehis/her intentions to

purchase, and consumer behaviours related to e-eorem

The literature of consumer trust in e-commercedras/n quickly in recent years. A
number of researchers have begun to investigaterdlge of consumer trust in
e-commerce decision making and several models bege developed (Jarvenpaia

al., 2000; Lee & Turban, 2000). In such models tissgenerally seen as a factor,
which can affect a consumer’s willingness to bulge study of consumer trust in
e-commerce had been focus of marketing and consbetaaviour. With increased
familiarity with e-commerce, consumer have raisesterconcern about online trust,

system security and information privacy.

Trust plays a critical role in e-commerce. Trustais important element affecting
consumer behaviour. Generating trust is a complagertain process; it depends in
part on how the parties behave and in part on #ng/’p characteristics. To develop
effective trust, each communicator must be williogsignal to the other that each
chooses to behave in a cooperative manner. Mongadant (1994) defined trust as

one party’s confidence in an exchange partneriabiity and integrity.

Trust is also defined a®fie’s willingness to rely on another’s actions irsituation

involving the risk of opportunismWilliams, 2001. p. 348). Trust is invisible but
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people can feel its presence everywhere in socletplays a role across many
disciplines, including sociology, psychology, ecomes, political science, history,
philosophy, and computer science (Sitkin and Rb#93; Gambetta, 1988; Coleman,

1990; Kipins, 1996; Kim and Tadisina, 2007).

E-commerce is basically driven by the progress @thmology. Nonetheless,
technology is a double-edged sword. On the one ,h#mal Internet can bring
substantial benefits to business such as promefiigjency and expanding markets
(Varadarajan and Yadav, 2002). On the other hamoplpe doing business online have
to face some problems caused by the characteristitise Internet. Openness and
anonymity are the basic characteristics of the rihae Ironically, while these
characteristics are generally accepted as the charinthe Internet, they also
constitute the biggest obstacles to establishinn@ntrust (Rustet al, 2002).
According to Rustet al (2002), anonymity leads to difficultly in identihg
transacting partners, while openness brings sersacsirity challenges to online
transactions. Being a new business environmentyrexerce has encountered a wide
range of legal issues covering almost every aspkthe traditional business field,
such as contract, consumer protection, jurisdi¢tiamation, privacy, payment and
computer crime (Zeitharat al, 2002). When considering the trust issues e-caitene
is facing, the EU Directive in Electronic Commestates, “For electronic commerce
to develop, both consumers and businesses musbrifielent that their transaction
will not be intercepted or modified, that the selied the buyer are who they say they
are, and that transaction mechanism are availédaye@ and secure. Building such
trust and confidence is the prerequisite to winrodvesinesses and consumers to

electronic commerce” (Urbaet al, 2002, p.45).
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Concerns about privacy and trust are among the nmpbrtant factors that
reportedly distinguish buyers from non-buyers aalinA study by Jupiter
Communications finds that 64 percent of online comsrs are unlikely to trust a Web
site, even if the site prominently features a prwpolicy (Pastore, 2000). This study
iIs not alone. The issue of trust is often raisedplactitioners with statements like
“trusting a website is like following a helpful atrger in Morocco who offers to take
you to the best rug store” (New York Times, 19%hally, researchers suggest that
the level of trust consumers are willing to placé\Veb merchants is considered a key
factor for the continued growth of e-commerce (Ba01; Houston, 2001; Jarvenpaa

et al, 2000).

Trust and security are another important factoffuémcing consumers’ attitude
toward online shopping. Online trust is an impartdaterminant for web sites to
succeed in marketplace (McKnight and Chervany, 2@Hlasubramaniaret al,

2003; Grabner-Krauter and Kaluscha, 2003; Koufand Hampton-Sosa, 2004), and
for retaining long-term relationships with consum@Reichheld and Schefter, 2000;

Gefen et al., 2003).

Hoffman et al. (1999) argued that lack of trust is stopping éargimbers of people
from engaging the e-commerce. Lee and Turban (288b)found that lack of trust is
one of the main reasons for not purchasing fronmerghop. Their research explored
the antecedents of consumer trust in Internet shgppy using survey in 405
students in China. The study utilised research medelusively focused on the

antecedents of trust.

Online trust is one of the key obstacles to vendarzeeding on the internet medium;
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a lack of trust is likely to discourage online comers from participating in
e-commerce (Jarvenpaa al, 2000). Online trust in e-commerce is neitherirobef
by the security mechanisms of the online vendoos, solely determined by an
individual’s personal traits (Schneiderman, 20@line trust can be viewed in four
dimensions: trust propensity, general trust of ewt@rce, trust in specific companies,

and trust intentions (McKnigldt al, 2002).

It is important to know whether trust is neededh@ e-commerce. Trust would not be
needed if actions could be undertaken with comptetgainty and no risk and one
who trusts is not in a vulnerable position (Roussetaal., 1998). Trust can be defined
as the basic mechanism used to build and maintaielagionship and fosters a
long-term orientation in marketing relationshipsafigan and Hunt, 1994). Mayet
al. (1995) defined trust aghe willingness of a party to be vulnerable to #utions

of another party based on the expectation thatdtier will perform a particular
action important to the trustor, irrespective oethbility to monitor or control that

other party p. 15)

Since customers who trust are more likely to make aamline purchase, the
importance of trust as a key facilitator of elenitocommerce is increasingly being
recognised in academic and practitioner commun(fdsattacherjee, 2002; Gefen,
2003; Flavian and Guinaliu, 2006). Online trustgenerated through consumers’
positive interactions with an online vendor’s wéte $Jarvenpaat al, 2000). When
consumers feel comfortable interacting with a wib, shey are likely to develop
trust in the web site, and trust becomes the keyegly for dealing with uncertainty
and fear (Hoffmaret al, 1999; Jarvenpagt al, 1999). In these uncertain situations,

consumers’ perceptions of a site’s information aacy ability and willingness to
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perform expected activities, and conformance betvgaging and doing contribute to

trusting the site (Koufaris and Hampton-Sosa, 2004)

Online trust plays a key role in creating satisfeedl expected outcomes in online
transactions (Pavlou, 2003; Yousafesial, 2003; Gefen and Straub, 2004; Wu and
Cheng, 2005; Flavian and Guinaliu, 2006); whersttaxists it increases consumers’
beliefs that e-vendors will not engage in oppostiaibehaviour (Gefeat al, 2003).

Gefenet al (2003) summarise the conceptualisations of frost prior research as:

® A set of distinct beliefs consisting of integrityenevolence, and ability (Giffin,

1967);

® A general belief or trusting intentions that anotparty could be trusted, or “the
willingness of a party to be vulnerable to the @usi of another” (Mayeet al,

1995, p. 712):

® ‘“Feelings of confidence and security in the caniagponse of the other party”

(Rempelet al, 1985, p. 96); and

® A combination of these factors (Gefen, 2000).

Yoon (2002) describes the mechanisms of onlinet tags security assurance,
reputation, web searching, fulfilment (i.e. willimgss to customise), presentation (i.e.
web quality), technology, and interactions (e.glirenforums). These mechanisms

are categorised into three dimensions of onlingttru
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(1) Technical-based: web searching, technologypaiesentation;

(2) Uncertainty of transactions and security: seg@assurance; and

(3) Competency-based: reputation, fulfilment, aménactions.

Trust is a predictor of Internet vendors’ positattitudes toward online shopping in
B2C relationships (Gefeet al, 2003). Gefen’s study (2002) also stated that tisia

critical factor influencing the successful prold&on of e-commerce. Garbarino and
Johnson (1999) stated that trust can increase owr&iconfidence and reduce the

perceived risk of using e-commerce.

A high degree of trust not only stimulates and meeihsumers’ high expectations of
satisfying transactions, but also eliminates urdety, perceived risks, and
interdependences in most online transactions (Mghtrand Chervany, 2001; Pavlou,
2003). In addition, the higher the degree of corengirirust, the higher the degree of
purchase intentions of consumers, and the easiés for companies to retain

consumers (Jarvenpaa and Tractinsky, 1999; Gefisaaub, 2004).

One of the earliest studies identified the trusiuence of e-commerce were
conducted by Jarvenpaa and Tractinsky (1999), atadeM2000). In the first study,

the authors conducted survey in two industry dosdimokstore and travel agency.
They found that consumers recognise differenceszmand reputation among online
vendors, and these differences influence theirsassent of vendor trustworthiness

and their perception of risk as well as their wijness to patronise the vendor.
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Several studies (Chen and Hitt, 2002; Park and Ri®®6; Pavlou and Gefen, 2004)
had identified there are two types of consumemyess and switchers. Stayer is the
consumer who consistently sticks to a Web site smiticher is the consumer who
switches to an alternative Web site. Also Stayersttcurrent Web sites more than

switchers (Gefen, et al., 2003; Pavlou & Gefen, 200

According to a McKinset & Co. research report (20dack of consumer trust is
critical impediment to the success of e-commeraagnsOmers may fear providing
credit card information to commercial online vergjosimply because they lack

enough trust to engage in business relationshigdvimg financial transactions.

Ribbink et al (2004) proposed a conceptual model (Figure ®dEfquality directly

influencing online trust. The concept model sumsesgiinfluence factors were relate
to each other, such as e-quality could have pesitiluence on online trust and
e-loyalty directly. Their research data were caélecfrom actual Internet vendors by

using electronic questionnaire. The sample size3B@suniversity students.

In examining the impact of an individual’s charaisics on trust formation in
consumer market, researchers have developed a ebemmive list of major
antecedents of trust such as disposition to tqestsonal values, national culture,
previous experience, attitude, subject norm, geradgr education and income (Lynch
and Beck, 2001). According to Schoorman et al. {200nline trust varies across
different culture, and the relationship betweentwel and online trust has been
observed. The impact of culture on trust formatienstill in initial stages and

considerable evidence is required to delineate selabionships.
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Figure 3.1: Ribbink et al. (2004) Conceptual Model

E-quality Outcome dimensions

Assurance —

Ease of use [— H

E-scape "

|
.l Responsiveness [—

Customization |[—

Source: Ribbinket al (2004) Comfort your online customer: quality,srand loyalty on the internet.

Managing Service Quality/ol. 14(6), pp. 450.

Since the main goal of this thesis is to invesaghie major factors on cultural that
significantly impact the formation of online trust,s necessary to look into related
literature. The following section will have a ccdil review of published studies that

investigated online trust on different culture.
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3.5 Cultural Influence

People are deeply influenced by the cultural vakras norms they hold. Apart from
trust issue, research (Jarvenpaa and Tractinsk@; Favlou and Chai, 2002; Teo and
Liu, 2005) also indicates that culture influenceyraéso play roles in attitude towards

e-commerce.

Culture, which is the one of the most abstract tonts affecting human behaviour,
can be described and defined in many ways. Hofs{20@l) defines culture as the
“collective programming of the mind” to distinguishmong people of different
countries, according to social anthropology theo(e 25). Culture is also defined as
the habitual method of doing things over time. Efi@re, culture is the product of
learning, rather than of inheritance (Hofstede,130@ne may conceive of culture in
terms of its parts and components (Baligh, 199dhcEonal segments, such as the
economic system, the family, education, religiooygrnment and social control,
language and communication and transformation @&uotinblogy, are commonly
listed parts within a culture (Chanlat and Bedd®@b1; Culpan, 1991; Ferraro, 1990;
Hall and Hall, 1990; Thomas, 1997; Chai and Pavid002). To an individual
consumer, these social, economic and institutiagtaictures and related macro
environmental influences determine the overall egntor “objective reality”, in
which he or she makes a purchasing decision. Belalues, logic and decision rules
are also basic components of a culture. They aernalised and constitute the
“subjective reality” of individual consumer. Pelgfs behaviour is not random or
directionless, but instead comes from these basmponents. Hence people’s
behaviour is both a component and a reflectionhef ¢ulture in which they are

embedded (Thomas, 1997; Lee and Turban, 2001hidrsénse, culture can be seen
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as an underlying framework, consisting of the olbjecreality as manifested in
societal institutions and the subjective reality ickh comprise socialised
predispositions and beliefs that guides individupésceptions of observed events
and personal interactions, and the selection ofrogp@mte responses in social
situations (Johansson, 1997). According to Stratb al (2002), individual
characteristics are formed by various social isssiesh as religious, ethics and other

social groups.

Although culture is abstract, it does have deficit@racteristics (Strauss and Quinn,
1992; Rohner, 1984). First, it is shared across beemof a society. It is this sharing
that distinguishes cultural phenomenon from indreidphenomenon (McCort and
Malhotra, 1993). “Culture may be reflected in gealetendencies of persistent
preference for particular states of affairs ovehneod, persistent preferences for
specific social process over others, and generldsrdor selective attention,
interpretation of environmental cues and respohfEs et al, 1988, p67). Second,
culture is a learned phenomenon. It is manifestedearned behaviour acquired
through socialisation (Wardt al, 1987; Cyret al 2005). Cultural inheritances are
not genetically transferred, but instead, humanginbdo acquire the mental
programming (i.e. culture) from the day they arenben a social process that
continues throughout their lifetime in a particutarciety (Hofstede and Bond, 1988;
Hofstede, 2001). Humans learn norms through inoitatir by observing the process
of reward and punishment in a society of members adhere to or deviate from the
group’s norms (Engel et al., 1995, p. 613). In #esse, culture is observable and

amenable to empirical description.

Meanings, values, ideas and beliefs of a socialgmare articulated through various
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cultural artifacts, such as products, informatiard &communication technologies
(Hasan and Ditsa, 1999). Douglas and Isherwood QL§osit that people from
different cultures use products as a means of camuation. According to
McCracken (1986), in a consumer society, culturadaning moves from the
culturally constituted world (the original locatiai cultural meaning) to consumer
goods (carrying and communicating cultural meanemy) then from these goods to
the individual consumer. The nature of culturaluahce can be seen as a circular
process from which meaning is created, maintaimetiteansmitted within a society

(McCort and Malhotra, 1993).

Culture influences also include acceptable waygpracess information, such as
labeling, languages, and symbols (Triandis, 19%49reover, culture defines an
individual's societal role and prescribes guidingngiples to security threats

reactions.

The national cultural characteristics in the préstndy have been selected on the
basis of Hofstede’s (2001) well-known model in megional research. Hofstede
(2001) developed his cultural value dimensions ¢ thasis of extensive
cross-national data from IBM employees in the 19&2&h dimension ranges from 0
to 100, except for the LTO index. His cultural walsystem includes the following
cultural dimensions: individualism— collectivismD¥—-COL), uncertainty avoidance
(UAI), power distance (PDI), masculinity—femininifMAS—FEM), and long term
orientation (LTO) indices. A brief overview of theesultural dimensions should help
better explain the applicability of national culilrcharacteristics to study the

influence to the e-commerce.
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According to Hofstede (1997), the definition oftcué can be view as a distinct way
of life, with shared values, beliefs and meaningg avith distinct subcultures and
classes. There are several layers of culture, divedu national, regional, gender,
generation, class and organisation. The authord®seloped four indices associated
with national culture from survey of 72 countri@hese factors are explained as

follow:

® Individualism/ Collectivism-“the extent to whichehndividual expects personal
freedom versus the acceptance of responsibilitgrtaly, or national groups i.e.,

collectivism” (Robock & Simmonds, 1989, pp. 421).

® Power distance-“the extent to which the less pawerfembers of institutions
and organisation with in a country expect and actegt power is distributed

unequally” (Hofstede, 1997, p.28).

® Uncertainty avoidance-“the extent to which the mersbof a culture feel

threatened by uncertain or unknown situations” @texfe, 1997, p.113).

® Masculinity/ Femininity-“the extent to which the @ety differentiates roles
between the sexes and places emphasis on masealues of performance and
visible achievement. Femininity stands for a prefee for relationships,
modesty, caring for the weak, and the quality & l(Robock & Simmonds,

1989, pp. 422).

Individualism-collectivism is a cultural-dimensiaariable referring to the extent to

which members of a culture tend to have an indepaindersus interdependent
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construal of the self (Hofstede, 1980). Based am discussion in the preceding
section, the cultural dimensions of individualisoilectivism likely affect consumer
intention to purchase online. Therefore, the effettthis culture dimension is

considered here.

Hofstede (1997) also define the Dimension of irdiality (IDV) as having two

extremes, individuality and collectivism.

The features of collectivist are:

® |dentify is based on social networks
® Harmony should be maintained

® High-context communications

® Trespassing leads to shame

® Relationships prevail over task

® Groups invade private life

® The dominant role of the state

The features of individualist are:

® |dentity is based on the individual

® Speaking ones mind is a characteristic of honasbpe
® | ow-context communications

® Trespassing leads to guilt

® Tasks prevail over relationships

® Everyone has a right to privacy

71



® The restrained role of the state

The theory of individualism and collectivism offesgveral insights into many of the
variables that have been linked to buying behayidocluding self-identity,
normative influences, the suppression of emotiamj @ostponement of instant

gratification (Triandis, 1995).

Collectivism can be defined as a social pattern tasists of individuals who see
themselves as an integral part of one or more @ols or in-groups, such as family
and co-workers (Sialat al, 2004). People who are more collectivist are rofte
motivated by norms and duties imposed by the inygrgive priority to the goals of
the in-group, and try to emphasise their connedssliiwith the in-group (Triandis,
1995; Jarvenpaaet al, 2000). People in collectivist cultures often fishheir
behaviour depending on the context or what is tfigbr the situation. Among
collectivists a person is generally seen as moréun@awvhen she puts personal
feelings aside and acts in a socially approprianmer rather than in a way
consistent with personal attitudes and beliefsafiatis, 1995; Lee and Turban, 2001).
Consequently, it has been found that attitude-tiraan(Bagozziet al, 2000; Lee,
2000) and attitude-behaviour relationships (Kashenal, 1992; Simon, 2001) are

weaker in collectivist than individualist cultures.

Collectivist cultures also emphasize the contrall amoderation of one's emotions
more so than individualistic cultures (Potter, 19&ssell & Yik, 1996; Tsai &
Levenson, 1997). For instance, the maintenanceaoindny within the group is
dependent on members' ability to manage their emstiln short, culture is likely to

impact an individual's emotional experiences byedeining the appropriate
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expression of one's feelings (McConatha, 1993)tutailinfluences both "feeling
rules,” how an individual interprets the environmeand "display rules,” which
emotions are expressed and how they are expreE&mdat, 1972). For instance,
people from Asian (collectivist) cultures have befrund to control negative
emotions and only display positive emotions to amggances (Gudykunst, 1993).
Given that impulsiveness is related to sensati@kiag and emotional arousal (Rook,
1987; Weinberg & Gottwald, 1982), it is likely thpeople in collectivist cultures
learn to control their impulsive tendencies moranthpeople from individualist
cultures. In fact, children in collectivist cultgreare socialised to control their

impulses at an early age (Ho, 1994).

Triandis (1995) also defines individualism as aiao@attern that consists of
individuals who see themselves as autonomous amepéndent. People who are
more individualist are motivated by their own prefeces, needs, and rights, give
priority to their personal goals, and emphasize aéiomal analysis of their
relationships with others (Triandis, 1995; GefeAP®@. These social patterns are
expected to influence impulsive purchasing behavittwmough their affect on a
person's self-identity, responsiveness to normatifieences, and the need (or lack of
need) to suppress internal beliefs in order to gmpropriately. In individualist
cultures, Rook (1987) found that people often igndhe potential negative
consequences of their impulsive buying behavioterreg to focus on the positive

consequences of their actions and on their owinigebnd goals.

This may not be true for people from collectivistitares, who are more likely to
focus on the potential negative consequences oflibbaviour and the effect of their

actions on in-group members (Shanleral, 2002; Triandis, 1995). The greater
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likelihood that people in collectivist cultures donsider the negative consequences
of their actions makes the suppression of the isgutait-behaviour relationship

more probable.

These differences between individualists and ctillists are best explained by
examining the tenants on which the cultural pattewf individualism and
collectivism are based. As Kiet al (1994) explained Western individualist societies
are based on the tenant of liberalism. In theseeses individuals are encouraged to
be rational and are given individual rights to deftheir own goals and choose freely.
Conversely, East Asian collectivist societies aesda on Confucianism, which
promotes common goals and social harmony over ithg@V interests (Tan and
Ouayng, 2004). Within each society these differenaee reinforced at the cultural
level through social institutions such as schowlsrkplaces, and families, so that
even very ambitious (i.e., more individualist) peowho grow up in Eastern cultural
background are likely to be better at controllimgit impulses and emotions than
very family-focused (i.e., more collectivist) peepfrom the Western cultural

background.

Culture influence and business are linked in nunesiudies from different aspects.
Each research is focused upon particular areas ratidns. From information
technology area, Raman et al. (1997) found that mésrmation system knowledge
is based on US research and may not be applicalgihér countries, such as culture
difference in professional discussion and orgamsat cultures. In another study,
Ein-Dor et al. (1993) identified the national cufilfactors in I.T area, including
attitude towards technology process, interpersoglations and social commitment.

These factors were important to this research, asxgisted in understanding and
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describing the difference among nations. Many efdhrly system failed from a lack
of understanding and cultural sensitivity, the sasuoeial drivers may dramatically

alter the development of e-commerce.

Hill et al (1998) also conclude an interview survey with ¥emerican business
community with five Arab nations and they found ttlsacial-cultural factors are
powerful and strong identification of Arab cultur®ther research finds different
outcomes. McLeod et al. (1997) had different sumesylt of the effects of culture on
IT from Hosfstede’s concept. They conducted inmwiand questionnaire survey
about the influence of national culture on the rofeperceptions with 67 Chief
information officers from Korea, Mexico and US. $hstudy had tested the
dimensions of power distance, uncertainty avoidamzkindividualism. According to
Hofstede’s survey, Mexico, a nation with high rargds power distance and should

favour a centralised management structure. Thdtsaadicate that this is not so.

One of the earliest studies of cross-cultural surweas done by Jarvenpaa and
Tractinsky. Jarvenpaa and Tractinsky (1999) repart cross-cultural validation of
an Internet consumer trust model and this reseewolucted an Internet survey in
Australia and Israeli. The study included 198 IBraeiversity students and 184 from
Australia. However, the research did not find digant cultural differences in the
antecedents of trust due to possible sampling &k the insensitive measure of
culture and trust issues. Nelson & Clark (1994)raf cross-cultural research as the
systematic study of the development, operation, ars® impact of an information

system in an organisation environment in diffei@ritures.

Chai and Pavlou (2002) found that trust directljuences consumer attitude across
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cultures. This research used an experiential ordurgey and conducted in the US
and China by randomly selected from the InterneittaDcollected from total 1500
email in both countries and the response rate wpaimately 8% (55 from US and

58 from China) overall.

Teo and Liu (2005) had developed a propose modgui& 3.2) for examining the
antecedents and consequences of consumer truststlidly identified ten hypotheses
to link determining factors in the research modetiuding perceived reputation,
perceived size, multi-channel integration, systessueance, propensity to trust,
consumer trust, attitude, perceived risk and wghiess to buy. By testing this model,
they used an online survey for general Internetsusem three countries: US, China
and Singapore. The survey questionnaire was dividaa three sections: online
purchasing experience, type of product bought ftbm Internet and demographic
background. The biggest respondent was from Singafd®81), followed by China
(988) and the US samples (544). The survey refultsd that perceived reputation,
system assurance and propensity of trust are tieendi@ants of consumer trust. Also,

the results have similar loadings across thesetdean

However, there is a lack of research of culturda$ on trust and its importance for
e-commerce (Ribbink et al., 2004). Dorstyal. (1998) stated that the importance of
national culture on trust requires a further inigegton. Fang and Yen (2006) also
mentioned that cross-cultural comparison of Interagers’ behaviour would be
another interesting area to conduct future reseaknl only few studies found that
trust seems to work almost the same in differefiuce (Jarvenpaa & Tractinsky,
1999; Gefen et al., 2005). Little research has memucted that examines cultural

implications on trust and security issues in e-caru®.
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Figure 3.2: Teo and Liu’s Research Model
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Culture influence is tightly associated with paigti and social initiations, it raises the
question that if internet users of China, Taiwad &wong Kong still share the same
culture values and online trust similarly after aldes of political animosity and

diverse economic development. Therefore it is neale to assess the impact of

culture on online trust and use of Internet acfisima, Taiwan and Hong Kong.
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3.6 Chinese Cultural Influence

National culture was important to this study asuayin the literature since it is a
major factor in any research of e-commerce devetopnDifferent national culture
characteristics and social economies have creat@gn#icant level of variation in

the trust of e-commerce in different regions ofwweeld.

According to the survey conducted by Hofstede arhdB(1998), the classical

features of Chinese society culture were:

® High power distance

® Strong uncertainty avoidance
® |ong term orientation

® Collectivism

® Femininity

According to Hofstede (2001), individualism is aefil as the degree of affiliation a
given person portrays toward other individuals otisty or the extent to which
people care about themselves vs. other groupsagi@en their given environment.
Characteristic of most East Asian societies, Chiang-Kong, and Taiwan have
relatively low scores in individualism, comparedttwithe US, China has an
individualism of 20, while Hong- Kong has an indivalism of 17. Taiwan has an
individualism of 25 (Table 3.2). As a result, dif¢e societies can be categorised as
collectivistic cultures. People from less indivitlsac societies do not want to stand
out, be different then the rest of the group, atate less emphasis on individual

success and achievement.
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Table 3.2: Hofstede’s cultural values of China, giefong, and Taiwan

Individualism| Masculinity | Uncertainty Power Long-term

Avoidance Distance | orientation

China 20 66 40 80 118
Hong 25 57 28 68 96
Kong

Taiwan 17 45 69 58 87

Sources: ITIM International (2005), http://www.gebofstede.com/hofstede_dimensions.php.

Uncertainty avoidance index refers to the leveltalerance for ambiguity and
uncertainty within a society (Hofstede, 2001). they words, this cultural dimension
deals with how societies cope with unanticipated amexpected situations (De
Mooij, 1998; Hofstede, 2001). Taiwan has the higisesre in uncertainty avoidance
(69), compared with China (40) and Hong-Kong (28)fstede (2001) argued that, in
a high uncertainty avoidance culture, there is mémmality in all processes.

Furthermore, rules tend to be very strict to avambiguity (Hofstede, 2001). On the
other hand, people from a society with weak ung@staavoidance, they are more
open to take risks and anticipate challenges andvations in their life (De Mooij,

1998).

Long term orientation is developed by Hofstede (30 study the manifestation of
East Asian cultures. This cultural dimension referthe level that a society embraces,
or does not embrace, values such as history, imadior forward-thinking values.

China has the highest long term orientation of t®npared with Hong-Kong (96)
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and Taiwan (87). A society with a high long termeatation (such as China)
emphasises the value of long-term commitment toesland traditions, compared

with a society with a low long term orientation.

Although Taiwan and Hong Kong also have a low imiralism, compared with
other Western countries, political and economicetilgyments have moderated the
impacts of cultural characteristics on the policking process. While Hong Kong
has adopted the UK cultural background, Taiwanofedl the US footstep in its

economic reforms and Western democracy environiirentg, 2007; CSD, 2008).

According to Johnston and Johal (1999), the waycafitent interpretation and
Internet use is closely related to national cultdree development of mutual trust
across China, Taiwan and Hong Kong is more comipéeause of long term political,

social disconnection and diverse economic developme

On the basis of Chinese society in these regionsldishare a homogeneous value
system. However, Mainland China and Taiwan havenbrded separately in
communist and democratic institutions for more thifig years, further Hong Kong
was ruled by United Kingdom for a century (Ke#ly d., 2006). All these political
and social issues may impact the culture developroerthese Chinese societies.
According to Huang and Dastmalchian (2006), theatfiof cultural difference in
these three regions has been identified and suegyéisat China, Taiwan and Hong
Kong are different societies with diverse charastes. Thus, the cultural difference
across China, Taiwan and Hong Kong is importarthéoextent that it influences the

adoption of e-commerce.
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On the basis of Hofstede’'s (2001) cultural valuanfework, Chinese society is
characterized by its low individualism (20), mediumasculinity (66), low

uncertainty avoidance (40), high power distancg,(80d high long term orientation
(118) indices. These national cultural charactesshave been demonstrated in

e-commerce in China.

Cheung and Lee (2001) propose a conceptual modalsifand risk in e-marketing.
The research was carried out in the City Universitiiong Kong and sample size is
400 business students. According to this reseamferal factors could influence the

e-commerce trust were:

® Consumer propensity to trust
® The vendor’'s trustworthiness
® Nation’s legal framework

® Nation’s culture environment

® Prior positive experience

This study had confirm Hofstede’s survey result andicate that people with
different cultural backgrounds, personality typesl @evelopment experiences vary
in their propensity to trust, however the cultun@ieonment influence and experience
differences are not considered in their works. kafs's (1991) survey also rank
different individualism and collectivism which imngle the United States
(individualism score = 91) and Australia (90) aghty individualistic countries and

Singapore (20), Malaysia (26), and Hong Kong (Z5highly collectivist countries.

Although using cultural region as an indicator oflividualism and collectivism
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offers the advantage of capturing the more compigtxire of the construct, it also
includes the disadvantage of adding between-countyiance to the often
problematic within-country variance found in cragdtural research. On the other
hand, using people's self-concept as an indicdttineir level of individualism and
collectivism measures the within-country variances;ognizing that each person
internalizes national and institutional influendesa greater or lesser extent, but it
fails to pick up the more complex nature of thestarct. Using an individual level
measure of culture in addition to a regional oiaratl level measure adds confidence
that the results are due to the construct of calt@gardless of its measurement
(Maheswaran & Shavitt, 2000; Schwartz, 1994; Sisg&l Brown, 1995; Triandis,

1995; Sialeet al, 2004).

Tan and Ouayng (2004) indicated the privacy of @iz security issue as one of top
obstacles to e-commerce diffusion from their surkesult. The research was based
on the results of the Center for Research on Inftion Technology and Organisation
(CRITO) Global E-Commerce Survey in 2002 and thevesyy conducted in ten
countries, including Brazil, China, Denmark, Fran€@ermany, Japan, Mexico,
Singapore, Taiwan and the United States. The Chirssnple comprises 204
establishments with different sectors from four onagities: Beijing, Shanghai,
Guangzhou and Chengdu. They note that Chinese fireme more serious concern
about this issue than any other countries dueg@dtor credibility monitoring system
both for vendors and consumers. With the currepufaoity and the potential profits
of e-commerce, many executives face a confliciasibn. That is, connecting to the
Internet and expanding their business would rigkthreat of intrusion. On the other
hand, remaining disconnected from the Internet wosécrifice their customer

contact and services.
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According to Efendioglu and Yip (2004), some of refigant Chinese cultural

characteristics had been included:

® Lack of transaction trust — payment will be mady/evhen the purchased goods

arrived. Chinese rely on physical and tangible aointhan other culture.

® Bargaining favourite — Chinese are used to negotiatget the best deal and
willing to use different tactics to achieve it. Tfeatures of Chinese negotiation

are: well preparation, tough mind and patient.

® Strong socialisation effect — During the businesscess, a strong individual
relationship and long term association will guaeanthe success of doing

business in China.

The Efendioglu and Yip’s (2004) survey was conddcie China with total 252

respondents from major cities, including BeijindgpeBzhen, Guangzhou, Wuhan and
Shandong. They develop a survey result of compartsetween their survey and
China Internet Network Information Center (CNNIGYdy in 2003. Some of result

figures were different, such as education leveljomage group, e-commerce
participated rate and payment method. This findgresents that Internet users in
China was changing time to time, and the uniquecattdiral characteristics of China
pose a greater challenge as the major impedimenéscommerce development in

China.

Using a secondary data analysis approach, Fangramd2006) classified the most
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widely cited problems of e-commerce in China irgges categories:

1. Online purchasing security cannot be guaranteed
2. Inconvenient methods of payment

3. Uninsured quality of product and service

4. Obstructed delivery channel

5. Unattractive price

6. Unreliable information

7. Miscellaneous problems

The study suggested that by improving the salegheninternet and enhancing
consumer satisfaction, the priority is to concdeti@ Internet security and quality of
products and services sold online. However, theaatacknowledge the limitation
of research base on analysing data from ChinasS8tati Yearbook 1994-2003 and
China Internet Network Information Center (CNNI@O08). Primary data collection

and selection were lacking and this could be camsid a further research in future.

The nature of the Chinese cultural influence idafed by industry. According to
Hofstede and Bond (1988)’s research, Chinese eulturated as relatively high on
the dimensions of power distance and uncertainbydawnce, high on dimensions of
collectivism and long term orientation and relatyvéow on the dimension of

masculinity compared to other regions.

The collectivistic cultural characteristics oftegflect the importance of relationship
in interpersonal relationships. Benefits for mensber the inner group are often

placed more emphasis than those as outsiders @defs2001).
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Three Chinese majority societies in the Greaten&Region (i.e. China, Hong-Kong,
and Taiwan) have demonstrated that diverse pdlitieaonomical, and social

priorities have evidently interacted with thesetutdl characteristics to shape their
buying behaviour through culturally determined p@tons of issues related to the

development of e-commerce.

Since past studies suggested that national culblvalacteristics may influence the
perception of different uncertainty concerns andplementation of various

e-commerce processes (Wang, 1999; Gefen and R2€a), the author argues that
these perceptions may influence people responsassity the e-commerce and

perceptions on e-commerce trust.

In addition, China differs from western countriesajly in cultural tradition, logistic

infrastructure and credit system. Chinese cultweermgs to eastern culture system,
and the infrastructure of logistics in China lag=hind other developed countries.
Moreover, there was not sound credit system in &hirior researches indicate that
culture (David, 2007), logistics (Sharma et al.93Pand credit (Gentry, 1982) have
important impact on customer behaviour and satisfac Therefore, it is

understandable that key drivers of online shopmuagtomer satisfaction in China
may be different from that of other countries. Jastde Mooij and Hofstede (2002)
indicated, converging technology and disappearingome difference across
countries will not lead to homogenization of congarbehaviour. Rather, consumer
behaviour will become more heterogeneous becauseltoiral differences (de Mooij

and Hofstede, 2002). Few studies, however, havioegonline shopping customer
satisfaction on Chinese context, so little is knosbout the construct of Chinese

online shopping customer satisfaction.
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3.7 Other Factors

There are many other issues affecting e-commeride &om online trust, such as
user’s Internet experience, word of mouth, web sgitality and size, purchasing
behaviour, consumer attitude, consumer loyaltydpeb perception (Jarvenpaa et al.,
2000; Tan, 1999; Ranganathan and Ganapathy, 2@0R;aRd Kim, 2003; Elliott and
Speck, 2005; Reichheld and Schefter, 2000; Jarneeapd Todd, 1996). For example,
Chinese consumers generally held a favourable uddtit towards products
manufactured in developed countries rather thamawmeloping countries. Zhang
(1996) has confirmed that Chinese consumers amdylito use country-of-origin

information to evaluate products and to make piseltecisions.

These factors are clearly important in e-commetedys However, this study focuses
on the combination of online trust and securityuéss on the unique aspects of
cultural influence in e-commerce, the expandingea@esh study which being
significant in e-commerce could provide a valuabtmtribution to industry and

academic.
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3.8 Research Model

This research model is design base on Mayeal (1995) and Teo & Liu (2007)
proposed model for examining the antecedents andecpiences of consumer trust.
The Technology Acceptance Model (TAM) (Davis, 1988jich is the central to this
research model. This Technology Acceptance Modgbgsed by Davis (1989), was
developed to explain why people adopt technologwi® (1989) stated the purpose
of the model is to “provide an explanation of thetetminants of computer
acceptance that is general, capable of explainseg lbehaviour across a broad range

of end-user computing technologies and user papuakdt (Davis, 1989).

Furthermore, the Technology Acceptance Model wasveld from the Theory of
Reasoned Action (TRA), and is widely regarded a®latively robust theoretical
model for explaining information technology useré8b,et al, 1997). In this model,
perceived usefulness and perceived ease of useoasedered the most important
variables in explaining and predicting the usendérimation technology (Henderson

and Divett, 2003).

Figure 3.3 presents in a schematic format the quuoeéframework linking culture

influence and elements of the theory of attitudéht adoption of e-commerce. This
model suggests different factors affects intent@mengage in trust and attitude, such
as culture influence toward the risk perceptionisTiesearch also investigated the
relationship among online trust and online secuatyards e-commerce, and affected
by the factors of cultural influence and risk pgtoen. A dependent variable is a
variable dependent on another variable: the indég@rvariable. In simple terms, the

independent variable is said to cause an appatenrige in, or simply affect the
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dependent variable (Dodge, 2006). In this studg, itidependent variables were
online security, perceived risk and cultural inflae, while the dependent variables

were the online trust and purchase intention.

Online trust is central to online shopping inteniqLee and Turban, 2001; Goode
and Harris, 2007). Security issues (safety of tapmuter and financial information)
and privacy (individually identifiable informatioon the internet) are closely related

to online trust (Jones and Vijayasarathy, 1998f Baal., 2005).

Figure 3.3 Research Conceptual Model

Online
Security

Intention to

Online
Trust

Perceived
Risk

purchasing

Cultural
Influence

Subjective norm refers on one hand to beliefs spatific referents dictate whether
or not one should perform the behaviour or not, andhe other the motivation to

comply with specific referents (Ajzen and Fishbeif80). In other words, these are
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social factors, which mean the influences of othenspurchase intentions. For
example, TRA (theory of reasoned action) argueswinether our best friends think
that we should make a particular purchase influenger intention (Ajzen and
Fishbein, 1980). Numerous studies of traditionapgiing have drawn attention to
these aspects (Dennis, 2005). Social influencegalaceimportant for e-shopping, but
online vendors have difficulty in satisfying thesgeds (Shim et al., 2000). Rohm and
Swaminathan (2004) found that social interactiors v@asignificant motivator for
online shopping. Similarly, Parsons (2002) foundt tbocial motives such as social
experiences outside home, communication with othaith similar interests,
membership of groups, and status and authority walid for e-commerce. Social
networking sites can link social interactions cono®y personal interests with

relevant e-commerce which mentioned in previouptrathus:

The expected relationships are summarised in flenimg hypotheses:

H1: Cultural influence indirectly affects consuniemstention to adopt online
purchasing through consumer attitude.

H2: Online security indirectly affects consumersitention to adopt online
purchasing through online trust.

H3: Cultural influence indirectly affects consuniemstention to adopt online
purchasing through online trust.

H4: Perceived risk indirectly affects consumerstemtion to adopt online

purchasing through online trust.
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3.81 Measurement of the Variables

Online Trust Online trust was measured with four items: (Uistworthiness of online
vendors, (2) information reliability, (3) produatsatch the description with on-time
delivery, and (4) ease of contacting customer servifhe online trust can be
measured using 5 point Likert-type scale, rangimggnf 1 (strongly disagree) to 5
(strongly agree). The instrument was adapted frafes(2000) and Jarvenpatal

(2000) but it consisted two separate item (proggnsitrust and consumer trust).

Online SecurityOnline security was measured with three itemgscéhfidentiality of
personal information, (2) system assurance, and s&urity of credit card
information. The extent of online security was assd on a 5 point Likert-type scale
ranging from 1 (strongly disagree) to 5 (stronglyes). The instrument was adapted
from Kini and Choobineh (1998). The culture haduafced the formation of many
security measures, such as national security polidprmation ethics, security
training, and privacy issues. Therefore, it is ingp@e to incorporate the culture into
the design of IT applications (e.g. security awassntraining systems) in order to
improve their perceived values (Agrawetl al, 2003) and adoption (Montealegre,

1998).

Perceived RiskPerceived risk items were modification of scalsed in previous

research (Furnell & Karwenii, 1999). Consumers @& online shopping to be
higher risk than traditional store (Tan, 1999).deered risk was measured with three
items: (1) risk of online purchasing, (2) uncertgiravoidance, (3) ordering or
delivery concerns. A 5-point Likert-type scale frdnfstrong disagree) to 5 (strongly

agree) was used.
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Culture Influence Culture influence is said to have four dimensiong)

individualism/ collectivism, (2) power distance,) (Bncertainty avoidance and (4)
masculinity (Hofstede, 1997). This study focusedfan collectivism and uncertainty
avoidance in measuring culture influence. Subjeatierm, or the influence of others,
has also been found to affect consumers’ willingniesadopt a technology. Taylor
and Todd (1995) reported that subjective norm p@tit affects consumers’ adoption
of innovative products. Green (1998) found that nmmtive pressures have a
significant positive effect on technology acceptarnCulture influence was measured
with three items: (1) word of mouth, (2) social ttas, (3) purchasing attitude. A

5-point Likert-type scale from 1 (strong disagree} (strongly agree) was used.

Others: A measurement of purchase intention at the Intemm@uded a 5-point
Likert-type scale from 1 (never buy) to 5 (must buyas used. Online shopping
experience measured by purchasing frequency onntieenet included a 5-point
Likert-type scale from 1 (never buy), 2 (once pean, 3 (2-5 times per year), 4 (6-10
times per year) to 5 (more than 10 times per yér)s measurement scale was a

modification of previous study (Jarvenpaa and Tna&ly, 1999; Hoffman, 1999).
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3.9 Summary

Despite the proliferation of e-commerce researatinduthe last few years, most of
literature is dominated by empirical studies in teveloped countries of European
and US. Little is known, about e-commerce in depiglg countries, especially in
China. There is general lack of research on e-cacemi@ the China but there are
more studies in other area in Asia, such as KonglaJapan. One possible reason for
this lack of research is that e-commerce in Chimastill at an early stage of
development. However, the continual growth of e-cmrce raises the need to
understand more about the development of e-commeraieveloping countries,

especially identifying factors that affect theicsass.

As the culture and trust issues identified by ttexdture as potential factors affecting
the development of e-commerce, this study theredoms to examine this proposition
and to fill in the gap in the e-commerce study.@hiTaiwan and Hong Kong are
chosen as a representative of developing courduesto the continual growth and
development of e-commerce there. Such researchdwbal beneficial in that

identifying critical success factors for e-commeiit@t may guide e-commerce
ventures in developing countries to conduct sudaesscommerce, as well as
helping those in developed countries that planxjpaed into developing countries’

markets.

This chapter began with an introduction of thecsadtibackground of e-commerce
from two perspectives: B2B and B2C. The chapteo atviewed the literature on
different factors that could influence the devel@om of e-commerce: Internet

security, online trust and cultural influence. Tregiew of the literature revealed that
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e-commerce has become common practice in a nurhlseuntries, such as the USA,

UK and China.

The following chapter considers the methodologypdekd in this study. The research
is undertaken in three parts: reviews the concegttiaeory of research methodology,

preparation for data collection and questionnairgesy.
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CHAPTER 4

RESEARCH METHODOLOGY

4.1 Introduction

The purpose of this chapter is to explain the netemethodology and to describe the
procedure adopted for data collection. This chaigteivided into two parts. The first
part reviews the concept and theory of researcthadetogy, focusing on research
method and strategy with a view to identifying gopt@priate approach for this
particular research. The strengths and weaknesgualfitative and quantitative
approaches and their appropriateness in certaiatgins are discussed. Also, the

given issues of the validity and reliability of eesch methods are included.

Section 4.5 research model also present the steudfi this thesis, including a
framework with hypotheses and research questionsetdurther investigated and

tested in chapter 6.

The second part is to describe the procedures Itdctiog data and reason for why

this method had been chosen. It covers the pradfefsta collection and adoption for

each stage, including pilot questionnaire surveyfaral questionnaire.
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4.2 Research Methodology

According to Che Rose’s work (2002), research nulagy means the way in
which a research study is designed and the proesduy which data is analysed.
There are various research methods that can be siseld as questionnaire survey,
personal interview, case studies and group observaEach method has its own
strengths and weaknesses and the choice of theodhéth particular research will
depend on different factors, for example the redeabjectives and purpose of

research, time, research resources and cost liomtédenzin, 2006; Yin, 1989).

There are two fundamental types of research in rgéndescriptive research and
explanatory research. The descriptive researchséswnWhat question and the
explanatory research places emphasiSvbry question (Strauss and Corbin, 1994; De
Vaus, 2002; Denzin, 2006). The former research typedely used, for example, by
government sponsored research to collect socialatmts and economic information,
such as household expenditure patterns, and emplaystatistics. The latter research
type is commonly used to develop explanations abdhy questions. The way in
which the research conducts his/her research iendigmt on whether its aim is
descriptive or explanatory, whether the researatkssdo answetWhat or Why
questions. However, a research study may firstd@mwWhatquestions in reality, and
then seek answers Whyquestions by examining hypotheses through empuuliata.
The present research’s aim is to investigate titeraliinfluence on consumers’ trust
in e-commerce. Since e-commerce is not familiahweiery Internet user, the study
first considers possible incentive for e-commemeamines the reason for not using
e-commerce, and then investigates factors influnotonsumers’ decision to

undertake e-commerce by testing hypotheses threongirical data (Hakim, 2000).
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The explanatory research includes two processesryhouilding and theory testing
(Berg, 2001; De Vaus, 2002). Theory building begmth observations and uses
inductive reasoning to develop theories based esetlobservations. This approach is
also known as grounded theory (Finch, 1986). Irtresh, theory testing starts with a
theory and uses deductive reasoning to obtain afsptopositions from theory to
predict how things will be in the real world. Acdarg to De Vaus (2002), although
theory building and theory testing are differerde@ch approaches, they should be

part of one ongoing process, since there is a annhsiterplay between them.
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4.3 Quantitative Research Method

Questionnaires as a quantitative research methaddely used in management and
business research, and are regarded as beingnillgaygantitative. According to De
Vaus (2002), the distinguishing features of survanes the form of the data and the
method of analysis, which allow researchers to fine differences systematically
linked with them. He also mentions that quanti&atsurvey research is sometimes
regarded as sterile and unimaginative, but is sgted to providing certain types of
factual, descriptive information. Survey researgltriticised for being incapable of
catching the meaningful aspects of social behaiGte Rose, 2002; Dixon-Woad

al, 2004).

Quantitative method has its own strengths and wesdes; the choice of a research
method is really dependent on the research questimi process. For example,

guantitative methods are more useful when trying$b hypotheses.

This research involved a combination of quanti@tnd qualitative data collection.
It is common to combine quantitative and quali@atimethods in management and
business research. According to Jick (1979), a cmatibn of methodology can
improve the accuracy of data collection from difietrkinds of fields. Also, collecting
different types of data from different sources vebbtoader the researcher’s unit of
analysis under study (Bonoma, 1985; Denzin, 20B@)mer and Warwick (1993)
suggested that using various data collection methsedvery helpful for locating

research data in specific field.

To achieve the objectives of this study, the speodsearch method were conducted.
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In this research, a quantitative research methddowiutilised namely, questionnaire
survey to ensure the validity and reliability oftalaOnline questionnaire was the
research method for quantitative approach and dt ben widely used in social
science research. The distinguish features of garaee the form of the data and the
method of analysis, which allows the researchefmtbdifferences in particular case

(Marlandset al,, 2000; De Vaus, 2002).

98



4.4 Validity of the Research

There are two dimensions to validity which are ing and external. Internal validity

refers to the degree of certainty that observeecedfin an experiment are actually the
result of the experimental condition or cause,@athan intervening, extraneous, or
confounding variables. In other words, it can bencbaded that whether the

independent variable produces the differences wvbdgiDixon-Woodst al, 2004).

A research study has internal validity if the resbadesign sustains the causal
conclusions that the researcher claims for it. sV (2002) describes internal
validity as the extent to which the structure ofstady instrument enables the
researcher to draw clear conclusions from the t®sdiherefore, the more the

structure of a study eliminates alternative intetgtions for findings, the strong its

internal validity.

External validity is concerned with the degree tbiak research findings can be
applied to the real world, beyond the controllettisg of the research. This is the
issue of generalisability. There are two types ehegalisation: statistical and
theoretical (Casebeer and Verhoef, 1997; De Va082R Statistical generalisation
can be obtained by using representative randomlsarapd its results can be applied
to a wider population. Theoretical generalisationolves generalising from a study
to a theory, rather than to a population. It rebesthe logic of replication. The logic
of replication lies at the heart of experimentatl aase study research (Yin, 1989;
Che Rose, 2002). Cohen and Manion (1980) indictitatian experiment cannot be
externally valid without internal validity, but anternally valid experiment may or
may not have external validity. In other words, tadg may have good internal

validity but its results may not apply to other gps, setting and situations.
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According to De Vaus (2002), there are three basigs to assess validity:

e Criterion validity
e Content validity

e Construct validity

Criterion validity is built when the way people eathe new measure is consistent
with established measure. However, criterion vglithas two limitations: first, the
established benchmark has to be valid, and setber are no established measures
for many social science concepts. Content validggesses how well the measures
tap the different aspects of the concept as def{ipehzin, 2006). However, it is
difficult to develop measures that have agreedditgligiven the disagreement about
the content of many social science concepts. Qaetstalidity refers to how well the
result obtained from the use of the measure fihwite theoretical expectations
(Leung, 2001). Nevertheless, the approach relies tlmm correctness of the
expectations. In fact, there is no ideal way ofingsvalidity and the validity of a
measure depends on how a researcher defines tlweptotihat is to be measured

(Marslandet al, 2000).

In practice, the measurements often include erp@sple can answer a question one
way one day and provide a different answer the deyt which calls into question
the reliability of the measurement used. If the saasult can be obtained on repeated
occasions, that is a reliable measurement. Furth#fgrent researcher may pose
guestions differently which may cause respondeninderstand the same question

differently on different occasions (Leung, 2001).
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In addition, the way different researchers interpesults may vary from one to
another. There are three ways to assess reliaffilgyaus, 2002):

e The test-retest method

e  The split half method

e Use of the alpha coefficient of reliability

The test-retest method uses the same measure tmidbe same people to see
whether the second measurement is similar to teedne. If the measure is reliable,
the second measurement should be the same assth@diasurement. Unfortunately,
it is difficult to give the same test to the sanample twice using the test-retest
method. Also, memory is another problem since peaan artificially answer a

guestion in the same way the second time as thegyremember their answer from

the first occasion (Marlanet al,, 2000).

The split half method refers to splitting the instrent in half, forming two separate
scores, and then comparing scores for each indiVido specify compatibility
(Malhotra, 2009). The third method, the alpha doefht of reliability, measures the
reliability of a test in terms of its internal caestency. Alpha reliability has values
from O to 1. In general, 0.6 is regarded as thamum acceptable level for the alpha
value. Due to difficulty in contacting the same pleotwice, the Alpha reliability
method is used in this study to assess the ratialoif questionnaire surveys. The
guestionnaire attained alpha values of 0.73, reésqedg; which is considered

acceptable.
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4.5 Data Collection Process

The process of data collection was divided into stages: the first stage was a pilot
study (questionnaire survey), which was completecre month from April 30
2008 to May 38 2008. The second stage involved final questioenstirvey, which

was conducted in two months, from June 1st 20QRikp 31st 2008.

As previously mentioned, the aim of this studyoigkamine the cultural influence on
consumers’ trust in e-commerce. Although case studind interviews can provide
detailed information, these methods are basedsmadl sample size, which makes it
difficult to make a statistical generalisation abtwe population from which it was

selected (Hakim, 2000; Hoinville & Jowell, 1989)urther, case studies are time
consuming and relatively costly. Due to time, castl resource constraints, a web
questionnaire was selected as a main method in study. This selection of

questionnaire rather than other methods can bdigalsby the following statement:

“Questionnaire-based surveys should only be used whantified information is
required concerning a specific population and whedividuals’ own accounts of
their behaviour and attitudes are acceptable a®marcse of information.”(Ticehurst

and Veal, 2000, p. 49)

The main advantages of using questionnaire sumesjoav cost and efficient (Hakim,
2000). First, it normally costs no more than adhof what a comparable interview
survey would cost. The expense of large sampleviei®ing is too expensive for a
research student budget. Moreover, for the samé, ¢be sample size for a

questionnaire survey can be perhaps three timdargs as that for an interview
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survey (Hoinville & Jowell, 1989). Secondly, the questionnaire survay reduce

interview bias. Many studies have suggested thatviews pose serious problems of
reliability and validity (Misher, 1991; Haralambdk986). Haralambos (1986) noted
that due to the fact that interviews are usuallpsidered interactive situations.
Therefore, the results of an interview will depandpart on the way participants
define the situation and the way an interviewerdemts the interview. Bias may arise
from the way that questions are posed; the forpratbing for answers; the recording
of answers and incorrect coding (Solomon, 1999gs€hproblems can be tackled by
using a questionnaire. Another advantage of quasdioe survey over other methods
is the ability to reach a wide geographic areati@darly isolated areas, and those
members of population whom interviewers would findifficult to access. Moreover,

replies can anonymous, encouraging respondentsetdree in answering questions

and giving them time to think about their resporiagwivate.

However, there are several problems associated usthg questionnaire survey
(Hakim, 1992). A major problem is the low resporaie. The response rate obtained
partly depends on the topic under investigatioe, riature of the sample, and the
length of the questionnaire (De Vaus, 2002). Thabl@m of item non-response is
another related problem. Non-response can aris Yariety of reasons; for example,
unclear question, difficult, sensitive and contrsi@ to answer. As a result, this
study uses a pilot study in attempt to reduce tkaithood of item non-response.
Another concern associated with using questionrsireey is the quality of answers.
If a question is left blank, the researcher wilt know why and cannot go back and
clarify if the question asked appeared ambiguouheorespondents. Also, response
error may arise of respondents misunderstand tlestigm. However, conducting a

pilot study can lessen these problems. The quewioa survey is not suitable for
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asking open-ended questions and obtaining sponiareswers. These problems can
be easily tackled by interviews; however, this agsle does not require spontaneous
answers. Further, no observable data and langudfgeedces are other problems

when using questionnaire survey.

Furthermore, this study used a Web-based survégadof using paper questionnaire
survey. Web-based surveys have many advantagedraddronal methods, such as
more convenient and accurate to the target group Mw cost budget. Web-base
survey has advantage of design flexibility. It ¢ake advantage of the graphic power
available through programming languages such as Hail JavaScript to create an
attractive and compelling survey to invite morepa@slents (Sheehan, 1999). Kehoe
& Pitkow (1996) stated that the web-based survesp alllows to using adaptive
guestioning, which means that the questions the¢spondents is ask depend on
his/her answers to previous questions. This alltwdollow-up questions that can
enrich responses as well as easier navigatioreBpandents. Time saving is another
advantage of web based survey and high volumespioreses can be collected very
quickly compare to the traditional method (McCuliby 1998). Several hundred

responses can be generated over a short period.

The cost efficient is another advantage of web-thasarvey. The cost of data
collection and analysis can be minimised by usidge tweb-based survey
(McCullough, 1998). The actual implementation fusvey can be almost free with
no costs for paper or postage. The web-based swareylso use anonymity for the
respondents to increase response rate. AccordiegnBerg’s research (2005), the
anonymity may affect response rate positively,espondents may be more willing to

respond without fear that their answers may betifigile to them. Web-based
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surveys allow for anonymity in responses, sinceréispondent can choose whether to

provide his/her own personal details.

However, there are some limitations to Web surv&yt tesearchers must recognise
before adopt this method. The first limitationhe generalisation of the survey result.
According to David (2000), unequal opportunity a&df-selection to participants are
the two major concerns for using web-based suhdMp-based surveys might attract
respondents to the web page with messages postedvegroups, links on other web
pages, banner ads and other types of methodsrésuli, all segments of the Internet
population may no be represented in the sample d&ef Pitkow, 1996). For
example, some web-based surveys are announced part@ular newsgroup, if
potential respondents are not a frequent visitothto newsgroup, they may not be
aware of the survey announcement posted and mayhane the opportunity to
complete the survey. As a result of survey, thoke are interested in and fill out the

survey might not represent the target populatioeé€@berg, 2005).

The low response rate can also affect the genatialis of the survey results.
Although web-based survey can generate a large euoflvesponses, the number of
real respondents is extremely small compared wi¢htbtal number of online users

who are informed about survey (David, 2000).

An inappropriate and multiple responses is anolingtation of web-based survey.
Web-base survey generally allows for multiple resss from a single individual, as
well as responses from individuals outside of tmeug of interest. This could

generate bias in the survey results (McCulloug®8).9
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Even though only respondents who are able to acttessinternet are able to
participate in this survey, and this bias is exagthat is desired of the data for
respondents of this study since it provides tha daltated to the actual Internet users.

This is the main reason why a Web-based surveychvasen.
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4.6 Question Construction

When constructing the questions for the questioenahere were two types of
questions: open ended and closed ended questia&h(fst and Veal, 2000).Open
ended is one where the respondents write downrthwexs in their words in a line or
space. Closed ended question also known as clesgigu, which is the one contain
with range of alternative answers is set out indhestionnaire and the respondents
are asked to tick or circle the appropriate bokesvever, there is no agreement as to

which style is preferable and it all depends oeaesh questions.

Closed ended questions are usually quicker ancere&sianswer as they require
minimal writing (Ticehurst and Veal, 2000). Moreové is easy for researcher to
analyse since the possible responses already csegdjoAs they provide a certain
categories, respondents can reply questions askeesbarcher correctly and help to
ensure that the information needed by the researdHewever, the major
disadvantage of this type of question is that tifermation obtained lack of depth
and variety. Moreover, according to Kumar (200Bgré were greater possibilities of
investigation bias arise since the researcher maylist the response patterns that he

or she is interested in or those that come to mind.

In opposite, the advantage of the open ended guessis that the investigator does
not influence the respondent’s answer unduly. Adioy to Ticehurst and Veal (2000),
the verbatim replies from respondents can providelasource of varied material.

However, there are three disadvantages of operdengstions:

e Analyis of such questions is more difficult
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e Response rate to open ended questions can beovetyelcause people are often

too lazy or too busy to write out full length ans/éTicehurst and Veal, 2000)

e While such questions provide respondents with thpodunity to express
themselves freely, resulting in a greater varidtintbormation, respondents may

not be able to express themselves, so informatarbe lost (Kumar, 1999)

The choice among open or closed ended questiorendsmn many considerations,
including the question content, respondents’ maibva methods of administration,
type of respondents, access to skilled codersde open ended answers, and amount
of time available to develop a set of unbiased ans\{Ticehurst and Veal, 2000). As
the researcher wishes to determine the level ofortapce attached to different
influences on the Internet users’ decision to sgile-commerce, the closed ended
questions is adopted in the questionnaire of thisey. However, to overcome the
disadvantage involved in such questionnaire, wahge of responses was considered
to avoid biasing responses. With the intentionwafiding forcing respondents to give
opinions on issues, in which they have no opinibmas decided to use the term of
“Neutral” and “Not applicable” responses when agqgiile. Furthermore, an
additional question was added at the end of thestopmnaire, which provided

opportunity to contact the respondent for futuiseegch purpose.

The questionnaire began with an introduction to tbsearch purpose and then
provided instructions for respondents to completl consists of a total 45 questions,
and most questions included a 5-point Likert typales where respondents were
asked to indicate the extent to which agreed oagleed with a statement. Most

questions are closed questions because they weyadeanswer and analyse. Major
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sections of questionnaire adopted five point Likedale, where 1 represented
strongly disagree and 5 signified strongly agreee fuestionnaire was attractively

designed to encourage respondents to cooperdissisttidy.

The questions were designed after a thorough regfeamline trust development and
attitude about e-commerce literature, taking intzoaint of cultural influences.
According to research objectives and research mpmsstfour themes formed the

structure of the questionnaire:

User Profile

Purchase Attitude

Four Factors influence

e Outcomes

Due to design of questionnaire, the respondent® vasked to provide biographic
details at first part, such as their occupation guelifications. The content of
questionnaire was divided into six sections (seeeéhglix 1) focusing on the
following: information of purchase attitude, onlirieust, online security, culture

influence, Intention to purchasing, perceived r@kticomes and general information.

4.61 User Profile

This section elicited demographic data about redeots, such as their age group,
gender, occupation, qualification, live place, kngf time using Internet and
accessibility towards Internet. These basic dataewgrovided to the general

background and Internet experience of respondents.
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4.62 Purchase Attitude

The second section elicits the general informatbonconsumer purchase attitude
towards online purchasing. It seeks factual infdromaon the respondent’s attitude,
such as frequency of purchasing and type of prodindse data were provided to test
relationships between Internet experience and coess decision to shopping

online.

4.63 Four Factors

The third section includes questions on the conoépmnline trust and security, for
example, what the respondent understood and fedinbgie trust and security his/her
opinions on e-commerce. This section also incluesstions as to cultural influence
on e-commerce, respondents’ intention to purchasg how respondents’ perceptions
of risk on e-commerce. This section was designedexamine Internet users’
understanding of different factors influence antditiates towards these factors.
Questions were based on the e-commerce literatnked to prior studies (For
example, Kim, 2002; Gefen et al., 2003; Teo and, I2005) and examined the
suggested content. These data were provided tssaisgeghe impact on respondents’
decision. Importantly, the first question askedomeglents to define online trust, in

order to emphasise the different factors in thestjoenaire.
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4.64 Outcomes

This section included six questions which focusedpossible reasons for using
e-commerce, attitude towards e-commerce and theefutf using e-commerce. Data
from this section would assist in evaluating e-caror development in different

regions.
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4.7 Pilot Test Study

Once guestionnaire has been developed, each questiguestionnaire as a whole
must be evaluated before final administration (ki@ and Jowell, 1989; De Vaus,

2002). The objective of a pilot study is to helpaarchers refine their data collection
plans with respect to both the content of the daihthe procedures to be followed.
In addition, the pilot study helps researchers @vetbp relevant lines of research
questions and provide some conceptual clarificatawrthe research design (Leung,
2001). The purpose of this pilot study is to examjuestion construction and logic,
such as structure, content and layout, etc. Thectibgs of piloting the questionnaire

were:

1. To identify potential problem in following the reseh procedure

2. Tofilter out questions which were inappropriatebéguous and irrelevant

3. To produce an appropriate questionnaire which aloampletion in less than 15
minutes

4. To develop a simple and user friendly layout

The exact size of pilot study depends on the aifitest: small size of pilot work is
often able to reveal wording and layout problemsifiille & Jowell, 1989). For this
study, the researcher selected the pilot studydoaseconvenience and access. The
sample selected for the pilot study was consiste@5oresearch students from the
Edinburgh Napier University in the UK in May 2008uestionnaire for piloting were
printed on both sides of A4 paper. The pilot questaires were sent to the students
by email and hard copy with covering letters. Theer letter provides an explanation

of the study purpose aiming to encourage respoadentomplete the questionnaire.
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In order to maximise the response rate, the questice was sent three times to all

respondents during that period.

17 of 35 students responded to the questionnaireweder, two returned
questionnaires had to be eliminated because theg iwweomplete, and respondents
giving “unfamiliarity with question or answer” asason for their incompletion. Thus,
15 questionnaires were usable, as 43% responsefrate different country region,
such as from Asia and Europe. Overall, studentsiged a vast amount of
information with their responses, the majority dfigh was very useful. The analysis
of pilot questionnaire data was superficial; iiedlon the mean scores derived from

responses to each question to identify problencptéstions.

The pilot test was used not only to refine the geand constructs used in the study,
but also to enable the researcher to clarify thedimg, content and general layout of

the survey.

Several themes arose from the respondent’s respdfisst, it seems that respondents
were generally familiar with the concept of e-comoee The majority of respondents
had online purchasing experience more than thraesyand using e-banking services
quite frequently, since 100% of them indicated they used e-banking services.
Second, nearly 80% of respondents satisfied withremerce and would continue to
do so. Third, there were varies opinions on thenentrust, online security, and
cultural influence, which indicated that the resptbvided different views from

different geographic areas.

After piloting the questionnaire, there was a needvaluate it in order to refine the
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final questionnaire (Appendix II). A few factorseted to be considered in the design

of the final questionnaire.

First, the time to complete the pilot questionnaiges shorter than expected, thus, the
number of questions needs to be increased (queBborsee Appendix Il). Second,
the questionnaire’s structure needed to be reagthnthe respondent profile section
had moved to the end instead of the beginning, hwbices respondent more paths to
answer all questions. Third, since the questioenaias translated into Chinese,
special attention was needed to ensure that tlgaidme used in translating it did not
affect the meaning and ideas. Fourth, some questi@ne redesigned from the final
guestionnaire, as they had not provided a cledruictson or answer (question C3,
Perceived risk section). Fifth, there was a needchange some questions into
different scale format to ensure the researchewissd) sufficient information
(Perceived risk section). Sixth, it was necessaryedduce open ended questions,
because respondents were reluctant or refuse toeartsese questions. Finally, the
questionnaire’s layout needed to be changed anobklet format to make it easier

for respondents to read and answer questions.

The final questionnaire was designed on the bdgla questionnaire findings. As

indicated above, there were several issues in ilbe questionnaire, which needed

rectifying. There are discussed in the next Section

The layout of the final questionnaire was improada result of the pilot study.

There were three substantial changes:
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Respondent information was placed on the last@ect questionnaire, to allow
respondents to concentrate more fully on quesiiotize main section.

The majority of questions were adopted in five-poinkert scale so that
respondents could indicate the extent to which thgyeed or disagreed with

statements.

Open-ended questions were reduced to focus prihcgaclose answer.
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4.8 Sample Selection

Preparatory work for the final questionnaire surugyolves identifying the sample
group. Great China Region (i.e. China, Taiwan awtdiKong) is a big geographic
area and there are millions of Internet users.a$ wnpossible to include all Internet
users in the sample due to time and cost constrafrcording to Hoinvilleet al
(1989), a decision about the survey population stemre from the purpose of the
survey than from sampling considerations. Therefaker considering various
factors, particularly cost, and time availabilithe researcher decided to use web

based survey to invite respondents to answer thstquinaire.

Sample size refers to the number of online visitorde included in this study.
Determining the sample size involved both qualiatnd quantitative considerations.

The qualitative considerations include (Malhorta)2):

e The importance of a decision. More information @necision are needed for an
important decision. This demands a larger samplke $ilowever, sometimes, as
the sample size increases, each unit of informasiabtained at greater cost.

e The nature of the research, i.e. whether the reseaiqualitative or quantitative.
Usually, a qualitative research does not requlesge sample size.

e Sample sizes used in similar studies.

e Incidence rates, i.e. the number of eligible resigmts.

e Completion rates, and

e Resource constraints, which include time, moneg,@rsonal.
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Quantitative considerations, as suggested by diftestatisticians, e.g., involve the

following issues:

e The absolute precision desired in the study. A égtel of precision requires a

large sample size.

e A specified level of statistical significance, whias also call alpha level
(significance level), or the odds that the obsemesiilt is due to chance. A high

significance level requires a large number samigke s

e The number of variables involved in the study. Thwemulative effects of

sampling error across variables can be reducedarga sample.

e The statistical techniques to be applied. If sapdated analysis of the data

using multivariate techniques is required, the darsjze should be large.

An appropriate sample size for a research can loelated. Formulas that calculate
the sample size based on the absolute precisioroagp to estimate a population
parameter with either a known population varianecean unknown population

variance can be found in many marketing researddied. However, the sample size

criteria based on estimating the population parameas no used in this study.

The required sample size in this research was pilyrdependent upon the variables
in the study and statistical techniques. Based omr€y and Lee’s (1992) sample
size guideline for factor analysis, a sample withcases is very poor; 100 cases is

poor; 200 cases is fair; 300 cases is good; 5@@rg good; and 1,000 is excellent.
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Tabachnick and Fidell (2006) stated that if thetdacanalysis is applied in an

exploratory or confirmatory study, a minimum of 3@3ponses will be required.

There are more suggestions on the decision of proppate sample size. However,
researchers need to be cautious about a large sazpl recommended by a given
guideline. A large sample size has potential drakbaAlthough an increase in
sample size reduces sampling error, it often léad@s increase in the total error of a
research effort because other errors increase thareproportionately with sample
size (Churchill, 2004). The larger the non respgm&blem, the greater the question
of whether the responses secured are representdtiie selected sample. Response
error can also increase when the sample size i®dsed. A large sample will
typically mean the use of more interviewers if stedy is being done by phone or in
person. This raises a host of issues with resgetid selection and training of the
interviewers so that they all handle the interviewghe same way. Otherwise, the

different responses secured can be as much aduarawftithe interviewers.

A study shows that non sampling error is the magntributor to total survey error,
while random sampling error is minimal (Churchi®004). Hair et al (2005)
indicated that over sensitivity would be causedalfpirly large sample size, such as
400 to 500. This means that it is possible tha¢atet! significant differences might

be cause by a large sample size rather than atitteaence among the respondents.

Therefore, Tabachnick and Fidell (2006) suggedtatih addition to considering the
number of variables, researchers should considestitistical and practical reasons
when deciding a sample size. Further, they alstedtthat researchers apply the

smallest number of cases that has a decent chdmewealing a relationship of a
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specific size.

Draw upon different views, the researcher of thiglg estimated that a sample size
between 200 and 300 would be sufficient and couttbmmodate different general
sample size requirements for applying the stasistiechniques and analysis. Any
sample size between 200 and 300 responses shoadoiogh to detect legitimately
significant difference and to prevent statisticaleio sensitivity toward slight

variations.

Data for this study were collected in a real sgttihe data collected from Internet
users in China, Hong Kong and Taiwan during theraemfrom June to July 2008.
The collection method was purposive, non-probabdampling conducted within the
areas involved. This study also uses factor armliggi certain questions to define

constructs. The data collection process includeddahowing steps:

1. The author designs a questionnaire and createq isurvey website

(My3Q.com) containing the survey instrument;

2. A short initiation message and the link to the URtlthe survey website was

designed and run on Gamer.com.tw’s front page #mer evebsites.

The survey was a self administered questionnaine. ifivitation message shown in
the front page of survey website was deliberatelsigh to revel the purpose of this
survey. Also the front page containing the authoostact information and a consent
letter assuring data confidentiality to the respartdand his/her rights as a voluntary

participant. Those who voluntarily chose to compléihe questionnaire at their
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convenience were instructed at the beginning ofdbhestionnaire that the survey
would take approximately ten minutes to completd #rey should answer all the
guestions. After respondent clicked a “submit” battplaced at the end of the

questionnaire, the respondent was re-directedharek you page.

This study strived to overcome some drawbacks itdtem web page based surveys.
For example, any respondent who was answer thdigaeagot his/her own Internet
Protocol address in data and this respondent das mot served the survey

instrument a second time. Thus, multiple responsakd be reduced to minimum.

The sample group was specifically selected to ssrea group of e-commerce users
that would be considered ‘early adopters’ and wassiclered to be a close match to
e-commerce users in developed countries (Bart.eR@D5). With previous research
experience in China and knowing the degree of enteroe and economic
development among the general populace, early adopiad been selected for this
survey because they can be consider as most lilsglgs of e-commerce, with access
to Internet, significant purchasing power, exposuee concepts and practice

worldwide and willing to try new things (Zhu, 2003)

The survey adopted a sample frame of general kettarsers in China, Hong Kong
and Taiwan. The sample group have different charatics, economic ability and
consumption behaviour, however, according to tleenestudies, students would be
the major group of respondents since student sanfigpbditate sample comparability
across different areas (Douglas & Craig, 1983)oA¥ite and Parsa (2005) indicated
that adopting students as survey sample is typicahsidered more applicable to

online consumers.
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The sample population was not intended to be aeseptative of the general
populace in Mainland China, Hong Kong and Taiwainc& the aim of this survey
was focuses on cultural influence, to get the amsiof actual users of e-commerce

was priority findings.

An online survey performed for obtaining data aadyét at online consumers. An
HTML format questionnaire was published on Web sitel respondents can be
hyperlink from other web site to the survey. Thedgtsubjects consisted of a panel

from an online survey website (http://www.my3q.chm/

The Internet offers both web based surveys andikfaongrospective researchers to
use for data collection (Sheehan and Hoy, 1999)eh page based survey refers to
that a researcher can posts a survey instrumenhernnternet and allows online
visitors self select answer and complete the sueyeb page based survey tends to
collect data from individuals all over the worldhd data collection in the Internet
questionnaire settings is believed to be more gpj@® and suitable for studies

addressing e-commerce.

The questionnaire was developed in English andslaged to Chinese by a person
whose first language is Chinese. This questionnaas initially administered as a
pre-test to small group of participants and themrewno major problems with
understanding the question. As the survey will beduicted in three different Asian
regions (China being predominantly Simplified Clsi@eversion, Hong Kong and
Taiwan being predominantly Traditional Chinese weTty three versions of the

questionnaire were administered. These two Chinesgons were then compared
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and no item was found to pertain to a specificuzaltcontext in terms of language.

As the survey was intended to apply to a wide gaalgcal area, the chosen method
of delivery was a Website hyperlink. The study jded links on several online stores
web site (Gamer.com.tw), newsgroups (PPX.net),nenfiorums (FDZ.com) and
Web-board postings (Discuss.com.hk) from differg@ographical area and by
inviting them to visit the online survey site (httpww.my3q.com/). The respondents
in this study were invited through click hyperlinkf web questionnaire. The
Gamer.com.tw, a disguised name for a real comniem&bsite, is the biggest
Chinese society portal and a combination of newsgnd online store. It provides
visitors with massive life and electronic relatafbrmation about digital products as
well as accepts orders on electronic related prtgd@@amer.com.tw has millions of
click every month. The visitors to Gamer.com.twresent a large group of online
visitors from different parts of the Great Chinagi@ and possess the information

sought by the researcher.

PPX.net newsgroups are Mainland China based arai§isom.hk discussion board
are Hong Kong based. FDZ.com is the combinatio@laha and Hong Kong online
forums. The language used on these web sites wasldvia respectively with

different version, i.e. Taiwan and Hong Kong basasb site would use Traditional
Chinese version text, and China based web sitedwosé Simplified Chinese version
text. These web sites were selected based on pdptganet portals and high level of
sufficient amount of web traffic, thus were consetkideal for this study (Kozinets,
2002). According to Klein (2005), the China basetkinet portals are less well
known outside Asia, but all have large number dfiters. The use of discussion

boards and online in Great China Region is higbhnFENNIC survey in 2007, more
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than 18 million Chinese Internet users regularlg dsscussion boards and online
forums to read news, search for information andatiebn different issues (CNNIC,
2009). Discussion boards and online forums are gemarce of information for

Internet customers or potential customers withffedént cultures, and thus provide a
potentially important source of e-commerce for ueficing purchase intention

(Kozinets, 2002).
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4.9 Data Analysis

The data analysis process involved two parts, olgathe data and analysing the data.
Che Rose (2002) suggests that before analysingattae it was necessary to clean the
data since data collected from multi methods atenohot clean, and needs to be

edited.

4.9.1 Cleaning the Data

The first step was to examine errors by a respanstka may have misunderstood an
instruction. The second step involves editing theadThis is an important process
because data provided by a respondent in open eestigns may differ from that

presented in the survey. Therefore, the researoened to classify any differences

in the editing process.

The third step was to code responses. An essgatiabf coding for survey analysis
is to ensure that each respondent has one andcodb for each variable (Wisker,
2001; De Vaus, 2002). Coding missing data is amothmacial part in this step.
Missing data arise because not all respondentseansach item in a questionnaire.
Reason for non response may include refusal to emswt ascertained, no opinion
on the question. There are no set rules as to pdréitular codes should be allocated
to missing data as long as the missing data codeti€onfused with the code for
valid response (Siegel and Castellan, 1988; De ,Va082). In this study, missing
data were coded in the blank as invalid responk&ghmvere not taken into account.

At this stage, raw data was manually inputted thteoSPSS data entry.
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4.9.2 Statistical Data Analysis

Generally, there are two types of statistical asialyparametric and non parametric
test. The first part of this section will discub® tchoice of non parametric statistical
techniques for the analysis of questionnaire resg®nwhile the second part will

discuss applicable statistical tests used in thidys

Hussey & Hussey (1997) noted that parametric amdpavametric techniques differ

according to their underlying assumptions wherediia is analysed. The parametric
test is based on the assumption that data is niyrmiastributed and samples come
from distributions with equal variance. It is udyamplemented when the sample is
large and the data are interval or ration scalesvé¥er, non parametric test is based
on the assumption that the data is freely disteButThe non parametric test is
generally utilised when the data is either ordorahominal. The advantages of using
non parametric test are (Hettmansperger and McK2888; Seigel & Castellan,

1988; Dixon-wood, et al., 2004):

1. Can be used for all types of data
2. Make few assumptions about the data
3. Available to treat data which are classificatorycategorical

4. Treat samples made up of observations from sedédfatent populations

However, it is necessary to mention that non patameests do have their
weaknesses. The main weakness of non parametiscisethat they tend to be less
sensitive than more powerful parametric tests, #refefore may fail to detect

differences between groups that actually do elatlént, 2003). Therefore, the study
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also used parametric tests as robustness che&ksamoine whether different results

exist by using parametric tests and non paramteisis.

It is sometimes unclear as to whether to use pdranoe non parametric statistics to
analyse questionnaire data. A questionnaire gdwemrlicits opinions on give

statements using a five point Likert scale. Theadatoduced from these ranked
guestions are ordinal. However, according to Gd@94), some researchers treat
such data as ratio data that can be analysed psirgmetric statistics. But this

treatment is inappropriate, because for the inteovaratio scale, the differences
between successive values must be equal. Silve7}Itbted that the differences are
not equal for the ordinal scale. For example, idiicult to say the difference

between neutral (3) and agree (4) is the sameaadétween agree (4) and strongly
agree (5). Essentially, non parametric tests coenfiea ranks obtained in the different
conditions of the independent variable. For examu& parametric statistics was use
by Solomon (1999) to test attitudes of questiormnaiespondents. Seigel and
Castellen (1988) argue that attitudinal surveyshsas the current research enquiry,

are more appropriately analysed using non paracrstatistics.

This study adopts the view that data from a questioe should be treated as ordinal
rather than interval. Therefore, non parametritstese utilised to indicate whether
differences occurred between two or three samplpulptions’ responses, and
whether the data derive from separate samplesrfidatperger and McKean, 1998;
Seigel & Castellen, 1988). However, one paramédse, factor analysis, is employed
in this study, as no non parametric equivalenthef test exists. For the analysis,
Statistical Package for Social Science (SPSS) arers#d and Microsoft Office XP

Excel software were used.
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4.9.3 Use of Non Parametric Statistical Tests

There are two different types of statistical teciueis: the descriptive statistical
method and the analytic method or statistical griee. The descriptive technique
refers to the transformation of raw data into arfdhat is easy to understand and
interpret, and it is mainly based on the calcutatod the mean, median, frequency
distribution, percentage distribution, etc (Silvé@97; Seigel & Castellen, 1998;

Sloomon, 1999).

Although descriptive statistics can provide an allempression of respondents’ view,
for example, a ranking of their responses to atgquesthey do not test significance
and therefore cannot be used for hypothesis tes8tagistical inference indicated
how reliable descriptive are and whether they caigdneralised with a given degree
of confidence (Hettmansperger and McKean, 1998)e$& Castellen, 1998; Pallamt,
2001). Statistical inferences in this research wesed to make inferences from

sample statistics to the population parameter.

The signed rank test is a powerful test, as it do@sjust compare the sign of the
differences, it also compares the size of the wdiffees, therefore, Seigel and
Castellen (1988) indicated thaht researcher can make the judgement of “greater
than” between any pair’s two value as well as bemweany two difference score

arising from any two pairs(p. 87).

The study’s hypotheses were examined using ther®p@& rank order correlation
test. Spearman’s test was utilised to describastiiemgth and direction of relationship

between variables. A positive correlation indicafest as one variable increases, so
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does the other. A negative correlation indicateat s one variable increases, the

other decreases.
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4.10 Summary

This chapter has discussed the research methodalaycollection and analysis. In
the first section, the descriptive and explanategearch approaches have been
presented, the advantages of qualitative and datmé methods have been
examined and the situations in which they are blathave been explained. Issues
relating to reliability and validity have also begiscussed. In the second section, the
rationale for selecting an online questionnaireveyrhas been considered, and its
strengths and weakness discussed in depth. Mordgbeedata collection strategy and
process which involve two parts: a pilot questioremand final online questionnaire
survey have been explained in full, including saang@ésign, question construction
and perceived response rate. Attentions have badrtgincorporate advice from the
literature and existing theory into the researchigte Finally, the data collection
strategy was presented and the types of statigechhiques implement to analyse
data were explained. The next chapter will anafrse discuss main findings derived

from the online questionnaire survey.
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CHAPTER 5

ANALYSIS OF RESULTS |

5.1 Introduction

The objective of this chapter is to analyse quesiiire responses and provide the
results of the statistical analyses. Section 5eaqmts the sample size and response
rate of the survey, includes demographic infornrmatdd respondents. This chapter
examines all respondents’ opinions on online treesturity issues, cultural influence,
purchased intention and risk perception on e-coroen@llowing by an analysis of
respondents’ general perception of risk in Sectid Descriptive statistics analysis
was applied to each question to discover resposdpreferred responses to state

proposition. Section 5.4 summarises the chapter fiv

130



5.2 Sample Size and Response Rate

Three different geographic areas were selected féseat China Region, which are
Mainland China, Taiwan and Hong Kong. 692 questhimres were answered in total
via Internet. However, 29 were unable to complelt®le questionnaire and 14 were
inappropriate response for reasons, such as resptsndas not include in target area.
Consequently, 649 questionnaires were useable falytcal purposes, and
generating a usable rate of 93.8%. Incorporatieddbt that Gamer.com.tw, PPX.net,
FDZ.com and Discuss.com.hk have thousands of visiteryday but it took more
than four weeks for this study to obtain 692 resgsnit was estimated that actual
response rate to this survey was lower than oneeper According to Malhorta

(1999), web based surveys usually have poor respais.

Respondents’ location was also examined. TablePart A shows that 394 (60.7%)
respondents came from Mainland China, 214 (33%)omdents were from Taiwan
and only 41 (6.3%) respondents were from Hong Kding: respondents’ gender was
almost evenly distributed, with approximately 5%gamt male and 45 percent female
(see Table 5.1 Part B). The gender of the Chinatmag Kong respondents was
evenly mixed (China: 47% males & 53% females; H&wymg: 44% males & 56%
females), while the majority of the Taiwan (72.4%spondents were males (see
Table 5.1 Part C & D). The gender distributiontwé China respondents was different
from the findings of CNNIC report (2007), which sted that 58% of Internet users
were males. The gender percentage of the Hong Kesppndents was comparable to
the result of Hong Kong in Figures (2008), whictpaged that 52.5% of the

respondents were females.
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Table 5.1 Sample size

Part A: Questionnaire Response

Sample size

Number Percentage%
Total Response 692 100%
Incomplete questionnaire 29 4.2%
Inappropriate response(other) 14 2.0%
Total usable response 649 93.8%
China 394 60.7%
Taiwan 214 33.0%
Hong Kong 41 6.3%

Part B: Total Usable Response Between Male and leema

Total usable response 649 100%
Male 360 55.5%
Female 289 44.5%

Part C: Male Response

Total Male 360 100%

China 187 51.9%
Taiwan 155 43.1%
Hong Kong 18 5.0%

Part D: Female Response

Total Female 289 100%
China 207 71.6%
Taiwan 59 20.4%
Hong Kong 23 8.0%
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Despite the best endeavours of survey design, timer@sponse is more likely to
occur in any circumstance. According to Wallace dllor (1998), there are two
types of non-response: unit non-response and imresponse. Unit non-response
exits when certain types of people decline to pidie in the study or be
incontactable, for example people who never acdesséhe Internet will not able to
participate to this survey. Iltem non-response megawple who do participate in
some types of questions decline to answer particypeses of question. The unusable
guestionnaires were incomplete may due to respasdensitive to question relate to
their personal status or privacy. There are thrmggraaches to reduce this bias.
Armstrong and Overton (1977) suggested that thst fmmethod is using the
extrapolation techniques, which means comparinglyedo late responses.
Extrapolation methods are based on the conceptstiigects who respond late are
similar to non-respondents (Pace, 1939). Late redga refers to the response
generated by a stimulus, such as follow-up leta@m&trong and Overton, 1977). The
minimum number of late respondent is 30 that casuenit is large enough to be

meaningfully and practically (Lindnet al, 2001).

Respondents were given the opportunity to providgraphic details and allowed to
reply anonymously. Only twenty nine respondentsigied their contact information
for further research. This reflected the conseveatiature of Chinese people, who are
reluctant to disclose personal information to peoplhhom they do not know or

familiar with.

This part of the questionnaire focuses on respdstleducational background and
Internet experience. Regarding respondents’ acadéackground 649 of the 692

revealed their educational details. Of whom 4094pBeld a Bachelor degree (Table
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5.2, Part A) which indicates that majority of tlespondents was well educated. The
education level of respondents was higher than Bigiool (93.6% of the China
respondents, 87.8% of the Taiwan respondents, #&n#%P of the Hong Kong
respondents). Further, 47.8% of respondents weze bgtween 19 and 30 (Table 5.2,
Part B). Age was measured as an open-ended itesrifg that the respondents were
19 to 30, but the results were organised in siegaies for the purpose of
presentation. It can thus be concluded that resggdedwere young generation,
experienced with Internet techniques, and who vedle to judge and evaluate the
questionnaire’s contents. In addition, Hong Kong faamuch higher percentage of
respondents in the age of over 40 years old thanaCénd Taiwan (Hong Kong:

31.7%, China: 17%, Taiwan: 12.6%).

These results were no different to other studi¢schvindicate that the respondents to
this survey were not abnormally representing a wamigroup of Internet users and
representing a group of typical Internet users.rdfoee, it seems safe to say that the

non-response bias was not a problem in this study.
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Table 5.2 Respondents’ Biographic Details

Part A: Respondents’ Academic Background

Education Level

China Taiwan Hong Kong Percentage
Lower than high school 7 8 1 2.5%
High school 18 18 3 6.0%
Vocation/Technical school 60 44 10 17.6%
Degree/ undergraduate 264 126 19 63.0%
Master/ postgraduate 40 15 6 9.4%
PhD/ DBA 5 2 2 1.4%
Others 0 1 0 0.2%
Part B: Respondents’ Age
Age Group

China Taiwan Hong Kong Percentage
Less than 18 2 52 3 8.8%
19-30 194 103 13 47.8%
31-40 131 32 12 27.0%
41-50 46 19 7 11.1%
51-60 17 7 4 4.3%
More than 61 4 1 2 1.1%
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Part C: Respondents’ Occupation

Occupation

China Taiwan Hong Kong Percentage
Managerial 11 9 3 3.5%
Professional 24 3 2 4.5%
Academic/Educator 30 5 3 5.9%
Computer Technical 52 36 5 14.3%
Service 61 24 6 14.0%
Clerical/Administrative 67 3 4 11.4%
Sales/Marketing a7 4 7 8.9%
Full- Time Student 77 113 7 30.4%
Self-employed 18 2 2 3.4%
Unemployed 7 14 1 3.4%
Retired 0 1 1 0.3%
Other 0 5 0 0.8%

649 respondents were participated in the survey,vi®e full time students (Table
5.2, Part C). According to Kovar et al. (2000),d&tat-subjects provide a reasonable
surrogate for online consumers who tend to be yeuragd more educated than
traditional consumers. Respondents’ Internet usage familiarity of Internet were
high which indicated they possessed enough expriemd knowledge of using
Internet. It also confirmed in Kotkin's (1998) stu@nline consumers were generally

younger and more educated than conventional corrsume

Respondents’ previous experience with Internet exasnined and presented in Table
5.3 Part A. The frequency of Internet usage inéidathat more than half of

respondents were experienced Internet users (aBJePart A). The survey results
also showed that the 79.1% of China respondents Imgrnet experience exceeding
7 years, compare to 50% of Taiwan respondents 8nt¥®iHong Kong respondents,

which indicated China respondents had more Intexxgérience than other regions.
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More than half (54.2%) of the respondents said thegessed to the Internet from
home (Table 5.3, Part C). The largest percentagev@fage daily Internet usage was
3-5 hours (49.6%), followed by 1-3 hours (35%). YOhI2% of the respondents used
the Internet more than 10 hours per day (Table Ba3t B). More than 80% of the

respondents in the three regions said their daifga of Internet was about 1-5 hours.

More than 90% of Hong Kong and Taiwan respondemigonted having an
e-commerce experience, while only 84% respondenta China had done so. The
Taiwan respondents spent more online hours pethdaythe other groups (Table 5.3,

Part B).

Table 5.3 Respondents’ Online Details

Part A: Respondents’ Internet Experience

Internet Experience

China Taiwan Hong Kong Percentage
Less than 3 years 4 4 2 1.5%
3 ~5years 21 25 7 8.2%
5~ 7 years 57 77 12 22.5%
More than 7 years 312 108 20 67.8%
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Part B: Respondents’ Average Online Hour

Online Hour Per Day

China Taiwan Hong Kong Percentage
Less than one hour 15 4 3 3.4%
1 ~ 3 hours 152 58 17 35.0%
3 ~5 hours 224 79 19 49.6%
6 ~ 10 hours 2 67 1 10.8%
Above 10 hours 1 6 1 1.2%

Part C: Place Access to Internet

Place Access to Internet

China Taiwan Hong Kong Percentage
Home 167 152 21 52.4%
School, college or university 107 30 10 22.7%
Work place 77 29 4 16.9%
Public building (e.g. library) 24 2 4 4.6%
Commercial service 19 1 2 3.4%

Approximately 64% of all respondents have purchgsedlucts or services at least
once from any web site in the past 12 months (TallePart A). In terms of time on
Internet, approximately 68% of all respondents hiasd access to the Internet for
more than seven years (Table 5.3, Part A). More 8@#6 of Hong Kong respondents
had high volume online purchase which was average 80 times over last year
(Table 5.4, Part A) but the average first time pase via Internet was less than three
years ago (Table 5.4, Part B). Interestingly, th&t lpurchase online was within a

month for majority of Taiwan and Hong Kong respamdeTable 5.4, Part C).

Over 80% of all respondents do not use e-bankingces at all (Table 5.4, Part D)
and 13. 7% of the respondents had never purchasednternet, especially the

respondents from Mainland China (16%). Interesyingbmparing with the pilot
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study result, more than 85% of all respondents bs&tl e-banking services. The
results suggest that Chinese Internet users may financial services or products as
sensitive issues, and were therefore concernedt axmuessing their personal data

and privacy, confirming the conservative charast@s of Chinese Internet users.

Table 5.4 Respondents’ Online purchase attitude

Part A: Respondents’ Online Purchase Frequency

Purchase Frequency

China Taiwan Hong Kong Percentage
Once 76 23 4 15.9%
2-5 times 158 79 11 38.2%
6-10 times 44 36 21 15.6%
More than 10 times 52 55 1 16.6%
Never 64 21 4 13.7%

Part B: First Time to purchase via Internet

First Time

China Taiwan Hong Kong Percentage
Within this week 14 11 2 4.2%
Within this month 17 18 4 6.0%
Within this year 50 40 10 15.4%
1- 3 year ago 87 47 16 23.1%
More than 3 years ago 162 77 5 37.6%
Never 64 21 4 13.7%
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Part C: Latest Purchase from Internet

Last Time

China Taiwan Hong Kong Percentage
This week 27 56 6 13.7%
This month 52 91 19 25.0%
Within this year 117 36 12 25.4%
More than 1 year ago 134 10 0 22.2%
Never 64 21 4 13.7%

Part D: Respondents’ e-Banking Usage

E-Banking

China Taiwan Hong Kong Percentage
Yes 71 48 10 19.9%
No 323 166 31 80.1%

Part E: Type of product purchased via Internet

Type of product

China Taiwan Hong Kong Percentage
Digital products 41 51 7 15.3%
Electronics 11 30 2 6.6%
Books 24 37 15 11.7%
Groceries 8 1 1.8%
Flowers 1 3 0 0.6%
Fashion and apparel 33 16 3 8.0%
Tickets 73 7 5 13.1%
Toys 22 20 2 6.8%
Financial services 7 4 1 1.8%
Not applicable 64 21 4 13.7%
Others, please specify: 115 17 1 20.5%

To the open-ended question asking for the typeproflucts they purchased, the

respondents answered with a variety of productsthBy the preference of product

was diversify which is different from other prevstudies (Yang, 2007). This result
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also indicated that wide range of products had hmenhased over Internet during
last few years and respondents were familiar witbormerce through online
purchasing (Table 5.4, Part E). Digital productacl{iding CDs, DVDs, and
instruments), tickets (including travel related gwots, concern tickets) and books
(including magazine, novel, text book) were the tmfosquently purchased items.
According to Ernst and Young (2003), books and @Qi#se among the top four

online purchase categories in most countries.

Further, the preference of product was diversifyciwhs different from other studies.
This result had slightly changed since Yang’s syrive2007, which book magazine
was on top ranking and other was the bottom. Tkeltralso indicated that wide
range of products had been purchased over Intetnghg last few years, for
examples, beauty supplies, online game vouchenitfwe, cake, bike lock, pet
supplies and health supplies. Especially the beanagucts and online game voucher

had been raised several times in the survey results

More than 90% of Hong Kong and Taiwan respondemigonted having an

e-commerce experience, while only 84% respondeats China had done so (Table
5.4, Part B). Comparing to CNNIC survey in 2003lyd8¥% of Internet users have
purchased something online. Taiwan respondentst spere online hours per day
than the other groups (Table 5.3, Part B) but teguency of online purchasing did

not increase significantly (Table 5.4, Part A).

Near 50% of all respondents were satisfied withcpases via Internet (Table 5.5,
Part A) and more than half of all respondents wauldichase again via Internet

(Table 5.5, Part B) and recommend to their famitgd &iends (Table 5.5, Part C).
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However, the average length of completing a puehadine seemed to be long
(more than 30 minutes) (See Table 5.5, Part Dy thay due to familiarity of
different web site interface or other reason. Naldp more than 50% of all
respondents answered that the main reason to [sarcte Internet was convenience,
followed by bargain price (Table 5.5, Part E). Ttasult also confirms with Chen and

Chang’s research (2003).

Table 5.5 Respondents’ Online purchase outcome

Part A: Respondents’ satisfaction of Online Purehas

Satisfaction
China Taiwan Hong Kong Percentage

Very satisfied 17 43 3 9.7%
Satisfied 143 95 20 39.8%
Neither 118 41 7 25.6%
Dissatisfied 31 11 5 7.2%
Very dissatisfied 21 3 2 4.0%
Never 64 21 4 13.7%

Part B: Respondents’ possibility of Online Purchase

Same Goods

China Taiwan Hong Kong Percentage
Definitely yes 131 59 7 30.4%
Possibly 182 136 25 52.9%
Probably not 37 15 4 8.6%
Definitely no 44 4 5 8.2%
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Part C: Recommendation of Online Purchasing

Recommendation

China Taiwan Hong Kong Percentage
Definitely 65 15 2 12.6%
Possibly 158 123 28 47.6%
Probably not 132 65 7 31.4%
Definitely not 39 11 4 8.3%

Part D: Time spent on Online Purchase

Time Spent

China Taiwan Hong Kong Percentage
Less than 10 minutes 35 19 5 9.1%
11~30 minutes 87 53 2 21.9%
31~45 minutes 20 41 3 9.9%
46~60 minutes 149 18 22 29.1%
More than 1 hour 39 62 9 16.9%
Not applicable 64 21 4 13.7%
Part E: Reason of Online Purchase
Main Reason

China Taiwan Hong Kong Percentage
Convenience 213 98 26 51.9%
Time saving 51 24 7 12.6%
Bargain price 65 41 3 16.8%
Secure transaction 2 5 0 1.1%
Range of products 41 29 4 11.4%
Other 22 17 1 6.2%
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5.3 Descriptive Statistics Analysis

All respondents were provided with a list of 24tastaents related to online trust,
online security, cultural influence, purchased mtiten and risk perception of
e-commerce. Then they were asked about the extethiew agreement with these
statements. Each statement was assessed sepdoat€lirina, Taiwan, and Hong
Kong. Thus, the purpose of this section is to reporthe analysis of respondents’
attitudes on these statements. SPSS was usedctdatalthe means and standard
deviations for each statement. As these statenaeateelated to five different issues,

this section divides into five parts.

5.3.1 Online Trust

Using a scale of 1 (strongly disagree) to 5 (stlpagree), respondents were asked to
indicate their level of agreement with the preseéngsues of online trust. Table 5.6
shows frequencies and percentages of the respendenteach statement. The
average score has been computed by taking thematith mean of the rank number
given by each respondent, i.e. 1 means strongagdee and 5 means strongly agree.
The standard deviation of the scores is also showithe table to provide an
indication of relative homogeneity of responses.sMof response for all of these
statements rises above a midway rank of 3. Desggigtatistics reveal statement (2)
had the highest mean of 3.65 and more than 60%esgondents agreed/strongly
agreed with this statement. This suggests resptsmdended to believe online

vendors provide sufficient product information.

Respondents’ expressed less support for staterhemihijch achieved a mean score
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of 2.98. The statement (1) suggests that “I hawé fa humanity”. The results in
table 5.6 part A indicate that 26% of the respotslagreed with this statement, while
19% of them tended towards rejecting this statenard 54.9% provided an
undecided view. Hong Kong respondents tended te hmawre disagreed opinion
comparing with other regions. The main score fog flatement is 2.98. This finding
also confirms to Hofstede (2001) study that coiests were difficult to trust
outsider. This result also suggests that Chines&ret users are relatively easy to
develop trust and do not find significant differeacacross China, Taiwan and Hong

Kong.

Statements (2) and (4) introduce that “more the#b Bdline vendors provide correct
and sufficient information, keep their promise awthieved customer expectations”.
Over 50% of respondents agree/strongly agree witerment (2) and (5), whereas
only less than 15% strong disagree/disagree wigtmthThe findings suggest
respondents agree that most online vendors praodect product information and

keep their promises and commitments.

Although more than half of respondents were agréb statements (2) and (4),
statements (3) and (5) did not provide a similaule Nearly 50% of respondents
expressed less support with these two statemehits stiggests respondents tended to
believe online vendors but they were not sure wdrethnline vendors provided
sufficient information and achieved customers’ etpgon. According to Gefen
(2000), online trust is an important factor of camers’ assessment, whether the

online vendor is trustworthy.
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Table 5.6 Respondents’ Online trust

Part A: “I have faith in humanity”

Online Trustl

China Taiwan  Hong Kong Average Overall

Strongly Disagree 7.1% 8.5% 9.7% 7.7%
Disagree 10.9% 10.7% 17.1% 11.2%
Neutral 56.1% 53.3% 51.2% 54.9%
Agree 22.1% 23.8% 22.0% 22.7%
Strongly Agree 3.8% 3. 7% 0.0% 3.5%
Mean 3.05 3.04 2.85 2.98
Standard Derivation 0.986 0.984 1.002 0.989

Part B: “More than 50 per cent of online vendomviate correct information about
the items that | want to purchase”

Online Trust2

China Taiwan Hong Kong Average Overall

Strongly Disagree 5.3% 3.3% 0.0% 4.3%

Disagree 9.9% 6.5% 2.4% 8.3%

Neutral 25.9% 25.2% 31.7% 26.1%

Agree 50.0% 44.9% 53.7% 48.5%

Strongly Agree 8.9% 20.1% 12.2% 12.8%

Mean 3.47 3.72 3.76 3.65
Standard Derivation 0.886 0.879 0.903 0.878
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Part C: “More than 50 per cent of online vendovpate useful and sufficient
information”

Online Trust3

China Taiwan Hong Kong Average Overall

Strongly Disagree 3.8% 3.3% 0.0% 3.4%
Disagree 7.9% 13.6% 9.8% 9.8%
Neutral 46.4% 38.3% 34.1% 43.0%
Agree 40.1% 37.3% 48.8% 39.8%
Strongly Agree 1.8% 7.5% 7.3% 4.0%
Mean 3.28 3.32 3.54 3.38
Standard Derivation 0.925 0.918 0.941 0.924

Part D: “More than 50 per cent of online vendorggkpromises and commitments”

Online Trust4

China Taiwan Hong Kong Average Overall
Strongly Disagree 5.8% 4.2% 2.4% 5.1%
Disagree 10.7% 7.1% 7.3% 9.2%
Neutral 21.1% 38.3% 34.1% 27.6%
Agree 59.9% 43.9% 46.4% 53.8%
Strongly Agree 2.5% 6.5% 9.8% 4.3%
Mean 3.43 3.42 3.54 3.46
Standard Derivation 0.895 0.889 0.901 0.893
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Part E: “More than 50 per cent of online vendoesv&ces meet my expectations”

Online Trust5

China Taiwan Hong Kong Average Overall
Strongly Disagree 3.8% 4.2% 4.9% 4.0%
Disagree 13.7% 27.1% 14.6% 18.2%
Neutral 62.2% 44.4% 46.3% 55.3%
Agree 17.0% 21.0% 24.4% 18.8%
Strongly Agree 3.3% 3.3% 9.8% 3.7%
Mean 3.02 2.92 3.20 3.05
Standard
o 0.934 0.926 0.96 0.933
Derivation
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5.3.2 Online Security

Respondents’ understanding of the online secusgyas was elicited by asking them
to indicate their level of agreement with five itemsing a Likert scale ranging from

1 (strongly disagree) to 5 (strongly agree). Tdble Part E shows statement (5) had
the highest mean scores of 4.14. More than 70%esandents strongly agree or
agree with this statement. The findings suggegptardents recognised a need of
multiple third party certifications during onlinaugghasing process. Several studies
indicated that online vendors can enhance consumise trust through multiple

third party certifications (Hoffmaat al, 1999).

Unsurprisingly, statement (4) received the lowestamscore (2.73), near 30% of
respondents strongly disagree or disagree thatd# safe to use credit card online.
Previous research has also demonstrated thatitheudstantial risk when consumers
use credit or debit card over the Internet (Pavi®dd03). Although respondents
recognised this credit card issue, over 40% ofaedpnts were not sure about this
issue, this may due to Chinese Internet users are fikely to use other payment

system (e.g. Pay On Deliver) rather than usingitoadd online.
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Table 5.7 Respondents’ Online Security

Part A: “More than 50 per cent of online vendorglement security measures to

protect Internet shoppers”

Online Security 1

China

, Hong
Taiwan Percentage Overall

Kong

Strongly Disagree 2.3%

Disagree 5.3%
Neutral 51.0%
Agree 33.3%
Strongly Agree 8.1%
Mean 3.40

Standard Derivation 0.912

6.5% 7.3%
20.1% 9.8%
43.5% 63.4%
27.1% 17.1%

2.8% 2.4%
3.00 2.98
0.91 0.917

4.0%
10.5%
49.3%
30.2%

6.0%

3.12
0.915

Part B: “More than 50 per cent of online vendorsally ensure that transactional
information is protected from accidentally beingee¢d or destroyed during a

transmission”

Online Security 2

China

Hon

Taiwan J Percentage Overall
Kong

Strongly Disagree 5.3%

Disagree 9.6%
Neutral 60.4%
Agree 16.5%
Strongly Agree 8.2%
Mean 3.12

Standard Derivation 0.95

8.4% 4.9%
14.0% 17.0%
40.2% 53.7%
34.1% 22.0%
3.3% 2.4%
3.10 3.00
0.949 0.969

6.3%
11.5%
53.3%
22.7%

6.2%

3.07
0.949
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Part C: “More than 50 per cent of online vendovpte sufficient information when

| try to make a transaction”

Online Security 3

China  Taiwan Percentage Overall
Kong
Strongly Disagree 2.3% 4.7% 2.4% 3.1%
Disagree 5.3% 10.7% 4.9% 7.1%
Neutral 21.8% 34.6% 26.8% 26.3%
Agree 61.7% 41.1% 63.5% 55.0%
Strongly Agree 8.9% 8.9% 2.4% 8.5%
Mean 3.70 3.39 3.59 3.56
Standard Derivation 0.921 0.918 0.935 0.92

Part D: “| feel safe to use my credit card to pas#online in most cases”

Online Security 4

) , Hong
China  Taiwan Percentage Overall

Strongly Disagree 3.1% 22.9% 26.8% 11.0%
Disagree 13.2% 28.5% 17.1% 18.5%

Neutral 49.7% 32.7% 39.1% 43.5%

Agree 23.1% 14.0% 14.6% 19.6%

Strongly Agree 10.9% 1.9% 2.4% 7.4%

Mean 3.26 2.43 2.49 2.73
Standard Derivation 1.049 1.039 1.052 1.049
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Part E: “It is important to me that the online venchas multiple third party
certifications”

Online Security 5

) , Hong
China  Taiwan Percentage Overall
Kong

Strongly Disagree 4.0% 1.9% 2.4% 3.2%
Disagree 2.8% 1.4% 4.9% 2.5%
Neutral 11.4% 19.6% 19.5% 14.6%
Agree 20.6% 42.5% 34.1% 28.7%
Strongly Agree 61.2% 34.6% 39.1% 51.0%
Mean 4.32 4.07 4.02 4.14
Standard Derivation 0.885 0.876 0.887 0.884

5.3.3 Cultural Influence

Table 5.8 presents the differences of the respdademoss China, Taiwan and Hong
Kong in terms of cultural influence. Respondentseassked to indicate their opinion
on four statements regarding the cultural influemce-commerce. Table 5.8 Part D
shows statement (4) received the highest mean g&88), eliciting agree or
strongly agree from 67% of respondents. The amalgsiggests that majority of
respondents are willing to spend time on checkirgglypct physical condition before
purchasing online. This finding suggests that Cégneonsumers were used to have
psychical contact with product which could redube uncertainty of the trading

parties.

Statement (1) elicited lowest agreement, achieangean of 3.27. Nearly 40% of
respondents agreed that they would take advice friemds or family whether they
should purchase online. Moreover, the standardatiewis of statements (1) and (2)

were relatively large (1.03 & 1.017) implying theaere more distant from the mean.
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More than 50% of respondents agreed or stronglgembwith statements (2) and (3).
These findings suggest that family, friends andugir community member have a
direct influence on the implementation of e-commeiihis finding is consistent with
previous studies. According to Chen al (2008), Chinese respondents are more
willing recommend the web site to others. Furtmeast Internet users would take
advice from other users around them on Internethmase decisions (Tan, 1999).
Online forums and discussion board are regarded &m0l helping consumers to
develop long-term trust with web sites and rathantonline initial trust (Doney and

Cannon, 1997).

Table 5.8 Culture Influence

Part A: “I would take my friend’s / family’s advicghether | should purchase online”

Culture Influence 1

. , Hong
China Taiwan Percentage Overall
Kong
Strongly Disagree 1.3% 7.5% 2.4% 3.4%
Disagree 16.8% 18.7% 12.2% 17.1%
Neutral 41.6% 37.9% 36.6% 40.1%
Agree 33.2% 27.6% 39.0% 31.7%
Strongly Agree 7.1% 8.3% 9.8% 7.7%
Mean 3.28 311 3.41 3.27
Standard Derivation 1.029 1.031 1.018 1.03
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Part B: “I would take advice from members of thetual community whether |
should online purchasing”

Culture Influence 2

. , Hong
China Taiwan Percentage Overall
Kong
Strongly Disagree 1.3% 7.0% 2.4% 3.2%
Disagree 9.9% 7.9% 7.3% 9.2%
Neutral 34.5% 31.8% 26.8% 33.1%
Agree 38.3% 43.5% 41.5% 40.2%
Strongly Agree 16.0% 9.8% 22.0% 14.3%
Mean 3.58 341 3.73 3.57
Standard Derivation 1.013 1.01 1.022 1.017

Part C: “It is important to me that a person/ fdeecommend a website to me before
| purchase online”

Culture Influence 3

_ _ Hong
China Taiwan Percentage Overall
Kong
Strongly Disagree 6.3% 5.6% 2.4% 5.9%
Disagree 11.9% 7.5% 4.9% 10.0%
Neutral 26.4% 33.2% 53.7% 30.4%
Agree 43.0% 38.7% 24.4% 40.4%
Strongly Agree 12.4% 15.0% 14.6% 13.3%
Mean 3.43 3.50 3.44 3.46
Standard Derivation 0.978 0.972 1.002 0.983
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Part D: “For goods, checking the physical conditadrsimilar products is necessary
before | purchase online”

Culture Influence 4

. , Hong
China Taiwan Percentage Overall
Kong
Strongly Disagree 2.0% 2.3% 0.0% 2.0%
Disagree 13.2% 5.7% 4.9% 10.2%
Neutral 17.3% 26.6% 14.6% 20.2%
Agree 36.5% 36.9% 53.7% 37.8%
Strongly Agree 31.0% 28.5% 26.8% 29.8%
Mean 3.81 3.84 4.02 3.89
Standard Derivation 0.97 0.952 1.003 0.97
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5.3.4 Purchase Intention

Table 5.9 shows five statements which were incajgor into the online
guestionnaire survey of this study to examine redpats’ views on their purchase
intention of e-commerce. Respondents were askeddioate their views on each
statement selecting a score range 1 (strongly kisagto 5 (strongly agree).
Descriptive statistics (Table 5.9 Part B) revealtesnent (2) had the highest mean
score of 3.73 with a standard deviation of 0.9lis ®Buggests respondents tended to
agree that they could save time by using e-comme&teements (3) and (4) had
means of 3.72 and 3.45. More than 50% of resposdamteed or strongly agreed
with these statements. Respondents’ expressedsiggmort for statement (5) which
achieved a mean score of 2.95. Although respondeave a clear intention to
continue using e-commerce for many reasons in dutitr does not mean that

e-commerce will replace traditional market methodsther alternatives.

Table 5.9 Part A shows statement (1) had the meanesof 3.48. 44.4% of
respondents agreed or strongly agreed with staterfign whereas only 12.6%
strongly disagreed or disagreed with the statenié.findings suggest respondents
recognised price sensitivity, especially more th®% of Hong Kong respondents
agreed or strongly agreed with this statement. & eglings support those studies
reported that the high price sensitivity of Chinesasumers (Kolodonsky, 1990; Cao,

Fan & Woo, 1997; Fang, 1999).
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Table 5.9 Respondents’ purchase Intention

Part A: “I can save money by online purchase”

Intention 1
China  Taiwan Percentage Overall

Kong
Strongly Disagree 3.3% 3.3% 0.0% 3.0%
Disagree 9.4% 11.2% 2.4% 9.6%
Neutral 45.2% 40.2% 36.6% 43.0%
Agree 31.7% 35.0% 51.2% 34.1%
Strongly Agree 10.4% 10.3% 9.8% 10.3%
Mean 3.37 3.38 3.68 3.48
Standard Derivation 0.933 0.926 0.944 0.931
Part B: “I can save time by online purchase”
Intention 2

) , Hong
China  Taiwan Percentage Overall

Kong
Strongly Disagree 2.3% 2.3% 2.4% 2.3%
Disagree 2.8% 5.1% 4.9% 3. 7%
Neutral 38.8% 12.6% 24.4% 29.3%
Agree 49.7% 47.7% 65.9% 50.1%
Strongly Agree 6.4% 32.3% 2.4% 14.6%
Mean 3.55 4.02 3.61 3.73
Standard Derivation 0.912 0.905 0.941 0.91
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Part C: “Online purchase increases my productivityhopping”

Intention 3

) _ Hong

China  Taiwan Percentage Overall
Kong

Strongly Disagree 1.0% 3.7% 2.4% 2.0%
Disagree 11.7% 10.7% 7.3% 11.1%
Neutral 15.2% 23.8% 9.8% 17.7%
Agree 59.9% 46.3% 63.4% 55.6%
Strongly Agree 12.2% 15.5% 17.1% 13.6%
Mean 3.71 3.59 3.85 3.72
Standard Derivation 1 0.996 1.012 1

Part D: “I am likely to purchase online within a ntb”

Intention 4
) _ Hong
China  Taiwan Percentage Overall
Kong
Strongly Disagree 5.1% 5.1% 0.0% 4.7%
Disagree 9.9% 10.3% 34.1% 11.6%
Neutral 11.7% 30.8% 41.5% 19.9%
Agree 40.1% 36.0% 17.1% 37.3%
Strongly Agree 33.2% 17.8% 7.3% 26.5%
Mean 3.87 3.51 2.98 3.45
Standard Derivation 1.066 1.056 1.079 1.066

Part E: “I intend to continue purchasing onlinéheatthan use other alternative”

Intention 5

) , Hong

China  Taiwan Percentage Overall
Kong

Strongly Disagree 16.2% 4.6% 2.5% 11.5%
Disagree 18.3% 20.1% 19.5% 19.0%
Neutral 47.5% 44.4% 51.2% 46.7%
Agree 14.0% 20.6% 26.8% 16.9%
Strongly Agree 4.0% 10.3% 0.0% 5.9%
Mean 2.71 3.12 3.02 2.95
Standard Derivation 1.01 1.003 1.029 1.01
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5.3.5 Risk Perception

This section analyses respondents’ perception s, including product risk and
financial risk. Descriptive statistic analysis wasiployed to indicate respondents’
strength of agreement with each statement. AccgrtbnCorbitt et al. (2003), the
respondents’ Internet experience did not have fsogmt impacts on respondents’ risk
perception on e-commerce. It can be argued thatategion in different regions
might reflect different risk perceptions and, thesspondents’ attitude toward

e-commerce may be different between the areas.

Respondents’ agreement level and mean scores asenped in Table 5.10. The
statement (1) has the highest mean score (3.76)arid% of respondents agreed/
strongly agreed that there was higher product cmkpare with traditional ways of

shopping. The statement (2) has the second higheah score (3.74). Furthermore,
Table 5.10 Part A and B reveal the mean scorethifirst two statements are very
close, implying that respondents concurred thatrarerce involve more product
risk and financial risk. Statement (5) received lingest support from respondents
(mean = 2.34). Only 5.9 % of respondents would tadeglium/significant risk to

make a purchase online.
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Table 5.10 Respondents’ risk perception

Part A: “Purchasing from Internet would involve ragroduct risk when comparing

with traditional ways of shopping”

Risk 1

) , Hong

China  Taiwan Percentage Overall
Kong

Strongly Disagree 3.0% 7.5% 4.9% 4.6%
Disagree 5.7% 2.3% 7.3% 4.6%
Neutral 9.1% 19.6% 26.8% 13.7%
Agree 45.9% 52.8% 53.7% 48.7%
Strongly Agree 36.3% 17.8% 7.3% 28.4%
Mean 4.07 3.71 3.51 3.76
Standard Derivation 1.026 1.018 1.023 1.024

Part B: “Purchasing from Internet would involve mdmancial risk comparing with

traditional ways of shopping”

Risk 2

) , Hong

China  Taiwan Percentage Overall
Kong

Strongly Disagree 2.0% 6.1% 0.0% 3.3%
Disagree 9.5% 4.2% 2.5% 7.2%
Neutral 22.8% 29.0% 46.3% 26.3%
Agree 36.3% 39.3% 26.8% 36.7%
Strongly Agree 29.4% 21.4% 24.4% 26.5%
Mean 3.82 3.66 3.73 3.74
Standard Derivation 1.026 1.021 1.01 1.024
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Part C: “How well does the online vendor fit yowrgonal requirements/needs”

Risk 3

China  Taiwan Hon Percentage Overall

Kong

Absolutely Low 1.8% 3.8% 0.0% 2.3%
Low 9.9% 12.1% 9.8% 10.6%
Uncertain 47.2% 50.5% 70.7% 49.8%
High 38.1% 31.3% 17.1% 34.5%
Significantly High 3.0% 2.3% 2.4% 2.8%
Mean 3.31 3.16 3.12 3.20
Standard Derivation 0.775 0.773 0.787 0.775

Part D: “What is the likelihood of getting a gooargain by purchase online”

Risk 4

China  Taiwan Hon Percentage Overall

Kong

Very Unlikely 6.2% 13.1% 2.5% 8.3%
Unlikely 27.2% 17.3% 19.5% 23.4%
Uncertain 40.4% 34.1% 46.3% 38.7%
Possibly 18.3% 27.1% 26.8% 21.7%
Very Likely 7.9% 8.4% 4.9% 7.9%
Mean 2.94 3.00 3.12 3.02
Standard Derivation 1.134 1.133 1.158 1.133
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Part E: “How much risk would you tolerate when diétg to make a purchase

online”
Risk 5

) , Hong

China  Taiwan Percentage Overall
Kong

Absolutely No Risk  39.4% 12.6% 7.4% 28.4%
Low Risk 23.6% 35.5% 46.3% 29.0%
Uncertain 32.7% 43.5% 39.0% 36.7%
Medium Risk 2.5% 7.0% 4.9% 4.2%
Significant Risk 1.8% 1.4% 2.4% 1.7%
Mean 2.04 2.49 2.49 2.34
Standard Derivation 0.867 0.863 0.867 0.873
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5.4 ANOVA for Differences among Regions

A Concise description on the significance of howvfedent regions affected the
constructs of this study was explored through ANQVAble 5.11). This study used
SPSS 14 software precedes t-test, by examininglygvi@ find any discrepancy
between two independent sample averages. Indepesaeples means that the two
are samples independent of each other, withoutcamselation. Two independent
samples passing the same measure table test lwiN #he researcher to determine

whether there is a deviation or not.

Table 5.11 shows the result of ANOVA for differeada the constructs of this study
for these three regions comparison of the respdadenline shopping experiences.
The p-value large than 0.5 (P>0.5) tells us therenot a significant difference
between these regions. (Risk 5 - How much risk @ogdu undertakes to online
purchasing). The reason may be Chinese were signtfy more risk seeking. In
collectivistic cultures, family and social netwovkll help out any group member

who loses a lot of money after selecting a riskiyayp(Hsee and Weber, 1999).

The F statistic is large and is significant as ¢atkd by a small p-value of 0.000 (P<
0.001, Intention 2 - save time by online purch&egurity 5 - online vendor has
multiple third party certifications). So there isvary significant difference in

purchase intention 2 and online security 5 betwibese three regions. This results
show that time saving advantage of e-commerce roapaagrees by all respondents
across these three regions. Other items (p-val@e0&f or less) only have significant

interaction between three regions.
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Table 5.11 Analysis of Variance

ANOVA
Sum of
Squares df Mean Square F Sig.
OnlineTrustl |Between Groups 7.913 3 2.638 2.721 0.044
Within Groups 489.557 646 0.969
Total 497.470 649
OnlineTrust2 |Between Groups 4,987 3 1.662 2.135 0.095
Within Groups 393.214 646 0.779
Total 398.200 649
OnlineTrust3 |Between Groups 9.284 3 3.095 3.683 0.012
Within Groups 424.378 646 0.840
Total 433.662 649
OnlineTrust4 |Between Groups 4.671 3 1.557 1.961 0.119
Within Groups 400.869 646 0.794
Total 405.540 649
OnlineTrust5 |Between Groups 2.335 3 0.778 0.893 0.445
Within Groups 440.325 646 0.872
Total 442.660 649
OnSecurityl |Between Groups 4.042 3 1.347 1.616 0.185
Within Groups 421.007 646 0.834
Total 425.049 649
OnSecurity2 |Between Groups 5.186 3 1.729 1.928 0.124
Within Groups 452.704 646 0.896
Total 457.890 649
OnSecurity3 |Between Groups 11.120 3 3.707 4.467 0.004
Within Groups 419.045 646 0.830
Total 430.165 649
OnSecurity4 |Between Groups 14.012 3 4.671 4.326 0.005
Within Groups 545.225 646 1.080
Total 559.238 649
OnSecurity5 |Between Groups 13.922 3 4.641 6.116 0.000
Within Groups 383.190 646 0.759
Total 397.112 649
Culturel Between Groups 9.725 3 3.242 3.096 0.027
Within Groups 528.805 646 1.047
Total 538.530 649
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Culture2 Between Groups 12.989 3 4.330 4.268 0.005
Within Groups 512.312 646 1.014
Total 525.301 649

Culture3 Between Groups 12.016 3 4.005 4.228 0.006
Within Groups 478.408 646 0.947
Total 490.424 649

Culture4 Between Groups 5.413 3 1.804 1.927 0.124
Within Groups 472.725 646 0.936
Total 478.138 649

Intention1 Between Groups 6.302 3 2.101 2.441 0.064
Within Groups 434.516 646 0.860
Total 440.817 649

Intention2 Between Groups 15.951 3 5.317 6.630 0.000
Within Groups 405.000 646 0.802
Total 420.951 649

Intention3 Between Groups 10.756 3 3.585 3.639 0.013
Within Groups 497.543 646 0.985
Total 508.299 649

Intention4 Between Groups 18.564 3 6.188 5.589 0.001
Within Groups 559.090 646 1.107
Total 577.654 649

Intention5 Between Groups 12.508 3 4.169 4.160 0.006
Within Groups 506.109 646 1.002
Total 518.617 649

Risk1 Between Groups 12.649 3 4.216 4.094 0.007
Within Groups 520.074 646 1.030
Total 532.723 649

Risk2 Between Groups 13.571 3 4.524 4.398 0.005
Within Groups 519.439 646 1.029
Total 533.010 649

Risk3 Between Groups 8.294 3 2.765 4,702 0.003
Within Groups 296.948 646 0.588
Total 305.242 649

Risk4 Between Groups 11.627 3 3.876 3.057 0.028
Within Groups 640.176 646 1.268
Total 651.804 649
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Risk5 Between Groups 0.959 3 0.320 0.418 0.740
Within Groups 386.149 646 0.765
Total 387.108 649
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5.5 Summary

This chapter has used descriptive statistics tosgote respondents’ view on
e-commerce and identify characteristics of difféerdactors influence. Some
interesting results were found. For example, redpots tend to trust virtual
community members than a family member, which nedlect that the consequences

of their behaviour and the effect of their actiomsin-group members.

In addition, web based survey surprisingly wereotaed by respondents, and this
method can easily target a large and widespregmbmeents who use e-commerce.
Due to Chinese conservative characteristics, tlssvears tend to be medium range
which is neutral and less strong emotion to expthsg thoughts in this survey,

unless he or she really had strong opinion abcetiBp statement.

Some of these national cultural characteristics ehdbeen demonstrated in
e-commerce in China, which confirm on the basiblofstede’s (2001) cultural value

framework.

Finally, most of respondents knew there were sosle for online purchasing and
still willing to take the risk for online purchagjinThis result indicated that they may

expect some likelihood of negative consequencendwmline purchasing process.

It is also important to ascertain whether thera mttern of differences in responses
measured by regional characteristics and what f&ciofluence respondents’

intention to use e-commerce.
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Next Chapter will employ the structural equationdeling (SEM) techniques to test

hypothesises and compare with the differences garig@s of questions.
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CHAPTER 6

ANALYSIS OF RESULTS Il AND DISCUSSION

6.1 Introduction

The aim of this chapter is to use different factarsl their influence to analyse
respondents’ responses to each question. The mugdahis analysis is to discover
whether differences in geographic region, onlinestir online security, cultural
influence, purchased intention and risk percepliame impact on responses to each
proposition in the questionnaire, and at same asertain those factors influencing
respondents’ decision to use e-commerce. The asalysl discussion of findings is
presented on a section by section basis. Sectidndécusses the methodology
employed and explains why the factors have beed. ud@s section also provided
theoretical explanations for Structural Equation ddiding (SEM). Section 6.3
presents testing of the study’s hypotheses, whicludes assessing cultural influence
and responses relating to the perception of risid tis section considers responses
concerning the online trust and online securityuéss Section 6.4 provides a

discussion of results, and finally Section 6.5 les a summary to this chapter.
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6.2 Structural Equation Modelling

The data were analysed with structural equationatiod (SEM) techniques. SEM
was chosen because of its advantages over othéodsetSEM can be used as an
alternative to multiple regression, path analylstor analysis, time series analysis,
and analysis of covariance which can be seen asa$pases of SEM (Garson, 2002;
Kline, 2005). It is more powerful in that it "takesto account the modelling of
interactions, nonlinearities, correlated indepemsiemeasurement error, correlated
error terms, multiple latent independents each aredsby multiple indicators, and
one or more latent dependents also each with niltilicators” (Garson, 2002.
p.38). The result is more accurate parameter estimand a more realistic analysis
(Kline, 2005; Bollen, 1989). SEM has other advaetaguch as allowing more
flexible assumptions, the ability to test modelsera¥ rather than individual
coefficients, the ability to model error terms dmahdle difficult data (Kaplan, 2000;

Garson, 2002).

The sample size obtained in the survey must becgirift to analyse the hypothesised
model using SEM. According to Anderson and Gerl§it®88), a sample size of 150
Is needed to obtain parameter estimates that lawdasd errors small enough to be
of practical use in SEM. Also, a rule of thumb hattthe ratio of sample size to the
number of free parameters should be at least Bdlaaatio of about 10:1 is desirable
(Byrne, 2001; Bentler & Chou, 1987). A meta-anaygerformed by Baumgartner
and Homburg (1996) showed that the average ratisaofple size to number of
parameter estimated is 6.4. According to thesedjjuiels, the sample size used in this

analysis is sufficient, at approximately 10:1.
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Structural Equation Modelling (SEM) was conductgdusing SPSS 14. A multiple-
group confirmatory factor analysis (CFA) was cortdddo test the cultural influence
measurement invariance and the hypothesis thataime model form and parameter
structure applies to the China, Taiwan and HongKsamples. First, the three data
sets were tested separately to ensure that thel itsddbe data for each group. Then
the multiple group models without constraints oe tmarameters were estimated
simultaneously to test if the same model form holasross groups. This
unconstrained model was then compared with a ainstt one, in which equality
constraints on factor structure were placed acttosghree samples. If the fit of the
unconstrained model is not significantly differémm the fit of the constrained one,
then the factor structure does not differ acrogsstimples. The results indicate that
the fit of the unconstrained and constrained wertesignificantly different, thereby

implying similar factor structure across samples.

Based on the data gathered, this mulitvariate arslhat includes relevant latent
variables was conducted to test whether the prabosadel showed the significant
structural relationships among these variables.|dary, principal component

factor analysis was conducted to determine thenéstte which the latent variables
were discriminate. The principal component factoalgsis was conducted using a
Varimax rotation. The objective with the explangtéector analysis was to cull out
measurement items that did not load on the apmtgpriatent variable. Results
suggested that several items can be combined featessin order to achieve a high

level of reliability and validity.
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6.3 Hypotheses Testing

This section attempts to test the hypotheses twodes whether cultural influence,
online trust and security issues have an impaatamsumers’ intention to purchase
online. In this study, regression analysis inveggd whether a positive relationship
existed between two specified constructs. Alsoprder to specify how much of
variance on the dependent variable was explainedhbyindependent variable,
multiple regression analysis was conducted. An éxamon of the significant

correlations makes intuitive sense.

As discussed in early chapter, previous studiescatel there is an association
between the effect of culture on online consumei&position to trust (Tan and
Sutherland, 2006). The importance of online tih&s$ been suggested by several
studies (Tan and Sutherland, 2006; Chai and Pagl@Qg; Jarvenpaa and Tractinsky,
2003). Jarvenpaa and Tractinsky (2003) posit thtie influences online trust and
risk perception. Gefen and Heart (2006) also fodifférences in the effectiveness of
culture on trust between online consumers in ti& dnd Israel. However, Liu et al.
(2004) found no evidence of cultural differencesatesd to privacy, trust and
behavioural intention between American and Taiwankesernet users. Tan (1999)
noted that higher security could reduce online oorex level of risk perception
during online shopping. Based on the literaturepdtlyeses were developed as

follows (Figure 6.1):
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Figure 6.1 Research model with hypotheses

Online
Security
H2
Perceived Online Intentlon. to
Risk - Trust purchasing
H4 .
H3

H1
Cultural

Influence

H1: Cultural influence indirectly affects consunienmstention to adopt online

purchasing.

H2: Online security indirectly affects consumersitention to adopt online

purchasing through online trust.

H3:  Cultural influence indirectly affects consunienmstention to adopt online

purchasing through online trust.

H4: Perceived risk indirectly affects consumerstemtion to adopt online

purchasing through online trust.
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H1: Cultural influence indirectly affects consumierstention to adopt online

purchasing.

Multiple regression was run to determine significeglationships between cultural
influence and consumers’ purchase intention (T&blg. This combination of four

items of cultural influence (F=8.11, p=0.000). Tinedel summary gives R square
0.060 and adjusted R square 0.053. The beta wesgigigested that Culture item 2
(advice from Virtual Community) contributed mostgedict purchase intention. This
model predicted 5% of the variance in purchasentide which indicates a very

small effect. The P-value from the Table 6.1 is l&ndahan 0.1 (P<0.1), this result
indicates that the hypothesis (H1) can be accefted. result suggests that cultural

influence has fairly impact on e-commerce.

This result supports Wang’s (1999) study which shitvat consumer behaviour could
be influenced by culture. This result also consisith Peng's (2007) study, who
reported that there were fair cultural differenocesonsumer attitude between Taiwan

and Hong Kong.
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Table 6.1 Multiple Regression of Culture items amdhase Intention

Explanatory b SE Beta t Sig.
Variable

Social -.054 .050 -0.56 -1.079 281
Factors 1

Social .208 .049 211 4.204 .000
Factors 2

Word of 114 .055 112 2.055 .040
Mouth

Purchasing -.126 .048 -.122 -2.615 .009
Attitude

Dependent Variable: Purchase Intention

F=8.109 p=.000 R square= .060 Adjusted R square 653
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H2: Online security indirectly affects consumersitention to adopt online

purchasing through online trust.

Multiple regression was conducted to determine itifeience of online security
issues through online trust (Table 6.2). This coration significantly predicted
consumers’ purchase intention (F=30.588, p=0.008g result showed a positive
relationship between security issues and onlinst.trixcept for Security item 2
(secure transaction), the other four items hadifstgnt beta weights for the model.
The beta weights suggested that security item dufgg measure) contributed most
to influence consumers’ intention to adopt e-conuaeand security item 5 was the
second best predictor of consumers’ intention. Thefficient of the adjusted R
square was .233. This indicated that only 23% efuariance in purchase intention
was explained by the model, indicating a smallaff€he P-value from the table 6.2
is smaller than 0.1 (P<0.1), this result indicatlest the hypothesis (H2) can be
accepted. This result suggests that online trustimdirectly impact on e-commerce

through online security.

It is interesting to note that many security conseare common to Internet users
worldwide from previous studies (Ess, 2006; Florifi06; Agrawal et al., 2003). The
positive relationship between security and attituderards online shopping was
empirically tested by Vijayasarathy (2004) and 3€aand Fenech (2003). The
influence of privacy and security on users’ acceptahas been supported by several
authors in the context of e-banking services (Sath999; Liao and Cheung, 2002;

Poon, 2008).
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Table 6.2 Multiple Regression of Security itemsRamchase Intention

Explanatory b SE Beta t Sig.
Variable

Security 1 178 .059 163 3.038 .003
Security 2 .065 .057 .062 1.156 248
Security 3 172 .056 158 3.068 .002
Security 4 131 .042 138 3.099 .002
Security 5 181 .046 .160 3.910 .000

Dependent Variable: Online Trust

F=30.588 p=.000 R square= .233 Adjusted R square226
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H3:  Online trust indirectly affects consumers’ mien to adopt online purchasing

through cultural influence.

Multiple regression was conducted to determine itifience of cultural issues
through online trust (Table 6.3). This combinatadrfour items of cultural influence
issues (F=3.023, p=0.018). The model summary givequare (.023) and adjusted R
square (.016). This indicated that only 16% of\thgance in purchase intention was
explained by the model, indicating a small eff@dte P-value from the table 6.3 is
smaller than 0.1 (P<0.1), this result indicate$ tha hypothesis (H3) can be accepted.
This result suggests that culture issues had icithrenpact on e-commerce through

online trust.

This result supports that reported in studies bykeégesh and Davis (2000),
Venkatesh and Morris (2000). According to Morriddavenkatesh (2000), cultural
influence may come from family members, relativéisends, classmates and
colleagues, especially in a collective society.abidition, work environment may
affect individual behaviour intention of adoptingnovative means to accomplish
tasks. The influence of social groups can be vegyificant, because it is not
uncommon that a member of a social group usuakges implicit commitments of
the group identity such as fashion, style, tastd eonsumption behaviour, and
opinions spreading among group members. Howeverrdbult is contradicted with
other studies that reported by Jarvenpaa and mekgti (1999) who found no
significant cultural difference in the antecedenft$rust. The possible reason may be
the difference in the specific online vendors (lsiokes) between the current and the

previous study.
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Table 6.3 Multiple Regression of Culture items amli@e trust

Explanatory b SE Beta t Sig.
Variable

Social -.001 .051 -.001 -.024 981
Factors 1

Social 041 .050 .042 .824 411
Factors 2

Word of 143 .056 141 2.544 011
Mouth

Purchasing -.084 .049 -.082 -1.711 .088
Attitude

Dependent Variable: Online trust

F=3.023 p=.018 R square= .023 Adjusted R square 316
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H4: Perceived risk indirectly affects consumeratention to adopt online

purchasing through online trust.

Multiple regression was conducted to determine itifeience of perceived risk
through online trust (Table 6.4). This combinati@infour items of perceived risk
(F=26.395, p=0.000). Except for Risk items 1 (pridisk) and 2 (financial risk), the
other three items had significant beta weights tfeg model. The beta weights
suggested that Risk item 3 contributed most touerfte consumers’ intention to
adopt e-commerce and Risk item 4 (bargain) was sé@nd best predictor of
consumers’ intention. The model summary gives Rasg.208) and adjusted R
square (.200). This indicated that only 20% of\tagance in purchase intention was
explained by the model, indicating a small effddowever, three subjects in this
group appear to have a significantly higher levéls@nificance than subjects
majoring in the table with the p value 0.000 (<Q.0dhe P-value from the table 6.4 is
smaller than 0.1 (P<0.1), this result indicates$ tha hypothesis (H4) can be accepted.
This result suggests that perceived risk had istlyémpact on e-commerce through
online trust. The result also consistent with timelihgs that Jarvenpaa et al. (2000)
revealed, it has been proved that an indirect effédrust on purchase intention

through risk perception.

The result consistent with that reported by Vijayashy and Jones (2002) and

Cunningham et al. (2005) who proved that perceinskl is a significant factor in

relation to consumer behaviour.
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Table 6.4 Multiple Regression of Risk items on Rasge Intention

Explanatory b SE Beta t Sig.
Variable

Risk 1 -.028 .047 -.029 -.596 551
Risk 2 -.012 .047 -.012 -.247 .805
Risk 3 361 .055 .280 6.566 .000
Risk 4 .183 .037 .207 4.904 .000
Risk 5 165 .047 144 3.524 .000

Dependent Variable: Online Trust

F=26.395 p=.000 R square= .208 Adjusted R square200
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6.31 Correlation

In order to test the proposed model, Pearson’lation analysis was adopted to test
the relation between online trust and online séguRearson’s correlation is the
appropriate statistical analysis to test the linedationship between two variables
(Table 6.5). The correlation between online trust anline security is 0.321. Values
for the correlation between online trust and onlseeurity are identical (Appendix
[I). Since the correlation coefficient is not largNear 0), the author believe there is
only moderate association of the correlation chan@mline security item 5 (online
vendor has multiple third party certifications) ypilas a very weak association with
all online trust items. The sig value of correlatis 0.000. Since the sig value is less
than 0.05 this means there is a significant refstigp between online trust and
security issues. This result is consistent with #&as and Hampton-Sosa’s (2004)
study, who found perceived security control of web site strongly influenced initial
trust in the e-commerce. If the online consumers kss concerned about
unauthorized use of or illegal access to their graabk and financial data by third
parties, they will have greater trust in the e-carea, which in turn will lead to
higher intention to use it. Thus, online vendorsudti improve their web security

features in order to enhance the online consurtreit’in the e-commerce.
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Table 6.5 Correlations between Online Trust andr@rbecurity (0.321)

OnlineTrustl

OnlineTrust2

OnlineTrust3

OnlineTrust4

OnlineTrust5

OnSecurityl

OnSecurity2

OnSecurity3

OnSecurity4

OnSecurity5

Pearson Cor.
Sig. (2-tailed)
N
Pearson Cor.
Sig. (2-tailed)
N
Pearson Cor.
Sig. (2-tailed)
N
Pearson Cor.
Sig. (2-tailed)
N
Pearson Cor.
Sig. (2-tailed)
N

0.406
0.000
649
0.362
0.000
649
0.3%7
0.000
649
0.413
0.000
649
0.124
0.005

649

0.378
0.000

649
0.319
0.000

649
0.439
0.000

649
0.167
0.000

649
0.286
0.000

649

0.392
0.000

649
0.320
0.000

649
0.438
0.000

649
0.286
0.000

649
0.226
0.000

649

0.408
0.000

649
0.370
0.000

649
0.455
0.000

649
0.297
0.000

649
0.173
0.000

649

0.376
0.00d

649
0.304
0.000

649
0.331
0.000

649
0.266
0.000

649
0.138
0.002

649

** Correlation is significant at the 0.01 level (2l¢d).

183



6.4 Discussion

The results of the study and the associated rdsgaint out to three major areas that
continue to impede and constrain the developmeatadmmerce in China, Taiwan

and Hong Kong: online trust, security issues artliinfluence.

6.41 Online Trust

Even though the percentage of population in Chimayvan and Hong Kong using
Internet more frequently has risen over the margrs/ghat the reliable and secure
technology has been available, consumers arehsgllly concerned with privacy
issues. According to Consumer Internet Baromet@0Z®, despite the fact that the
percentage of online shoppers who trust that gheisonal information will be safe
rose from 27 percent to 31 percent over the pads, yly 21 percent of Internet
users believe that online purchasing data trarmactare secure, a decrease over the

past year (Nua Internet Surveys, 2002).

These research findings also show that these sameeis are major issues for
Chinese consumers conducting online transactionsage even amplified as a result
of Chinese cultural characteristics. Some of redpats complained about existence
of trust-worthy online merchants, Internet secumtyd credit card security. Two
incidents provide excellent examples as cases int.pA female respondent aged
between 19-30 years old from Mainland China saidlii@ buying is fun and

interesting”, but she added there were a numberaiflems. She continued saying “I
recently tried to buy clothes online because theepwas bargain. But | had to

register first, and then they asked me details ainyself, so | just gave up”. She also
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said she would be reluctant to use a credit catauoonline. “I personally prefer to
pay in cash when my goods received, and | wouldlctiee quality and condition of
goods before any payment”. Another one statedKelto purchase from the Internet,
but it does not mean that | am not going to buynftoaditional shop where you can
see the goods, and make sure it is what you wahgse statements are a reflection
of the Chinese culture and the prevailing attitude®ng Chinese consumers. The
experience from one of the respondents is alsonartey and he demonstrates the
lack of physical touch in e-commerce. The respotglaied to buy an airline ticket
over the Internet, was subjected to three pricegbs, within a two hour period by a
travel agent as he mysteriously and continuouslyct/ered’ more restrictions and
conditions. These incidents may be caused by tistimx inadequate infrastructure
and business transactions system; however, theynaento reinforce the mistrust
Chinese have developed against unseen institudiodgransaction partners, over the
many centuries. As one of Chinese gentleman, wistitavelled extensively and
conducted business outside of China put “History eeality told us not to trust the
system or the people’s honour! E-commerce is aahdiehaviour that goes contrary
to experience and culture. There is no ‘westernoborsystem’ in China”. This
statement is an excellent representation of thellef/trust in and cultural attitude

towards commerce in China.

The empirical studies suggest that the most imporentecedent of purchase
intentions is trust. Therefore, online consumerslt® increase their motivation to
use the e-commerce when these online vendors aceiysd as honest. Perceived
trust leads the consumers to be willing to belithat the online vendors are able to
provide them with the services offered. For inséanitusting perceptions directly

influence the decision to use their e-commerceckvis consistent with prior studies
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(Bhattacherjee, 2002; Kim et al., 2008).

6.42 Security

Security issues involve the human factor. No mattew advanced and stringent the
security technological solutions, humans are gdiyetie first line of defence to
secure information assets. Security breaches, asichrus infections, identity theft,
and dumpster diving, are the direct cause of cesakss and a lack of knowledge and
action on the part of users. Technological soliare effective only after users are
knowledgeable and skilful at using them. Theref@egurity issues can be more
important than the technology factor in contribgtito the success of today’s

information security.

Even after so many years of catalogue sales amth&xe acceptance of Internet and
e-commerce, and availability of infrastructure tisatunctional and reliable, there are

still concerns of security issues among China, &aiand Hong Kong consumers.

People in different areas have different levelsexdurity sensitivity depending upon
their social and technical environments. These ostexhnical backgrounds have
resulted in the formation of varying security aweees levels of general users of
security risks. Due to differences in informationomomunications and
telecommunication infrastructure, varying forms sécurity risks (e.g. external,
internal, virtual, physical, and natural risks) Bdween formed and adapted. This has

gradually shaped the way public users perceiveresbnd to security threats.

For instance, one study indicated that privacy msexample is more oblivious to
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people in the collectivism society than to peopl¢hie individualism society (Floridi,
2006). To people in Hong Kong and China privacytgeton does not mean that
citizens have the right of being autonomous (E8862 As a result, Chinese citizens
in those two regions enjoy comparatively limiteatprction of data privacy in the

area of e-commerce.

Surprisingly, perceived privacy was not a determinaf perceived trust. A possible
explanation is that experienced internet users rapge familiar with security
technologies; they easily recognise features sgcbhedificates or encryption keys.
Since these security characteristics guarantee salrtaial privacy, the relative
importance of privacy concerns for these usersviet. This finding provides further
support for prior research. Thus, Belanger et 2002) argued that Internet users
generally understand the concept of security bétem privacy because security is a
more concrete concept, and they also showed thatrige features were more
important than privacy statements. Kim et al. (2088pirically showed that security
protection mechanisms are more important in conssinbehaviour than privacy.
Pavlou and Chellappa (2001) found that the infleeé privacy was weak in
comparison with the strong influence of perceivedusity on trust. Additionally, the
concern about privacy is referred to the contratrosecondary use of information
provided to the online vendor. The effect of prigyan trust might be moderated by

online consumer perceptions of the reputation efahline vendor.

Because China lacks network ID authentication amthe transaction credit system,
credit, security and privacy become the spotlighdrdine shopping (Liu et al, 2004).
It is important for online retailers to create desanline shopping environment,

provide convenient and safe payment methods, pratestomers’ privacy and
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guarantee financial security.

Collectivists (Chinese) Internet users have a ppadition to associate security
issues with financial risks (Kucuk, 2002). For thisason, collectivists are less
receptive to online individual banking, becausepiésceived risks are higher than
traditional physical banking (Charbaji and Janna2@®05). The result of this study

also indicated that same consequence.

6.43 Risk

As a matter of fact, the consumers are still come@rabout the unpredictable risk
associated with e-commerce. They would usuallypuwthase such goods as clothes
and shoes from online vendors, even if they weter@sted in e-commerce. This is
because it is impossible to touch and try thesdiof products in virtual shopping
environment. In addition, there is a possibilitygetting inappropriate or low quality
products from online vendors. Therefore, a resf@sonline vendor should offer
detailed quality of product information on the wigbslt should also provide product
warranty and logistics support in order to redumestimer concern. More importantly,
it should inform the customers that serious seguptrocedures have been
implemented to effectively protect credit card pawytn and personal privacy

associated with online transactions.

According to Chaudhuri and Holbrook’s study (20Gnsumers may feel uncertain
about purchasing products online, if they needive gut their personal information
such as credit card numbers. In this vulnerabileasan, consumer’s online trust of a

company can play an important role in reducing amgertainty that consumers have
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about online shopping. Consumers expect the comibeayytrust to provide optimum
information and eventually reduce their uncertaiityhe online transactions as well
(Lee and Johnson, 2002). This information confirntbdt consumers feel more

confident with online shopping when they shop tigtothe vendor they trust.

Chinese respondents consider the relationships eleetwarious perceived risk
variables differently. This is logical because wtmarceiving great risk, consumers
are more likely to make efforts to minimise any a®ge outcomes or to enhance
positive outcome certainty. This type of actionwegll-known in risk reduction

behaviour (Roselius, 1971).

6.44 Culture

The results of the study point out that cultureng of the major factors that continue
to impede and constrain the development of e-commenier China, Taiwan and Hong
Kong. According to Hofstede’s (1991) social antloiogy theories, culture is the
“collective programming of the mind” to distinguishmong people of different
countries. As discussed in early chapter, previiudies (Jarvenpaa and Tractinsky,
1999; Teo and Liu, 2005) indicated there is an @ation between culture influence
and consumer attitude towards e-commerce. Hofg&al¥ ) suggest that the cultural
dimensions of individualism-collectivism likely afft consumer intention to purchase
online. Kim et al. (1994) identified that most oastern Asia societies were

collectivist cultures.

Collectivists (e.g. Chinese) react negatively tb jpsecurity, whereas individualists

(e.g. Americans) react more positively (Probst badler, 2006). Collectivists have a
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predisposition to associate security issues withrfcial risks, whereas individualists
are inclined to accept security as a part of prtedac services (including quality,

convenience and satisfaction) or privacy issues@Ku2002).

Great China Region has a highly accessible urbairagment around which there
are many retail stores and shops. The consumergasily purchase whatever they
need within a reasonable time, because the retalities are in walking distance and
open until late evening. They can also convenietdlych and try on fashionable
goods at the brick-and-mortar stores and shopsuallgt many have traditionally
adapted the local retail market environment. Evendew-shopping with friends
becomes a habit (a reflection of collectivist ctdju They may not easily change
shopping habit and purchasing behaviour, becausedlue and belief that usually
develop from childhood and reinforce throughout limight affect individual

behaviour (Hasan and Ditsa, 1999).

Considering the local retail market environmentetbgr with the cultural influence,
the service providers in the business sector aggested to concurrently operate
retail business in dual tracks of brick-and-morséores and virtual stores. They
should effectively utilize the Internet to faciléatraditional businesses and carry out
online services. Today, consumers can easily brakesénternet to look for products
and services without request for assistance frohersef if they have computer

knowledge and Internet skill.

While Lynch and Beck (2001) observed no significaagional differences in
consumers’ tendencies to take risks among onlingrsuin 20 countries, a more

intriguing finding this study revealed is that dtate’s uncertainty avoidance had a
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significant, but positive effect on B2C e-commesmoption and diffusion levels.
Some early research at the individual level didgssty a minor role of risk
perceptions in the adoption of online shopping@apaa and Todd, 1997), but this
finding contradicts the main results of past stadat the individual level, which
typically suggest an inverse relationship betwemmsamers’ perceived risk and their
adoption of purchasing online. On the other hahd; tinding did echo what was
reported by Park and Jun (2003) — Koreans (higleniainty avoidance) were more
risk-taking than their American counterparts (lomcertainty avoidance) in internet
buying behaviour. The ‘cushion hypothesis’ proposgdisee and Weber (1999) may
provide a plausible explanation for this unexpegbegitive effects of uncertainty

avoidance on the adoption and diffusion of B2C evt®rce.

Hsee and Weber (1999) found that the Chinese wendisantly more risk seeking
than the Americans, arguing that in collectivistigltures like China, family and
social network will help out any group member whsds a lot of money after
selecting a risky option. In contrast, in indivitlgacultures such as the US, a person
Is expected to bear the consequences of his/hedegision. The collectivism acts as
a cushion against possible losses, in other wardscial diversification mechanism
of risks. According to Hofstede’s study (2001), theyh uncertainty avoidance
countries tend to be collectivistic-oriented asiéated by the significant negative
correlation between the two dimensions, the cushigpothesis may be used to
explain the results of this research. In additibims noteworthy that, with the rapid
advancement of information and communications teldgies, it is expected that the
perceived risk associated with internet buying wiicrease accordingly (Park and
Jun, 2003). In other words, perceived risk may loeeeasingly important predictor

of consumers’ online buying behaviour. Based on fihdings of this study, an
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obvious conclusion is that the results of previmsearch at the individual level may
not be automatically extendable to the country lle@areful interpretations at the
country level are particularly warranted and addiél research is needed to shed
more light on the relationship between this dimensand the adoption of B2C

e-commerce, especially now that e-commerce is gaddhworldwide.
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6.441 Touch and Feel

In the e-commerce environment, products are intd@giCustomers are not able to
touch, taste, observe, smell or listen to the gamdthey do in traditional ways. To
know the quality and functionality of a commoditystomers can only rely on the
pictures and descriptions of the goods on the wapep. Therefore, to enhance
customers’ degree of satisfaction, B2C web sitesulsh provide clear and
understandable information to online shoppers. Misde, online vendors should
provide descriptive information of the goods tisaas complete as possible, including
the colour, functionality, producer, model, etc.iSTfs to ensure the customers can
make purchase decisions. Koivumaki (2001) findg thaplaying pictures of the
goods has greater influence on customer’s purcti@sision than just listing out the

product description.

There are still concerns of ‘touch and feel’ issaesong China, Taiwan and Hong
Kong consumers. This study shows that these acethés major areas of concern
among most respondents. The idea of buying goodeqs they are homogenous
quality such as books, CDs, VCDs and airplane tg)kihat one cannot see and touch,
and the sellers from thousands of kilometres away take some ‘getting used to’ for
an ancient culture such as the Chinese, who are teséace-to-face transactions,
familiarity with the other party (strong individuakelationship and long term
association between the parties), and enjoy thefaetion from winning business
negotiations (they are willing to employ a varietiytactics to get the best deal). As
one respondent stated “I like buying over the me&rbut it does not best going to an
actual shop where you can see what you are buyidgnaake sure it is what you

want”. All of these long standing cultural traitfaindermined by and are contrary to
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the depersonalisation associated with e-commerdebaniness systems designed to
sell products online. Latest CNNIC figures showttB& percent of China’s 253
million web users have bought online, compare t8%y7 online shopping rate in
South Korea and 66% in the United States (Chinarmet Network Information

Center, 2008).

In addition, the highly concentrated local retaivieonment discourages consumers
to consider online shopping. Those consumers whee e shopping habit at
traditional stores are unlikely to go for e-comnegrbecause their habit cannot be
easily changed for the time being. Actually, thaditional business continuously
evolves in Hong Kong. At the same time, online ghog has also been developed.
Therefore, it seems feasible for the service peragdo simultaneously operate online
storefronts in addition to traditional business.wdwer, it is important for them to
provide consumers with quality products, excellgatvice, and useful information
based on advanced information and communicationent#ogy. Moreover, the
online vendors should pay attention to culturaluahfce on consumer behaviour. The
present analysis shows that different region groap a slightly effect on individual
behavioural intention to use e-commerce. It islyike popular phenomenon in a
collective society in which one tends to followfifends, relatives, classmates and
co-workers are interested in e-commerce. The foygliof this study justify that there
Is a contextual reality, i.e. social influence tthge with so called word of mouth is

important for spreading the image of branded prtedand services.

However, according to the CFO of Eachnet.com (Hekn2002), about 40 per cent
of the sellers using this online auction site tecebuyer in their hometown, so that

they can trade the goods for cash in face-to-fedieile they use the website as an

194



electronic tool for advertising and bidding, andtiprefer to keep actual transaction
localised. Eachnet is very much like eBay, a B2® wi¢e which allow users to trade
with each other. However, it is different from te8ay for the payment, when a
transaction is completed, people can physicallytriieeexchange goods and money. It
only operates in large cities like Shanghai (45%g 8eijing (39%) and it does not
have as broad coverage as eBay (CNNIC, 2008). @iyr¢his combination (virtual
storefront and physical distribution center) busgnmodel may be the preferable way
for businesses to participate in e-commerce in &hlis business process not only
overcomes the touch-and feels concerns, but aldps hdevelop a physical
relationship between the two parties (buyer ands#iker) involved in the transaction,
these results address the most recognised cultiiadacteristics of the Chinese

consumers.

6.442 Debt is Not Good

With estimated RMB410 billion (USD50 billion) inwags stashed away, China still
exhibits the characteristics of cash society (Tad ®uyang, 2004). This societal
characteristic provides some evidence that Chiadbere to a way of thinking that
debt is not good and as such, even if good credd tacilities existed, they may be
wary of using credit card to buy goods on the me&r This may be also caused by
non-confidence with the security of the InternehisT cultural characteristic is

supported by other research (Efendioglu and Yip420

Some studies think price sensitivity may actuakylbwer online than offline (e.qg.,
Degeratu et al., 2000; Lynch and Ariely, 2000; 3aanet al., 2001), one most

commonly cited reason for online shopping is praagd many early online marketers
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used price as bait to lure consumers to their §€é&en and Chang, 2003). Moreover,
the Chinese are quite sensitive to price and acesteamed to comparing prices.
These findings are consistent with the study of (R005). Therefore, the product
price has fairly significance with customers’ puash intention in Chinese cultural

influence.

From the culture perceptive, consumers in Taiwameha lower degree of trust
propensity in business environments (Huff and Kell2005); therefore, Taiwan
online consumers require more and highly positigec@ptions toward the web sites

in order to enhance their online initial trust.

6.45 Other Factors Influence

One fact of this study of behavioural intention #&d the online store was
willingness to recommend the online store to oth&hss study shows that the more
consumers feel confident with shopping at the enbtore, the higher behavioural
intention will be towards the online store, indingtthat consumers are more willing
to recommend the online store to others. Accordingmergence Marketing (2007),
online word of mouth is much more powerful thario# word of mouth because it

affects many people over a short period of time.
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6.5 Summary

This Chapter employed Pearson’s correlation to éxamvhether a relationship
existed between online trust and online securisues. A moderate association

between these two factors was found.

The results indicate a positive relationship betwéristing belief and trusting
behaviour across China, Taiwan and Hong Kong. ™iaen the virtual members
trust the virtual community, they are willing tovreit more frequently and
recommend the community to their social groupsothrer words, the members tend
to increase the scope and depth of the relationshipthe community. Thus online
vendors who are seeking sustained business expaasi growth should devote

significant resources to consumer trust development

The outcome of culture impact is consistent with tlewpoints of Doney et al. (1998)
and Gefen et al. (2005). While this study doesfimat significant difference in trust
development across China, Taiwan and Hong Kong, réslt suggests that
respondents from China, Taiwan and Hong Kong shgmifecant differences in trust
tendency and privacy policy. Based on the resudtspondents from Mainland of
China show higher trust tendency than Hong Kongaedents. Further, respondents
of Taiwan place more attention to privacy policyathChina and Hong Kong
respondents. In addition, when trust is developeth China and Taiwan respondents
revealed higher level of willingness to participated recommend the community to

other social groups than Hong Kong respondents did.
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The results indicate that China, Taiwan and Hongdare three culturally different

societies. China, Taiwan and Hong Kong respond@visaled cultural differences in
individualism, uncertainty avoidance and long tesrientation. Taiwan respondents
show stronger characteristics in individualism amdertainty avoidance compared
with China and Hong Kong respondents. Taiwan ani&tespondents show higher
degrees of long-term orientation compared with Hdfwng respondents. These
results caution both the researchers and practitsongainst aggregate view of China,
Taiwan and Hong Kong as three homogeneous socieli@s next chapter will

conclude this thesis.
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CHAPTER 7

CONCLUSIONS, LIMITATIONS AND FURTHER RESEARCH

7.1 Introduction

This study has empirically investigated the différéactors that could influence
consumer behaviour to adopt e-commerce in GreahaCRegion. This Chapter
reviews the findings presented in Chapter 5 andtlb rgspect to research scope and
research questions stated in Chapter 1. The aithiofchapter is to summarise the
important findings and address the limitations aadtribution of this study, provide
new directions for future study. The chapter begyith a discussion of how the study
achieves the research objectives in section 7.&idde7.3 provides a summary of
prominent findings of the study. Section 7.4 ackleolges the study limitations. The

contribution and area for future research are itledtin section 7.5.

199



7.2 Fulfilment of Research Objectives

Although the e-commerce has become a common medaunshopping, many
shoppers still hesitate to make online purchaspsolr8 per cent of online shoppers
abandon their shopping carts (Goldwyn, 2003; Kinalet2008) due to uncertainty
about the consequences of the purchase. Accordingravious studies, online
shopping is more risky than traditional shopping da the lack of opportunity to
physically examine the product and the lack of @eat contact (Goldsmith and

Goldsmith, 2002; Phau and Poon, 2000; Kim et 8082 Lian and Lin, 2008).

Building online trust is an essential component f@ndors to succeed in an
e-commerce environment — where transactions aree mionpersonal and

anonymous — as this affects consumers’ purchasentiabs. In e-commerce,
shoppers cannot directly experience goods (witbva digital exceptions), and they
make purchase decisions based on the informatmndad by online vendors as well
as from their perceptions of web sites. Based detailed literature review (Davis,
1989; Teo and Liu, 2007), this research model ‘fietbtgy Acceptance Model

(TAM) was created and then tested in the contexantihe general vendors in Great
China Regions. The TAM proposed by Davis (1989) Badis et al. (1989) has been
widely used in explaining the adoption of inforneatitechnologies (IT) and usage.
TAM predicts user acceptance of any technologydaetermined by two factors:
perceived usefulness and perceived ease of use., Tekived from the theory of

reasoned action (TRA) (Ajzen and Fishbein, 1980kits that user perceptions of

usefulness and ease of use determine behavioteation towards using the system.

Chapter one presented the general research backijtouhe study and highlighted
200



the aim of this study: to isolate and identify issuand factors important to the
development of e-commerce that may be influencedcidjural difference. This

chapter also presented the research motivatiofaetresearch method.

As stated in Chapter one, the research objectivest@ answer the following

questions:

1. Do Chinese cultures share the same trust or have dadtical consumer

behaviour to e-commerce?

2. What is the relationship and impact of cultural to consumer behaviour in

e-commerce?

® Dose culture influence directly affects consumeritine trust?

® s there a culture influence in the effect of oalsecurity issue?

3. To what extent have major cultural factors influened consumers’ trust

towards e-commerce in Chinese society?

4. What are the similarities and differences in secuty and trust issue about

e-commerce that may be influenced by Chinese cultarin different regions?

® Do Chinese consumers in different regions have sattieeides towards
online trust?
® Do Chinese consumers in different regions have sa@®s on online

security?
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5. What is the relationship between trust issue and sarity issue in

e-commerce?

A detailed discussion of e-commerce developmeniGneat China Region was
presented in Chapter two. This Chapter started wittliscussion of e-commerce
development in Mainland China, followed by a disios of e-commerce
development in Taiwan and Hong Kong. The Chinesermet users became
increasing aware of the importance of e-commeneesihe late 1990s. It was found
that a conflict between Internet security and iméeruser growth resulted in
e-commerce development finding difficult to obtaffectives support from local
governments. These findings indicate that the wffecess of e-commerce
implementation in Mainland China depends on therrefof legal regulation and

influenced by government control.

Chapter three began with the introduction of thecaebackground for e-commerce,
such B2B, B2C and C2C perspective. Chapter three arovided theoretical

background for various factors that could influetioe development of e-commerce.
Main factors include security issues, online traustl cultural influence. This chapter
further discussed Chinese -cultural influence antierotissues affecting the

development of e-commerce.

The choice of research methods for this study ddépen several factors, such as the
research objectives, research questions, availa@skearch resources, and time and
cost of the research. Chapter four discussed ds@aethods employed in this study.

The online questionnaire as a quantitative methad heen conducted for this
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research. The pilot test study was also adoptedhis study to improve the
trustworthiness and quality of the questionnairee Burvey was conducted in three
stages - pilot study testing, preparation for tr@mdata collection and final Internet
questionnaire survey. The questionnaire adopted-goint Liker scale and was
published in four different discussion forums amdiree shops in China, Taiwan and
Hong Kong. 649 of 692 Internet users answered guesiire completely, equivalent
to questionnaire usable rate of 93.8 per cent. @Blyeturned questionnaires could

not be used for analysis for the reason such g@pioariate complete.

Chapter five presented the data analysis of orjurestionnaire by using descriptive
statistics to discover respondents’ understanding-commerce. More than 50 per
cent of respondents indicated they were concermutaboline security issues, and
only 27 per cent of respondents agreed it is saf@ddit card online. Main findings

were as follow:

e From respondents’ views, it is important to diseloghether online vendor is
trustworthy, such as providing correct product infation, achieving customer
expectation, and keeping their promise and commmtniehis finding was also
confirmed by Gefen’s (2000) study. The finding ailsdicates that there is no

significant difference between Mainland China, Taimand Hong Kong.

e The online security factor was viewed as of higipamance, and this finding is
consistent with several studies (e.g., Hoffnedral, 1999; Pavlou, 2003). This
finding may suggest that e-commerce developme@®@R. is dependent on the

online vendors to provide safe transaction andiplalthird party certifications.
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e It was found that the cultural impact can influehaternet user’s decision to use
e-commerce. 50 per cent of all respondents woWkd &dvice from friends,
family and virtual community member. This resultpparts Tan (1999) and
Chenet al (2008) studies. There is no significant differebetween these three

regions.

e Concerning the perception of risk issues, respasdémought e-commerce

involved more financial and product risk than ttefial way of shopping.

Analysis by using different factors and their imhce to analyse respondents’
responses to each question was undertaken in Clsmpatd his is to discover whether
culture differences in Mainland China, Taiwan andngl Kong have an impact to
each question. Multiple regression analysis was leyep to examine any

relationship existed between four different factarsl purchase intention. Findings

are summarised below:

e There was a positive relationship between cultunfllence and consumer
attitude. In other words, cultural influence haslyaimpacted on e-commerce
through consumer attitude. This result consistdh wWieng's (2007) study, who
reported that there were fairly cultural differemg¢e consumer attitude between

Taiwan and Hong Kong.

e Regarding the online security issues in Great CRegion, from respondents
results, it is difficult for Chinese Internet usdrs fully trust online vendors
unless relevant or multi third party certificatienpresented. Furthermore, there

was a positive relationship between security antitudé towards online
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shopping, supporting previous studies (e.g., Vgayathy, 2004; O’Cass and

Fenech, 2003).

e It was found that culture issues had indirectly amied on e-commerce through
online trust, confirmed by Venkatesh and Morri2®0) study, which revealed

the culture influence can be significant in difigraspects.

e Risk perception only had slightly impacted on e-omence through online trust
(p=0.271, usually considered as not significanther& was a positive
relationship between risk perception and onlinettrdarvenpaa et al. (2000)
found that there was an indirect effect of trusfponchase intention through risk
perception. This result supports the findings @f studies by Vijayasarathy and

Jones (2002) and Cunningham et al. (2005).

As regards the relationship between online trust @mline security issues by using
Pearson’s correlation analysis, a significant tesals found (Sig=0.000). There is a
significant relationship between online trust ardwsity issues. In other words, high
levels of security control were more likely to iease online trust for customers
which create more confidence to use e-commerces fHsult confirms the previous

studies by Koufaris and Hampton-Sosa (2004).
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7.3 Summary of Prominent Findings

To summarise, in the emerging stage of e-commeeseldpment in Great China
Region, it is difficult for all types of Internesars to do online shopping immediately
as most of them still concern about security isstlibs results indicated that most of
the respondents were still using e-commerce ongryo use e-commerce, and they
were willing to undertake some risks for it. Thigggests Chinese Internet users tend
to make a proactive effort to adopt e-commerceir@ritust and security issues will
play an essential role in influencing customer be@ha and encouraging other
Internet users to use e-commerce. China, TaiwarHamg) Kong are three culturally
similar societies with diverse characteristicsthe aspects of online trust, security
issues, cultural influence and risk perception,ilsinresults were obtained across

three regions.

As well as fulfilling the main objectives of theudl, there are some important and

prominent findings from the research, there arersarised as follow:

Consistent with the proposed research model, thdtsesuggest that security issues,
and online trust had small effects on risk peragptAmong these effects, online trust
had the largest effect followed by security issuasthermore, risk perception and
online trust had effects on attitude, which is fhechase intention. The effect of
online trust was larger than the effect of riskge@tion on purchase intention.
Similarly, cultural influence had a positive andedt effect on purchase intention to
take part in e-commerce. However, the effect & perception was not found to be
significant on intention. The reason for this magytbat risk perception only aids in

forming attitude of consumers rather than theientions. Even though the risk
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perception is high, consumers may decide to takeipae-commerce. Consumers
would also consider the online trust they may haveards online vendors and make
their purchasing decision. In addition to risk mgton, online trust plays a
significant role in shaping the attitude of conswnd he finding of the insignificant
relationship between risk perception and intentidmch support the fact that attitude

fully mediates the relationship between risk petiogpand purchase intention.

The results of this study provide evidence thatucal have effect on online trust
factors in e-commerce, which is consistent withéaednd Heart’s (2006) study. The
findings of this study are also consistent with teeults of Tan and Sutherland’s

(2004) study.

Figure 7.1 Research Model with Results

Online
Security P=0.000
Perceived Online Intentlon. to
Risk - Trust purchasing
P=0.0 4

P=0.000
Cultural

Influence
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The answers to these questions in simple terms are:

1. Chinese cultures share the similar online trust ohave identical consumer

behaviour to e-commerce although there are minor dierences.

2. In terms of relationship and impact of cultural to consumer behaviour in

e-commerce, the answer are:

® Culture does influence affects consumer’s onlinesttindirectly but the

relationship between these two factors is not gaggificant.

® There is fairly culture impact in the effect of @ security issue.

3. Advices from friends and members of the virtual cormunity have played
major cultural factors to influence consumers’ trug towards e-commerce in

Chinese society.

4. As regards to the similarities and differences in ecurity and trust issue
about e-commerce that may be influenced by Chinesaulture in different

regions, the answer are:

® Both China and Taiwan Internet users revealed higghel of willingness
to participate and recommend the community to ofoeial groups. This
suggests a positive relationship between trustimfjetb and trusting

behaviour across China, Taiwan and Hong Kong.
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® The study indicates that Internet users from Maidlaf China show higher
trust tendency than Hong Kong respondents. Asudtrésternet users from
Taiwan were more concern to security issues thanaCand Hong Kong

Internet users.

® As indicated in the discussion in Chapter 6, sectigl4, there are some
differences in attitudes towards online trust arevg on online security in
different regions. However, these differences aresmgnificant when one

compares those regions sharing homogeneous cbkckground.

5. There is a significant positive relationship betwe® online trust and security

issues.

The contribution of this study and potential futuesearch areas will be discussed in

the latter section 7.5.
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7.4 Limitation of the Study

There were several limitations in this study. Fidste to time and funding limitations,
it was difficult to obtain a large sample group.€Zto the availability of the data, not
every single region in China was included in thiglyg. In addition, only the adoption

and usage of the internet was investigated.

Another limitation is the method employed to calldata. The online questionnaire
survey has an inherent problem, which are the resperrors. These can arise when
the respondent has misunderstood the question, henwhe respondent has not
expressed himself truly. Furthermore, only a cowgrietter as an incentive to
motivate people to complete the questionnaire, iy result in the poor quality of
answers as there were only written instructionhé{p respondents complete the

questionnaire (McCullough, 1998).

One potential limitation is the student sample espnted the major group, which is
unlikely to represent the wider population. Thiadst dose not compares tangible
versus intangible products or services in the amalyruture research can develop
more detailed models that can capture and explaendifferences across product
categories or focus on one category, such as boGE¥s or airline tickets.

Furthermore, the relationship between customersfaation, brand loyalty and

continuous shopping intention in the Chinese ondinepping environment should be
scrutinised. Further research can examine othéoraweb site content and quality,
consumer loyalty) and different types of transactiathin other e-commerce market

(B2B, C2C).
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Previous research suggests that Mainland Chinahetexogeneous market (e.g. Cui
and Liu, 2000; Lu et al., 2005). This study does$ cuntain significant differences

across the country, such as urban versus rurad} cdees versus inland cities, eastern
versus western regions, southern versus northesasarFuture studies can be

conducted in other Asian countries to determinegirgeralisability of the study.

Despite these limitations, the results from thiglgtare important and revealing. The
interrelationships among factors that influence diegelopment of e-commerce are
crucial for online vendors to understand in regaod online trading strategy

development and implementation.

The study not only shows culture’s significant iropan the adoption of the
e-commerce, but also sheds light on how online enalho want to capitalise on the
unique capabilities of the e-commerce can use thesghts to guide their initial

market entry, investment and marketing strategysaets.
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7.5 Contribution and Future research

It has been argued that cultural influence has anpa e-commerce development and
may vary between countries (Jarvenpaa and Tragtird€99; Teo and Liu, 2007).
There are numerous studies of cultural influengoming in developed countries,
such as the US, Japan, Korea and Western Europs, isternational comparative
studies of differences between cultural influenaeehfocused on these countries only
(Chai and Pavlou, 2002; Teo and Liu, 2007). Howeter development of Internet in
these countries does not appropriately reflectityed of e-commerce in developing
countries and it therefore cannot be directly aggplio developing countries. While
few studies explore the online trust, security esstand cultural influence in
e-commerce, they provide limited information regara cross regional studies. This
study fills this gap by extending the literaturedieveloping countries to the specific

Great China Region.

This study contributes to the understanding ofuraltinfluence to e-commerce from
different perspectives. One of the main contrilngios that a set of relationships
between several important factors that tend todse@ated with purchase intentions
in e-commerce was specified, justified, and emailyc validated. Another

contribution of this research is the placementuwfdamentally important factors —
online trust, security issues, cultural influencel aisk perception as determinants of
e-commerce development, drawing from a well-esshbli model of social science
framework. Most importantly was the comparison lestw Great China Region in
cultural influence aspect, which showed significambderation in the proposed
research model, reflecting the similarity of pumdaintention in three Chinese

regions. This advance in theoretical developmertviges additional evidence
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regarding the impact of culture on online trust @edurity issues. In particular, the
findings provide cross region research to the exteat cultural influence should be
considered as a continuous process and that thegehe political and social
conditions can fundamentally change cultural valudserefore, it is important to

understand the cultural change for these regioasrghsimilar cultural backgrounds.

Another contribution of this study was developing mategrative framework of
e-commerce to investigate the major factors orucailtthat significantly impact the
formation of online trust. The model includes ctddufactors, security issues, risk
perception and online trust. This study also hgjttied the distinction of constructs of
security issues and showed their differential effem other related constructs in the

research model.

At the implication of the research, this study gaded that it is important to provide
consumer with correct and useful information of duct/services from online
vendors. Online vendors should pay more attentiosocial influence on consumer
behaviour, such as word-of-mouth. There is an evméddo suggest that advices from
friends and members of the virtual community halsygd major cultural factors to
influence consumers’ trust towards e-commerce imé&de society. According Lo
(1997), Chinese are sensitive to maintenance ofegpcsuch as families and
organisation. Online vendors should endeavor tackenthe web site content and
communication tools to enhance the customers’ entmist. In order to enhance
social interaction, online vendors may ultimatelplee personal recommendations to
current and potential online customers. Understanthis issue is important because
it provides guidelines for practitioners who planset up cross-regional website for

business purposes. Online vendors who plan to adndusiness in these three
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regions should develop different business strasegie

The research suggests that online vendors should Wweb sites that are not only
useful, secure, and respect privacy, but that ks teustworthy. Online vendors can
exploit useful techniques or informative content their web sites to enhance
consumers’ confident and reduce consumers’ utitisatoncerns. Higher perceptions
of privacy and security are associated with a psenof safeguards for personal
information. Web site competency is also an impdrfactor: a good reputation is
regarded as a sign of a good and candid companly superior capabilities;

willingness to customise is considered as an itidicaof company’s benevolence
and consideration of consumers. Different levelsrast propensity moderate the
relationships between consumers’ online initiaktrand their perceptions of a web
site. Higher degrees of online trust and familjavitith online purchasing stimulate
higher degrees of consumers’ purchase intenti@msiliirity with online purchasing

reduces consumers’ perceived risks, brings poséttieudes in purchase intentions,

and eases purchase decisions.

The result of the study also indicated that Chinkdgernet users were more risk
seeking. Therefore, to reduce the risk perceptlma presentation of multiple security
certificates in web site is very important to oelimendors and customers, which
reduce the concern of security issue and increasehase intention for customer.
Mainland China, Taiwan and Hong Kong are three ingma Asia markets with

diverse features of close geographical locationsl domogeneous culture
backgrounds. Accordingly, different business sgig® need to be undertaken to
increase the online trust and security issuesch eagions. For example, the security

issues elements may need to be emphasised ingheihcertainty avoidance regions.
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The future research could employ a much larger tqpresire sample. In particular,
the Asian region seems to have some common chastictg such as custom and
corporate culture. This comparative study wouldwmthwhile to investigate and

extremely useful for the contribution to the int&tional experience of e-commerce.

Future research could collect a broader, more cbetr sample and use a greater
variety of products. Prospective research could aigestigate elements influencing
consumers’ subsequent purchase behaviours, sucpraakict quality, delivery

methods, and after-sales service. Further, reseaeghalso examine other possible
determinants affecting online initial trust, suchnaarketing tactics, product varieties,
price ranges, online service, web site quality, l@wvels of convenience (time savings

and/or the speed of transaction processes).

This study has also demonstrated several areasewhéure research could be
undertaken. A useful staring point for future resbavould be to including the other
different factors influence, such as consumer lyygiroduct perception, web site
quality and size, etc (Ranganathan and Ganapaiy; Park and Kim, 2003; Elliott
and Speck, 2005). This could lead to a broader mstaleding of e-commerce
adoption influence by different factors. Futureei@sh could examine different type
of online vendor currently undertaking e-commenteGreat China Region (China,
Taiwan and Hong Kong). and use content analysisviestigate which factors drive

them to adopt e-commerce and why.

Overall, the study has achieved its objectivesraade some primary contributions to

the literature in the area of e-commerce developraed adoption.
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Questionnaire

This questionnaire is part of my PhD research gpiétaUniversity. The research
project is investigating the cultural influence @onsumers’ trust in electronic
commerce. | am requesting your voluntary partiegrain this study. This study asks
for your reaction to electronic commerce and yoyregience with purchasing online.

All responses to this questionnaire are for reseauaposes only, and will be kept
confidential. Your anonymity will also be assurd@the questionnaire should take no
more than 12 minutes to complete. When answeriagfdhowing questions please
feel free to add any additional information thatythink may be of interest to my
research. There is an additional section at theoérnide questionnaire for you to do
So.

If you feel unable for whatever reason to compéesection please just move onto the
next question. Also, if you have any questions reigg this project, please do not

hesitate to contact David Wu by email: da.wu@ nageuk

Many thanks for your time and contribution!

Please answer all questions by circlbad the select answer.

User profile- please tells us something about yourself.

Please be assured that the information providednfidential and will be used only
in aggregated form.

C1. Age

a) Less than 18 years

b) 19 to 30 years

c) 31to 40 years

d) 41 to 50 years

e) 51 to 60 years

f) More than 61 years of age
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C2. Are you a male or female?

a) Male
b) Female

C3. What is your current occupation?

a) Student

c) Employee
b) Employer
c) Unemployed
d) Retired

C4. What is the highest level of education you hastaeved?

a) Lower than high school

b) High school

c) Vocation/ Technical school (2 year)
d) Degree/ undergraduate(4 year)

e) Master/ postgraduate

f) PhD/ DBA

g) Others

C5. Where do you live ordinarily?

a) Mainland China
b) Taiwan

¢) Hong Kong

d) Other

C6. How long have you been using the Internet?
a) Lessthan 3 years
b) 3 ~5years

c) 5~7years
d) More than 7 years
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C7. How many hours per day on average do you uedhternet?

a) Less than one hour
b) 1~ 3 hours

c) 3~5hours

d) 6~ 10 hours

e) Above 10 hours

C8. Where do you mostly get access to the Intdroet?

a) Home

b) School, college or university

c) Work place

d) Public building (e.g. library)

e) Commercial service (e.g. Internet café)
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Purchase Attitude

P1. How many times did you previously purchase pctglor services over the
Internet in the last year?

a) Never

b) Once

c) 2-5times

d) 6-10 times

e) More than 10 times

P2. When was the first time you purchased ovetrtteznet?

a) Within this week

b) Within this month

c) Within this year

d) 1- 3 year ago

e) More than 3 years ago
f) Never

P3. When was the last time you purchased ovemitieenet?

a) This week

b) This month

c) Within this year

d) More than 1 year ago
e) Never

P4. Do you use Internet Banking?

a) Yes

b) No
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Please give your opinions by circlibgld the number that expresses the extent of
your agreement or disagreement with each statebedoi.

Each statement is accompanied by a 5-point scageentl = strongly disagree” and
“5 = strongly agree”.

Online Trust
We would like to know your opinions about onlinesr

Statements Strongly Disagree| Neutral Agree | Strongly,
Disagree Agree
| have faith in 1 2 3 4 5
humanity

More than 50 per cent
of online vendors 1 2 3 4 5
provide correct
information about the
items that | want to
purchase

More than 50 per cent
of online vendors 1 2 3 4 5
provide useful and

sufficient information

More than 50 per cent
of online vendors keep 1 2 3 4 5
promises and
commitments

More than 50 per cent
of online vendors’ 1 2 3 4 5
services meet my
expectations
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Online Security

We would like to know your perception of online sety

Statements

Strongly
Disagree

Disagree

Neutral

Agree

Strongly|
Agree

More than 50 per cent
of online vendors
implement security
measures to protect
internet shoppers

More than 50 per cent
of online vendors
usually ensure that
transactional
information is
protected from
accidentally being
altered or destroyed
during a transmission

More than 50 per cent
of online vendors
provide sufficient
information when | try
to make a transaction

| feel safe to use my
credit card to purchase
online in most cases

It is important to me

that the online vendor
has multiple third party
certifications
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Culture Influence

Statements

Strongly
Disagree

Disagree

Neutral

Agree

Strong
Agree

| would take my
friend’s / family’s
advice whether | should
purchase online

| would take advice
from members of the
virtual community
whether | should online
purchasing

It is important to me
that a person/ friend
recommends a website
to me before | purchas
online

4]

For goods, checking
the physical condition
of the products is
necessary before |
purchase online
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Intention to Purchasing

We would like to know about your Internet shoppdegision and your willingness to

buy

Statements

Strongly
Disagree

Disagree

Neutral

Agree

Strongly|
Agree

| can save money by
online purchase

| can save time by
online purchase

Online purchase
increases my
productivity in
shopping (e.g. make
purchase decisions or
find product
information within the
shortest time frame)

| am likely to purchase
online within a month.

| intend to continue
purchasing online
rather than use other
alternative (local shop)
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Perceived Risk

We would like to know your perception of risk

Statements

Strongly
Disagree

Disagree

Neutral

Agree

Strong
Agree

Purchasing from
Internet would involve
more product risk (i.e.
defective product)
when comparing with
traditional ways of
shopping

Purchasing from
Internet would involve
more financial risk (i.e.
fraud, hard to return)
comparing with
traditional ways of
shopping
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Please give your opinions by circlibgld the number that expresses the extent of
your choice with each statement below.

How well does the
online vendor fit your
personal requirements 1 2 3 4 5
needs (1- absolutely
low, 5- significantly
high)

What is the likelihood
of getting a good
bargain by purchase 1 2 3 4 5
online (1- very
unlikely, 5- very likely)

How much risk would
you tolerate when
deciding to make a 1 2 3 4 5
purchase online (1-
absolutely no risk, 5-
significant risk)
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Outcomes

O1. How satisfied are you with using the Intermetthe purchase of last time?

a) very satisfied
b) satisfied

c) neither

d) dissatisfied

e) very dissatisfied

0O2. Would you purchase similar products or servica® Internet in future?

a) definitely yes
b) possibly

c) probably not
d) definitely not

03. Would you recommend purchase the same prodwdtis via Internet to a
friend?

a) definitely
b) possibly
c) probably not
d) definitely not

O4. How long was it taking to make a purchase ftotarnet on average?

a) Less than 10 minutes
b) 11~30 minutes

c) 31~45 minutes

d) 46~60 minutes

e) More than 1 hour
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O5. What is the main reason you would make a psgecbaline?

a) Convenience (easy to use)

b) Time saving

c) Bargain price

d) Secure transaction

e) Range of products/ availability of products
f) Other. Please specify:

06. Would you like to be contacted for further @s@?

a) Yes, please leave your email here:
b) No

Thank you very much for taking the time to supportthis research.
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Please leave your comments and suggestion here
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Please leave your comments and suggestion here
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APPENDIX II

Copy of Final Questionnaire

Copy of Final Questionnaire Simplified Chinese \ams

Copy of Final Questionnaire Traditional Chinesesitn
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Questionnaire
30 May 2008

Dear Sir/Madam,

This questionnaire is part of my substantial resdeat Napier University, Edinburgh
in UK. The research project is investigating théuwal influence on consumers’ trust
in electronic commerce. Your voluntary participation this study is very much
appreciated. This study asks for your reaction lectenic commerce and your
experience with purchasing online.

All responses to this questionnaire are for reseauaposes only, and will be kept
confidential. Your anonymity will also be assurd@the questionnaire should take no
more than 10 minutes to complete. When answeriagfdhowing questions please
feel free to add any additional information thauyhink may be of interest to the
research. There is an additional section at theoéride questionnaire for you to do
So.

If you feel unable for whatever reason to compéesection please just move onto the
next question. Also, if you have any questions reigg this project, please do not
hesitate to contact David Wu by email: da.wu@ naguieuk

Many thanks for your time and contribution!

Yours faithfully,

David Wu, Ph.D. Candidate
School of Accounting & Economics
Napier University Business School
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Purchase Attitude

Please answer all questions by circlb@ding/colouringhighlighting the select
answer.

P1. How many times did you previously purchase pectglor services from Internet
over the last year?

a) Once

b) 2-5times

c) 6-10times

d) More than 10 times
e) Never

P2. When was the first time you purchased ovefrtteznet?

a) Within this week

b) Within this month

c) Within this year

d) 1- 3 year ago

e) More than 3 years ago
f) Never

P3. When was the last time you purchased ovemitieenet?
a) This week
b) This month
c) Within this year
d) More than 1 year ago
e) Never

P4. Do you use Internet Banking?

a) Yes
b) No
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P5. What type of products or services have youhmased over the Internet last time?
(Choose One only)

a) Digital products (CD, DVD, Video, software)

b) Electronics (Audio and video system, PC hardware)
c) Books

d) Groceries

e) Flowers

f) Fashion and apparel

g) Tickets (travel, cinema, etc.)

h) Toys/ gifts pack

i) Financial services (stock and shares, insurancegage, banking)
j) Not applicable

k) Others, please specify:
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Please give your opinions by circlibglding the number that expresses the extent of
your agreement or disagreement with each statebetoiv.

Each statement is accompanied by a 5-point scageentl = strongly disagree” and
“5 = strongly agree”.

Online Trust
We would like to know your opinions about onlinesr

Statements Strongly| Disagree| Neutral| Agree| Strongly
Disagree Agree
| have faith in humanity 1 2 3 4 5

More than 50 per cent of
online vendors provide 1 2 3 4 5
correct information about the
items that | want to purchase

More than 50 per cent of

online vendors provide useful 1 2 3 4 5
and sufficient information
More than 50 per cent of
online vendors keep promises 1 2 3 4 5

and commitments

More than 50 per cent of
online vendors’ services meet 1 2 3 4 5
my expectations
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Online Security

We would like to know your perception of online sety

Statements

Strongly
Disagree

Disagree

Neutral

Agree

Strongly
Agree

More than 50 per cent of onling
vendors implement security
measures to protect Internet
shoppers

v

L

More than 50 per cent of onling
vendors usually ensure that
transactional information is
protected from accidentally
being altered or destroyed
during a transmission

v

L

More than 50 per cent of onling
vendors provide sufficient
information when | try to make
a transaction

\1%4

| feel safe to use my credit car
to purchase online in most cas

It is important to me that the
online vendor has multiple thirg
party certifications
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Culture Influence

Statements

Strongl
Disagree

y Disagree

Neutral

Agree

Strongly
Agree

| would take my friend’s
family’s advice whether
should purchase online

| would take advice fron
members of the virtug
community  whether

should online purchasing

N
||

It is important to me that
person/ friend recommeng
a website to me before
purchase online

s 1

For goods, checking the

condition  of
products IS

before

physical
similar
necessary
purchase online
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Intention to Purchasing
We would like to know about your Internet shoppdegision and your willingness to
buy

Statements Strongly Disagree| Neutral Agree | Strongly
Disagree Agree

| can save money by online
purchase 1 2 3 4 5

| can save time by onling
purchase 1 2 3 4 5

Online purchase increases
my productivity in
shopping (e.q. mak
purchase decisions or find
product information within
the shortest time frame)

9]

=
N
w
N
(&

| am likely to purchasg
online within a month 1 2 3 4 5

U

| intend to continue
purchasing online rather 1 2 3 4 5
than use other alternatiye
(local shop)
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Perceived Risk
We would like to know your perception of risk

Statements Strongly Disagree| Neutral | Agree| Strongly
Disagree Agree

Purchasing from Internet
would involve more produgct
risk (i.e. defective product) 1 2 3 4 5
when comparing with
traditional ways of shopping

Purchasing from Internet
would involve more financial
risk (i.e. fraud, hard to 1 2 3 4 5
return) comparing  with
traditional ways of shopping

Please give your opinions by circlibglding the number that expresses the extent of
your choice with each statement below.

Statements Absolutely Low | Uncertain| High | Significantly
Low High

How well does the
online vendor fit your
personal 1 2 3 4 5
requirements/needs

Statements Very | Unlikely | Uncertain| Possibly Very
Unlikely Likely

What is the likelihood of
getting a good bargain hy
purchase online 1 2 3 4 5
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Statements Absolutely Low | Uncertain| Medium | Significant

No Risk Risk Risk Risk
How much risk would
you tolerate when
deciding to make a 1 2 3 4 5

purchase online
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Outcomes

O1. How satisfied are you with using the Intermetthe purchase of last time?

a) Very satisfied
b) Satisfied

c) Neither

d) Dissatisfied

e) Very dissatisfied
f) Not applicable

0O2. Would you purchase similar products or servica® Internet in future?

a) Definitely yes
b) Possibly

c) Probably not
d) Definitely not

0O3. Would you recommend purchase the same prodwdtis via Internet to a
friend?

a) Definitely
b) Possibly
c) Probably not
d) Definitely not

O4. How long was it taking to make a purchase fiotarnet on average?

a) Less than 10 minutes
b) 11~30 minutes

c) 31~45 minutes

d) 46~60 minutes

e) More than 1 hour

f) Not applicable
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O5. What is the main reason you would make a psgecbaline?

a) Convenience (easy to use)

b) Time saving

c) Bargain price

d) Secure transaction

e) Range of products/ availability of products
f) Other. Please specify:
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User profile- please tells us something about yourself.

Please be assured that the information providednfidential and will be used only
in aggregated form.

C1. Age

a) Less than 18 years

b) 19 to 30 years

c) 31to 40 years

d) 41 to 50 years

e) 51 to 60 years

f) More than 61 years of age

C2. Gender

a) Male
b) Female

C3. What is your major occupation currently?

a) Executive/Managerial

b) Professional (Doctor, Lawyer etc)
c) Academic/Educator

d) Computer Technical/Engineering
e) Service/Customer Support

f) Clerical/Administrative

g) Sales/Marketing

h) Full- Time Student

i) Self-employed/Own Company
j) Unemployed, looking for job

k) Retired

[) Other
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C4. What is the highest level of education you hestaeved?

a) Lower than high school

b) High school

c) Vocation/ Technical school (2 year)
d) Degree/ undergraduate(4 year)

e) Master/ postgraduate

f) PhD/ DBA

g) Others (professional qualification)

C5. Where do you live ordinarily?

a) Mainland China
b) Taiwan

c) Hong Kong

d) Other

C6. How long have you been using the Internet?

a) Lessthan 3 years
b) 3 ~5years
c) 5~7years
d) More than 7 years

C7. How many hours per day on average do you uedhternet?

a) Less than one hour
b) 1~ 3 hours

c) 3~5hours

d) 6~ 10 hours

e) Above 10 hours
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C8. Where do you mostly get access to the Intdroet?

a) Home

b) School, college or university

c) Work place

d) Public building (e.g. library)

e) Commercial service (e.g. Internet café)

C9. Would you like to be contacted for further wasé?

a) Yes, please leave your email here:
b) No

Thank you very much for taking the time to supportthis research.
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