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Abstract
Objectives: This study examines the adoption of e-commerce in Malaysian SMEs by asking the question: ‘How relevant is e-commerce to the requirements of SMEs, and how relevant are government programmes to the adoption of e-commerce by SMEs?’ This is an area in which careful assessment is not always considered important. This paper looks critically at the issue, examining closely a group of SMEs that has received e-commerce grants from government.

Prior Work: Governments everywhere design programmes to assist SMEs. Market failure is the usual justification. SMEs are short of resources of nearly all kinds, especially management time and information about how they might innovate. Initiatives to encourage SMEs to adopt e-commerce are prominent among the assistance programmes that most interest governments. Governments everywhere seem to believe that e-commerce will be the salvation of SMEs. With e-commerce, SMEs will prosper in the global marketplace, and with their prosperity will come jobs, wealth, regional development, and all manner of other good things.

Approach: Data for this study were collected through a large survey of SMEs in Malaysia. 3535 questionnaires were sent to SME managers by post. In addition to the survey, face-to-face interviews were carried out with SME managers and government policymakers to add detail to the study.  

Results: About 15% of respondents received government e-commerce funding. Almost 60% of this group claim this funding has been important in facilitating their adoption of e-commerce. However, results show that the SMEs with government grants to adopt e-commerce are no more likely to adopt than other SMEs. Most adopting SMEs have an Internet connection, but use it for no more than e-mail. Online payment and online buying are almost unknown among these SMEs. 
Implications: There is a need to evaluate government e-commerce programmes if SMEs are ever to benefit from them. It is important that government policy initiatives be correct if opportunities are not to be missed and resources wasted. These SMEs consider the e-commerce grant inadequate and are particularly critical of ‘one shot assistance’. E-commerce, they say, has to be developed, not installed. The government, however, has a different agenda and is not sympathetic.

Value: This study provides some evidence of the effectiveness of government e-commerce assistance. Studies based on large samples and combining postal questionnaires with semi-structured interviews are rare in the literature. 
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1. Introduction

There is a considerable literature on government assistance for the adoption of information communication technologies (ICT) (see, for example, Lee, 1981;  Boocock, 1994;  Mohd Asri, 1999;  Chan and Al-Hawamdeh, 2002;  Newton, 2006). In many countries, ICT is being seen as a ready means through which governments can address issues of economic development. Governments everywhere seem to believe that ICT is the key to economic growth. Indeed, many countries have invested heavily in ICT in the hope of economic development. 



One of the areas of ICT that interests governments is e-commerce. Most governments design e-commerce policy initiatives to assist businesses, particularly small and medium-sized enterprises (SMEs). They believe e-commerce will change fundamentally the way business is done. It follows that if e-commerce is crucial for economic success, businesses not involved in e-commerce will be left behind in the global marketplace (Corbitt and Thanasankit, 2002). For example, it is argued that, through adopting e-commerce, SMEs can compete with large organisations because the Internet provides equal access to both. Yet, very little is actually known about how SMEs are using e-commerce to interact with their customers, and to what extent SMEs have gained from ICT policy initiatives. 



This article presents the findings of a study of e-commerce adoption by Malaysian SMEs, looking closely to the SMEs that received e-commerce grant funding. It addresses two issues: (1) what use is currently made of e-commerce by SMEs in Malaysia?, and (2) how effective is government ICT assistance to these SMEs? The article is structured as follows. Section 1 presents the research problem and the research question, section 2 is a literature review and section 3 describes the methodology. Findings and analysis are discussed in section 4 and implications are presented in section 5.

2. Literature Review 
2.1 Small and Medium-sized Enterprises (SMEs)



SMEs have an extreme range of forms (Martin, 2000). They differ in type of business, in management style, firm characteristics, capabilities, resources, and business requirements, as well as in general performance (Curran and Blackburn, 2001). SMEs have little ability to influence their wider environment and their activities are usually dictated by the market (Curran and Blackburn, 2001). They lack capital and credit facilities, skilled labour and infrastructure. 



SMEs play an important part in the economic activities of most nations (Curran and Blackburn, 2001;  Simpson and Docherty, 2004). They constitute more than 90% of businesses (OECD, 2000;  BERR, 2005) and contribute to job opportunities (most new employment), and social cohesion, as well as regional and local development (Scupola, 2003). In the UK, for example, there are an estimated 4.3 million businesses, of which 99.9% are SMEs (BERR, 2005). SMEs account for between 30% and 70% of the gross domestic product of most countries (OECD, 1997). In Malaysia, SMEs (commonly called Small and Medium-size Industries, SMIs) form the bulk of companies in the country and they play a crucial role in the country’s industrialization. They now account for more than 90% of total businesses (Malaysia, 2004). 

There is no agreement on what precisely a SME is (Curran and Blackburn, 2001). Each country has its own definition of SMEs, and even within countries definitions of SMEs vary (Beaver, 2002). However, there are two common ways of defining SMEs: definitions based on financial turnover and definitions based on numbers employed (Curran and Blackburn, 2001). Definitions based on numbers employed are more popular, and most commonly used by policymakers (Curran and Blackburn, 2001) and researchers (DeLone, 1988;  Raymond, 1992;  Cragg and King, 1993). Employment is more objective, transparent (Curran and Blackburn, 2001) and less confidential (Pratten, 1991;  Mohd Osman, 2001). For this study, SMEs will be defined by an employment range from 10 to 250 employees (see, for example, Igbaria et al., 1997;  Kula and Tatoglu, 2003;  Ordanini, 2006).  Very small firms (fewer than 10 employees) will be excluded since these are likely to approach IT issues differently (Hussin et al., 2002) and because their numbers would swamp those of larger SMEs. 

2.2 Information and Communication Technology (ICT) Programmes to Assist SMEs


Governments everywhere design programmes to assist SMEs, and market failure is the usual justification (Macdonald and Assimakopoulos, 2007). SMEs are known to lack capital and credit facilities, skilled labour and infrastructure. They also lack funding for R&D, international marketing and employee training (Gilbey, 2005). Even in the best of climates, SMEs are highly vulnerable and 'high risk', particularly in the early phase of commercialising ideas and implementing business plans (Newton, 2006). SMEs, particularly start-up companies, need significant injections of funding and management skills to help them take advantage of fleeting market opportunities (Gilbey, 2005). So, governments everywhere design programmes to help SMEs. 



Programmes for SMEs differ across national economies to suit local conditions and circumstances (Harvie and Boon-Chye, 2002). Many of these programmes are based on promoting ICT policies. E-commerce is one of the areas of ICT that interests governments. E-commerce is said to be crucial for economic success, especially for developing countries and SMEs (Corbitt and Thanasankit, 2002). Policymakers are convinced that e-commerce will give a tremendous boost to SMEs because e-commerce will open the company’s doors to the entire world (Colecchia, 1999). Through e-commerce, there is no need for intermediaries; customers can relate directly to producers (Turban et al., 2003). Businesses that are not involved in e-commerce will be left behind in the global marketplace (Corbitt and Thanasankit, 2002). So, governments are advised to provide the right environment to support e-commerce: adequate telecommunications services, the appropriate legislation and reputation, secured banking and Internet operations, as well as a trained workforce (Colecchia, 1999).
2.3 E-commerce definition



There is no consensus on the definition of e-commerce (Kendall et al., 2001;  Daniel et al., 2002;  Grandon and Pearson, 2004). It depends on what the researchers are investigating. Some authors define e-commerce broadly as any business activities carried out over any electronic media (see, for example, Wigand, 1997;  Timmers, 1999). Some see e-commerce as focusing narrowly on certain activities or technological means (see, for example, Zwass, 1996;  Kalakota and Whinston, 1997;  Turban et al., 2003). However, recently, most researchers define e-commerce as conducting any business activities over the Internet (Tassabehji, 2003). Even so, there are still disagreements over which business activities are e-commerce. For example, some  studies consider using the Internet to search for business information or communicating through e-mail to be e-commerce (see, for example, Mehrtens et al., 2001;  Daniel and Wilson, 2002;  Kula and Tatoglu, 2003). Other studies do not see this as e-commerce (see, for example, Raymond, 2001;  Brown and Lockett, 2004). For this study, Zwass’s (1996) definition of e-commerce is adopted, focusing on Internet-based technology (Poon and Swatman, 1999;  Scupola, 2003):

“E-commerce is sharing of business information, maintaining business relationships and conducting business transactions by means of Internet-based technology”. 



Three main activities were examined to investigate the extent of e-commerce adoption among SMEs: e-mail, websites use and online buying. For the purpose of this paper, only websites are scrutinized to discover the extent use of e-commerce among SMEs, looking closely at SMEs that received e-commerce grant. 

2.4 E-commerce Policy Initiatives



Some governments design e-commerce policy initiatives based on the private sector promoting e-commerce (for example, the USA, Australia, Japan,  the EU and the UK) and some intervene directly (a ‘jump start’ policy) (for example, Ireland, Singapore and Hong Kong) (Corbitt and Thanasankit, 2002). When programmes depend on the private sector, the aim is a predictable, minimalist, consistent and simple environment for e-commerce. In Australia, the government applies a ‘light touch’ but plays a key role through online delivery of government service. In Japan, the government promotes e-commerce as part of internationalization policy. For example, there are no customs duties on electronic components (Corbitt and Thanasankit, 2002). In the UK, government e-commerce initiatives aim to modernize business by creating confidence in e-commerce. Government plays a role as an enabler of e-commerce. To facilitate this, the UK government has appointed an ‘e-Minister’ and ‘e-Envoy’ reporting directly to the UK Prime Minister (Corbitt and Thanasankit, 2002).  



Most small economies look to ‘jump-start’ e-commerce policy programmes. The Irish government, for example, is developing infrastructure to support e-commerce and skills in the university sector. To jump-start Singapore as an e-commerce hub, the Singapore government focuses on the sectors in which Singapore has an inherent advantage as a hub. Incentive schemes and other support programmes are used to encourage international and local companies to base their e-commerce activities in Singapore (Kendall et al., 2001). In Hong Kong, e-commerce policy programmes are focused primarily on building the IT infrastructure to support e-commerce. The government acts as the primary promoter by providing financial support, policy encouragement and infrastructure development. Schools in Hong Kong are required to make ICT a fundamental part of the school curriculum (Corbitt and Thanasankit, 2002).  
2.5 E-commerce Schemes in Malaysia



In Malaysia, the government has designed ICT schemes to encourage SME involvement in ICT, particularly in e-commerce. Among the e-commerce schemes are:

· the e-commerce grant for manufacturing SMEs, encouraging them to trade online

· the e-manufacturing grant for SMEs to use ICT to integrate themselves in the global marketplace

· the Technology-Industry-Government for e-Economic Revolution (TIGeR) project for manufacturing  SMEs to join the online global supply chain, and 

· the TIGeR e-Logistic partnership with the Royal Customs and Excise Department (RosettaNet) project for SMEs to integrate their systems with the e-commerce customs declaration of non-dutiable exports. 



Of the schemes to encourage SMEs in Malaysia to use ICT, the e-commerce grant is one of the most popular (SMIDEC, 2001). It was introduced by the Small Medium-sized Industry Development Corporation (SMIDEC) in July 2000 to assist SMEs in promoting their product beyond domestic boundaries, and specifically to participate in e-commerce. The objectives of the e-commerce grant were (SMIDEC, 2001):

· to encourage SMEs to have a website,

· to encourage SMEs to advertise their product and services on the website, 

· to encourage SMEs to engage in online transactions, 

· to assist SMEs to participate in e-commerce,

· to assist SMEs to overcome skill constraints when engaging in e-commerce.



Under the e-commerce grant scheme, SMEs obtain grants of up 70% of project costs to a maximum of RM10,000. This grant is for companies to design a welcome page for an electronic product catalogue, and also covers the costs of an e-commerce community portal provider. The community portal provider is a person or a company responsible for advising the SME how to match the business to the possibilities of e-commerce (SMIDEC, 2001). This involves not only creating the welcome page and product catalogue, but also designing and branding, advertising and administration training, administration services, daily backup services and support. SMEs choose their portals from thirteen e-commerce community portal providers listed on the SMIDEC website (SMIDEC, 2001). However, the grant covers only the costs of the first year of the e-commerce project (SMIDEC, 2001). More than 3,500 SMEs applied for the e-commerce grant, but just 1,818 applications were approved. It was expected that by utilizing the e-commerce grant, these SMEs would by now have their own websites, be able to market their products and services on the net, and would be preparing to sell online.

3. Methodology


The data for this paper have been gathered by means of a large-scale survey administered from September to November 2006 to SMEs all across Malaysia. The process was carried out in four steps. First, a total of 4995 SMEs was identified from three prominent databases: the SMIDEC (Small and Medium-sized Industry Development Corporation) database, the FMM (Federal Manufacturers Malaysia) database, and the PIKOM (Association of the Computer and Multimedia Industry) database. The SMIDEC database provides a list of all 1,818 SMEs that have received an e-commerce grant from the government. The FMM database offers a list of over 2,000 manufacturing and industrial service companies of various sizes. It is available commercially and updated yearly. The PIKOM database lists of over 700 ICT trading companies in Malaysia and is available through the PIKOM website. All these databases provide trading addresses, names of chief executive officers (CEOs) or managing directors, and number of employees, and are sorted alphabetically by company name. Second, a database of 3535 SMEs with 10 to 250 employees was constructed and 3535 questionnaires were sent to SME managers by post. Electronic surveys are obviously not appropriate for a study of adopters and non-adopters of e-commerce. Third, two weeks after the initial mailing, reminders were sent by phone, SMS (short message systems) or e-mail. Finally, approximately one month after that, a second mailing was sent to 2888 non-respondents. 
In addition to the survey, face-to-face interviews were carried out to add detail to the issues being studied (Greene et al., 1989;  Creswell, 1994). The interviews were conducted personally and lasted between one and two hours. Interviewees were policymakers and managers running SMEs.
 In the SME, the CEO tends to be the main decision-maker, information gatekeeper and the driving force of the company (Macdonald and Williams, 1993). Twelve policymakers and 16 SME managers agreed to be interviewed.

4. Findings and Analysis

4.1  Government and ICT: hopes and expectations


Government everywhere has a very optimistic view about the potential of ICT, the Internet and e-commerce more specifically. It believes that ICT is a key driver for economic growth and makes a significant contribution to the social fabric of a country (Taylor and Murphy, 2004;  Newton, 2006). In Malaysia, the government has designed plans to integrate ICT in every level of industry, incorporating systems to facilitate management, information gathering, access, and various forms of communications (Malaysia, 2007). With ICT, Malaysia is ready to move forward to modernisation and becoming a developed country by 2020 (Mohamad, 1996).


There is a clear conviction among the policymakers in this study that ICT can bring all kinds of benefits to organisations and people in the country. They believe ICT will increase productivity and efficiency. 

“ICT, particularly the Internet, is very important in every country.  It brings a lot of benefits and advantages to companies and organisations, especially for globalisation. As you know, our vision is to be a developed knowledge-based economy by 2020. So, we also need to have the technology that other countries have”.

Policymaker

“We want to move forward. ICT is the way. We want to make our country as modern as other developed countries. People everywhere are amazed at our technology. We have smart card and e-government (electronic government), which are very rare elsewhere.”

Policymaker

“Our country has developed very fast because of ICT. Look at Putrajaya, a planned city that acts as a new federal government administration centre, which is advanced with ICT. The public workers now work in harmony in this sophisticated environment. See, how advanced we are now.”

Policymaker


This faith in ICT is to be expected because policymakers work closely with ministers and politicians. They work in government offices, so they need to support government policies:

“Our minister is so enthusiastic about ICT. He wants our ministry to be advanced with ICT and in fact to be ICT champion among all the ministries. We design and implement ICT as needed. Our ICT planning is done collectively.”

Policymaker

“We want to make ICT, particularly the Internet, ubiquitous to the people, so that the people will increase their productivity. At the moment, research by consultants shows that we are still lacking a broadband infrastructure and cyber laws. So, now we are putting in more money to overcome these issues.”

Policymaker


This result is perhaps to be expected because: “When the idea that ICT boosts productivity is fashionable, as it is at the moment, there is lot of interest in funding, commissioning and publishing studies that show ICT boosting productivity” (Macdonald, 2004, p.103). Interestingly, though most these policymakers are very confident with ICT, they also have some doubts on how to go about it on ICT. They are uncertain to what extent ICT can shape the country in the future and how the people will perceive it:

“We have almost everything ready: network and infrastructure. We are ready for more sophisticated environment physically. However, mentally, the people are not ready yet. So, we are now creating ICT awareness for society. But, we are not sure how long this will take.”

Policymaker

4.2 Government, e-commerce and SMEs



Most policymakers in this study believe in e-commerce. They claim e-commerce is essential for businesses if they are to survive in the global marketplace. This result is consistent with other findings (see. for example, Corbitt and Thanasankit, 2002;  Adham and Ahmad, 2005). They believe that, through the Internet, distance is no longer a barrier. Companies can sell their products and services anywhere as long as the other parties are connected to the Internet:

 “E-commerce is so much easier. Buying and selling can be automated, 24 hours a day and 7 days a week. You don’t need to be there, as the e-commerce sites will do everything. It is really cost effective.”

Policymaker
“Why do we believe in e-commerce? It is actually quite obvious. Almost everywhere we hear people talk about e-commerce. It is the most efficient way of buying and selling online. We want our people to be involved with the electronic society. By adopting ICT, particularly e-commerce, it increases productivity and efficiency.”

Policymaker

Despite the grand enthusiasm for e-commerce among policymakers, some are less certain about how appropriate it is for SMEs and how receptive they will be. Given that the grant scheme is supposed to compensate these factors, for market failure, it is ironic that they are seen only as obstacles to the scheme’s success.

“We have designed a lot of e-commerce awareness programmes. We even have an e-commerce website winning program. Yet, the SMEs are hesitant to use it.”

Policymaker

 “E-commerce gives many advantageous. E-commerce, particularly website, needs to have an enhancement value to satisfy customers. If SMEs could not provide enhancement through their websites, then they do not need e-commerce.”
Policymaker

“I am very optimistic about e-commerce and I am not scared to buy online. I usually buy tickets online, but not expensive tickets. I am not sure how SMEs can sell valuable items on the Internet. Even items like shirts and trousers are still difficult to buy online. We need to visualize and to feel it first before purchasing.”

Policymaker
These could be the reasons why e-commerce projects are not doing well. Among the policymakers themselves, they have some doubt about e-commerce. They are not certain to what extent SMEs are able to use e-commerce in their businesses. 

“There are so many issues regarding SMEs. We have many plans for them. For example, we had an e-commerce strategic programme for SMEs a year ago, but it is still pending. I am the one who should head that project. Yet, I am very busy attending meetings and going out-station.”

Policy maker

4.3 The sample

292 responses were received within a month of the first mailing and another 255 responses after the second. A total of 547 responses were received (for an overall response rate of 17.6%). Of these, 18 were rejected because they came from companies with fewer than 10 employees or more than 250 employees, and a further 7 were not included because the return was incomplete. Hence, 522 useable responses (an effective response rate of 16.8%) are the basis for the findings of this study. Other surveys conducted in Malaysia have had a response rate of between 7% and 25 % (see, for example, Mohd Osman, 2001;  Othman et al., 2001). Figure 1 shows the pie chart of percentages of the responses according to sectors.

[image: image1.png]Wenufacturing,
[N





Figure 1: Percentage of SME sectors (n=522)

Out of 522, 370 (71%) of the respondents are from the manufacturing sector and only 91 (17%) of the SMEs, are from service sector. This is expected since the SMEs population in this survey is mostly taken from the databases of the manufacturing sector, the most prominent sector in Malaysia. 61 (12%) of the respondents claim that their business types are other sectors such as automation, construction, trading, retail and property. 

Out of these 522 respondents, 497 (95%) use e-mail in their businesses. However, only 309 (59%) have websites and only 149 (29%) have ever bought online. This finding is similar to those of other e-commerce studies, which disclose that SMEs are generally engaged mainly in such simple activities as e-mail (see, for example, Daniel and Wilson, 2002;  Drew, 2003;  Brown and Lockett, 2004;  Ordanini, 2006;  Pool et al., 2006). Table 1 displays the result of the investigation of 522 adopters and non-adopters of e-commerce.

	
	E-mail
	Website
	Buying online

	
	Adopters
	Non-adopters
	Adopters
	Non-adopters
	Adopters
	Non-adopters

	Services
	88
	3
	62
	29
	47
	44

	Manufacturing
	350
	20
	205
	165
	86
	284

	Others
	59
	2
	42
	19
	16
	45

	
	497
	25
	309
	213
	149
	373


Table 1: Number of e-commerce adopters and non-adopters by sector (n=522)

Out of 91 respondents from the service sector, 88 (97%) are e-mail adopters, 62 (68%) respondents are website adopters and 47 (52%) are online buyers. While out of 370 respondents from the manufacturing sector, 350 (95%) use e-mail in their businesses, 205 (55%) adopt websites, and 86 (23%) buy online. Figure 2 shows the percentage of e-commerce adopters and non-adopters on these two sectors. 
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Figure 2: Percentage of website adopters and non-adopters by sector

The results show that the service sector uses e-commerce more than the manufacturing sectors. Most SMEs in the manufacturing sector are non-adopters. This result is consistent with other findings showing a significant difference between e-commerce adopters and non-adopters by sector (see, for example, Goode and Stevens, 2000;  Daniel and Grimshaw, 2002;  Drew, 2003). 

Many SMEs, particularly in the manufacturing sector, claim they are comfortable with e-mail, but not with websites and buying online. They claim that negotiation on most of their products and services needs to be done in face-to-face meetings. 

“We don’t really need to have websites. We have listed our companies in the government database and in the yellow pages. We don’t see the significance of having our own websites at the moment”.

SME manager

 “We have a simple website which displays our company information, products and services. I think we need only this.”

SME managing director

4.4 SMEs receiving an e-commerce grant



There are 522 SMEs participating in this survey. Out of this, 215 (41%) are listed on the SMIDEC database (the list of SMEs that have received government e-commerce grant funding). Interestingly, only 69 out of 215 (32%) respondents claim they have ever received e-commerce grant funding. The other 136 (68%) of these SMEs are uncertain about the funding. Some declare they do not remember whether they have ever received the grant. Others state that they rejected it after their applications have been approved:

“We are not so sure whether we have received the grant before. It was a few years ago that we received some government ICT funding, but we really don’t know the grant’s name. We don’t have any retrieval information regarding this matter. We are so sorry.”

SME manager

“We accepted the e-commerce grant at the beginning, and then decided to reject the offer because of the rigid conditions.” 

SME managing director

All 69 respondents that definitely received an e-commerce grant have an Internet connection, but only 47 (68%) consider the Internet as important or very important for their businesses. Most of these SMEs regard the Internet as a source of information, but not a platform for doing business. 67 (97%) of these respondents use e-mail in their businesses, and only two of them claim that e-mail is not at all important. 

“Most of the time, we are with our workers in the factory. We use a lot telephone calls and SMS to communicate with our customers”

SME managing director

Of these 69 SMEs, 55 (80%) have websites; while another 14 SMEs claim that they do not have any websites at all. This result is surprising if they have received an e-commerce grant. Most of these 14 SMEs claim that they leave everything to the portal providers that the government appointed to set-up websites. But some of these portal websites themselves no longer exist and SMEs are not sure whether their websites are on the Internet now. Most of these 14 SMEs are comfortable with e-mail. They claim e-mail is as good as other communication channels to contact their customers:

“Why do I need to have a website, if an e-mail can serve my purpose? I communicate with my customers as well as sending brochures. What else do I need?”

SME manager

“E-mail is just fine. Anyway, I hardly used my company website previously. So, why do I bother to update it?”

SME manager

4.5 Website activities

One purpose of the e-commerce grant was to enable companies to create websites. Of the 55 SMEs with websites, 29 (42%) already had company websites before they received their e-commerce grant. So, why did they apply for the grant if they already had websites? Interestingly, many of them just wanted to try their luck. Some SMEs thought that the government grant might help them to improve their websites: 

“We are not sure about the conditions. We thought that we needed to have websites before we applied for the grant. We have our company websites before applying for the grant to show the government officer our URL (uniform resource locator) and our determination.”

SME manager

“Our first thought was that the grant is enough to set-up an online payment system, but it is not. There are so many e-commerce packages with different costings. We finally chose the simplest one.”

SME manager

Out of these 55 SMEs, almost 95% have an online catalogue, and 84% put details about the company on their websites. Interestingly, these SMEs are no more likely to have websites than SMEs which did not receive e-commerce grants (see, Hashim, 2007). Their websites are used for little more than providing contact details for the company and information about the company’s goods and services (see Figure 3). 
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Figure 3: Website activities of Malaysian SMEs that received e-commerce grants (n=55)

Very few SMEs (9%) are willing to put the price of their goods and services on their websites and accept online payment (only 7%). This result is in line with other studies (see, for example, Daniel and Wilson, 2002;  Drew, 2003;  Brown and Lockett, 2004;  Ordanini, 2006;  Pool et al., 2006). Many of the respondents state that even when their websites have the facilities for online transactions, they have never had one. 

“I am still wondering how online transactions occur on my company website. And I just don’t know what customers can buy through our websites. It is not practical at all to sell our product online.”

SME manager

“There was no online transaction at all during the first year of my company website operation. Nobody has ever ordered or paid online on our website.  It is so ridiculous for me to put in more money to the service that I am not going to use.”

SME manager

4.6 Results of the e-commerce grant scheme 



Out of 69 SMEs that received an e-commerce grant, more than half (54%) claim that the e-commerce grant has been either important or very important to their business. SMEs that receive government ICT funding are generally keen on government ICT funding for SMEs. However, many SMEs claim that the e-commerce grant was insufficient to allow their companies to use their websites for complex activities. They had to top up what the government offered with their own money, particularly in setting up an online payment system. They also needed to pay to the financial institutions arranging electronic transactions. On top of that, they also had to pay more to the e-commerce community portal providers if they want to have a user-friendly websites. 

“There are so many e-commerce packages offered. But, of course we have to put more money in if we want better ones.”

SME manager



Many of the SMEs admit that they do not really want the e-commerce grant funding. What they really want is a better relationship with the government:

“We need to show that our company has websites to apply for the e-commerce grant. We take this opportunity to have some relationship with the government.”

SME manager

“To have contact with government is important. We need some supports and injections from the government to survive.”

SME manager



It is hard to be positive and constructive about the e-commerce grant scheme, and particularly about its encouragement to SMEs to adopt e-commerce. There are only 69 SMEs that claim that they have ever received these grants in this study and many of them have different views. Some SMEs claim that the grant is essential, while others declare it useless. Some blame the government for not making proper plans. The government, on the other hand, believes it has done well. It talks about the benefits of government assistance, and puts the blame on SMEs for not seizing the opportunities offered.  

“The government is so generous. We design a lot of ICT initiatives to help SMEs. But SMEs are reluctant to come to us to ask for money. We have to go to them and help them.”

Policymaker

“A lot of ICT funding for SMEs is wasted and not fully utilised. We don’t know why this is happening.”

Policymaker

“We appreciate that government provides funding to help SMEs to set-up e-commerce. However, there are many of these SMEs which do not fully utilise it. They just simply set-up a website without updating or maintaining it. I personally feel it is a waste. Maybe government should provide for those who needed it the most, but failed to obtain this funding.”

SME managing director

“Do not expect government will help. They just plan abruptly and claim they have helped SMEs. So, just do the best yourself.”

SME manager



Many SME managers think that the government should evaluate the programmes it designs for SMEs. The government should not regard the grant as ‘one shot assistance’. 

“Government should follow up the companies which received their grants. Then they would know what problems arise after the e-commerce grant has been spent.”

SME manager

“We got the grant. We have our website online. So what?”

SME manager

“The paperwork is massive. Once we got the grant from the government, we didn’t know if we already had a website on the Internet. We leave that totally up to the community portal providers. And suddenly, we find that we need to fund more money.”

SME manager


Interestingly, one of the policymakers in this study thinks that the e-commerce grant project has not been successful. But this is not to be disclosed. He claims that in implementing e-commerce, the successes should be publicised rather than the failures: 

“We want to encourage SMEs to adopt e-commerce. Why do we need to tell the people about failure? If we help ten SMEs to adopt e-commerce, and we have two successes, we are already happy. 20% of a success rate is fair enough. So for the unsuccessful SMEs, we look at the obstacles that hold back the use of e-commerce?”

Policymaker

This is perhaps to be expected. Consultants and policymakers tend to talk about the successes of e-commerce, but not the failures (Rodriguez, 2005). So, many stories of the ‘successful introduction’ of ICT by specific companies become examples that other companies are encouraged to follow (Macdonald, 2002). 

5. Implications

E-commerce has received much publicity, perhaps because it is so commonly assumed that it will dramatically change the way conventional business is done. This study found that the SMEs with government grants to adopt e-commerce are no more likely to adopt than other SMEs. Most adopting SMEs have an Internet connection, but use it for no more than e-mail. Online payment and online buying are almost unknown among these SMEs. 


There is a need to evaluate government e-commerce programmes if SMEs are ever to benefit from them. Policymakers should design initiatives appropriate to the SMEs they are meant to help. To do this, they must be aware of the nature of the SME sector. They should not see SMEs as miniature large firms that, nurtured and given the opportunity, will grow and become apart multinationals (Storey, 1994). They should concentrate on what SMEs really want rather than telling them what they want. They need to understand SMEs and “to talk business in their own terms” (Gray and Zappala, 2006). Perhaps government programmes to help SMEs, especially in adopting ICT, should be much more selective, directed only to those companies that fit the criteria of the model employed (Scupola, 2003):

“If ICT is important, then it is also important that ICT policy initiatives be correct – rather than simply highly visible – if opportunities are not to be missed and resources wasted”.

(Macdonald, 1987, p.231)


These SMEs consider the e-commerce grant inadequate and are particularly critical of ‘one shot assistance’. E-commerce, they say, has to be developed, not installed. The government, however, has a different agenda and is not sympathetic. 

“It may be that governments are attracted to interfere in the affairs of SMEs by the prospect of being seen to be doing good rather than by any conviction that their policies will be effective.”

(Macdonald et al., 2001, p.1).
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� The SME manager may be the CEO or managing director or the owner-manager, depending on the type of ownership of the company.
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