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ABSTRACT

Small and Medium-sized Enterprises (SMEs) are regarded as the backbone of the
growth of the world economy. They had recently experienced rapid growth and
improved their business activities in terms of customer numbers and revenue expansion
when they began using e-commerce in their business. Although there is a growing
interest in e-commerce, its use is still insufficient in Algeria. SMEs show a little
acceptance of e-commerce in their business processes. Consequently, e-commerce has
not yet found its place in Algeria, since it has not achieved the desired start as an
approved means of trade. The main objective of this study is to identify the direct,
indirect and mediating factors that have prevented SMEs from adopting e-commerce in
Algeria and develop a model to be adopted. To obtain a clear vision on the subject of
adopting e-commerce in Algeria, a preliminary study was established with semi-
structured interviews that were conducted with 7 SME managers. Then, the conceptual
model was developed through the models and theories which are among the most
frequently applied theoretical models on the adoption of e-commerce in developing
countries. These models are Unified Theory of Acceptance and Use of Technology
(UTAUT), Technology Organisation Environment (TOE), and Perceived eReadiness
Model (PERM) as well as from the results of the preliminary study. This research uses
the quantitative research method, where a survey responded by 315 SMEs in Algeria.
The research hypotheses were examined, and the proposed research model was
validated through Structural Equation Modelling (SEM) using AMOS software. The
main findings of the present study comprise some key factors that have a significant
effect on e-commerce adoption which are competitive pressure, delivery systems,
necessary guidance and assistance, buying habits, enterprise financial resource, human
resources, and trust in the state system and IT skills. The significant effects were
mediated by three variables which are awareness, fear of risk in e-commerce, and the
intention to adopt e-commerce. At the same time, there are three non-significant factors
which are government e-readiness, bank e-readiness and technology resources. Besides,
the measures of goodness-of-fit indices GOFI indicate that the conceptual model revised
is a fit model for e-commerce adoption by SMEs in Algeria. This model would be
provided useful information for SMEs, policymakers, and academics.
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CHAPTER ONE
INTRODUCTION

1.1 BACKGROUND OF THE STUDY

The Internet explosion coincided with the new millennium. Since then, its uses have gone
out from simple applications such as browsing and searching to more developed ones in all
life sectors and facilities such as commercial transactions, financial transfers and so on. In a
short period of time, it was able to integrate societies and change many of their life aspects
and values. With the help of the Internet, time and space have been compressed. It has
allowed organizations to expand beyond regional borders (Agwu & Murray, 2015). The last
few years have seen a rise in the volume of electronic commerce around the world as a result
of the spreading use of information and communication technologies (ICT). Compared to
traditional business, the Internet and e-commerce have provided consumers with more
benefits and different choices of both products and services. In spite of their size, traditional
companies must change their mind about selling products and services through the Internet
since it has become a need rather than a luxury. Entrepreneur managers, who are not ready
to use e-commerce, put themselves at risk of competition and maintenance of their position
in the marketplace (Hisrich & Ramadani, 2017). In the contemporary world, access to the
Internet is a must for companies of all sizes because that is where customers are at present.

The Algerian society has opened up to the world of new information and communication
technologies. In addition, access to the Internet has become easier than ever (Rassim &
Sonia, 2017). However, most of those using the Internet for advertising and presenting their
goods and services are utilizing email communication to get in touch with their suppliers and
customers; but only a few of them offer products and services through the network.

Therefore, e-commerce has not started yet in Algeria. Thus, Algerian SMEs remain far from
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the global development in this area (Zahra, Wassila, & Amine, 2017). Moreover, Algeria is
living in a transitional stage from a directed economy? to a market economy? , especially after
the oil price dropping and the economic crisis. This situation has forced the government to
adopt very large-scale and fast reforms to get a more diversified economy and to encourage
business competitiveness to be an alternative to the hydrocarbon-based economy. E-
commerce is one of the significant sectors that Algeria must encourage people to invest-in
(Khalifa, 2018). Since the infrastructure is available, but it needs to be more technologically
advanced. As sited by Ben Saci (2017), the electronic payment would be launched, and the
e-commerce legislation project would be presented by the government by the end of 2016.
However, there is a weakness in the use of bank cards and a delay in the rehabilitation of
electronic payment systems. So far Moreover, the Algerian banks have been kept away from
these developments (Fouatmiya, 2018). Though e-commerce in Algeria is still in its early
phases compared to other developing countries, an excellent and probable rapid and
sustainable growth is seen in the coming years.

According to Fatima Z. & Wassila L., (2017), nowadays, e-commerce uses various advanced
technologies such as electronic money transfer, supply chain management, online transaction
processing and marketing, electronic data exchange and inventory management systems. It
also offers numerous privileges such as low financial cost, potential income, international
business etc. That makes us wonder about how and to what extent e-commerce can promote
and enhance the Algerian economy in the future. This is undoubtedly going to help reduce
the widening gap between the Algerian and the developed countries economy. The

accelerating global development of e-commerce and the increasing international trend to

L1t is an economic system in which economic decisions related to resource allocation, production, investment
and pricing are under the control of the government or some other official body.

2 |t is an economic system in which economic decisions and pricing of goods and services are guided by the
interactions of individuals and companies in the country.
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spread the information and communication technologies (ICT) applications is driving Algeria
to follow the path of this type of commerce (electronic commerce) without a moment of
hesitation (Falak C., 2018).

1.2 STATEMENT OF THE PROBLEM

Small and Medium Enterprises (SMES) are considered as the locomotive of the growth of the
world economy since they are at the basis of more than 80% of a nation's economic growth
and of more than 90% of its entire businesses. They have recently experienced a rapid growth
and improved their business activities in terms of the number of customers’ expansion and
revenue growth when they started using e-commerce in their business. Although there is a
growing interest in e-commerce, its use is still insufficient in Algeria (Msitfa H., 2017; Falak
C., 2018).

Moreover, based on a preliminary study, e-commerce has not yet found its place in Algeria
as it has not been approved as a means of trade. There is a significant percentage of resistance
against e-commerce adoption in Algeria (Falak C., 2018). In other words, SMESs show a little
acceptance of e-commerce in their business processes because international e-commerce in
Algeria is weak or almost non-existent. So far, Algeria has not been able to keep pace with
its neighbours Morocco and Tunisia (Khalifa, 2018). Therefore, the actual e-commerce has
not started yet in Algeria and remains just a dream waiting to be achieved. Besides, there are
minimal studies about the reality of e-commerce in Algeria, and the majority of which are in
Arabic. Although, they dealt with the subject in terms of economics and management, they
did not report a model for the adoption of e-commerce as well as the factors that have an
impact on it. As a result of the preliminary study, the critical issue is that it is hard to find a
robust model of e-commerce to be adopted in Algeria because of the Algerian characteristics

and the lack of studies on the models to be adopted.
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The traditional market is more prevalent than e-commerce, and the sellers and consumers

prefer paying cash. SMEs have a great apprehension in dealing with banks to avoid taxes.

Thus, there is a fear of e-commerce risks and lack of awareness about its benefits.

1.3 RESEARCH OBJECTIVES

The main objective of this study is to recognize the factors that prevented SMEs from

adopting e-commerce in Algeria and develop a model to be adopted. Hence, the objectives

of this research are:

1.

2.

3.

To recognize the relationship between the variables namely environmental,
organizational, technology, individual, trust and security, social and culture and the
adoption of e-commerce in Algeria

To investigate the role of awareness, fear of risk in e-commerce and intention to
adopt e-commerce as the mediator variable in the adoption of e-commerce.

To examine the role of the awareness, fear of risk in e-commerce and intention to
adopt e-commerce as mediators between the variables namely environmental,
organizational, technology, individual, trust and security, social and culture and the

adoption of e-commerce in Algeria.

1.4 RESEARCH QUESTIONS

The questions of this research are as follows:

1.

What is the relationship between the variables namely environmental,
organizational, technology, individual, trust and security, social and culture, and
the adoption of e-commerce in Algeria?

What is the role of the intention of adopting e-commerce as a mediator between
booth awareness, fear of risk in e-commerce and the adoption of e-commerce in

Algeria?
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3. What is the relationship between the variables namely environmental,
organizational, technology, individual, trust and security, social and culture, and
the adoption of e-commerce via the awareness, fear of risk in e-commerce and
intention to adopt e-commerce?

1.5 RESEARCH OBJECTIVES AND QUESTIONS MAPPING

Table 1.5.1 Research Objectives and Questions Mapping
Research Objectives Research Question

RO1: To recognize the relationship
between the variables namely
environmental, organizational,
technology, individual, trust and
security, social and culture, and the
adoption of e-commerce in Algeria.
RO2: To investigate the role of | RQ2: What is the role of the intention of
awareness, fear of risk in e-commerce | adopting e-commerce as a mediator
and intention to adopt e-commerce as | between booth awareness, fear of risk in e-
the mediator variable in the adoption of | commerce and the adoption of e-
e-commerce. commerce in Algeria?
RO3:  To eéxamine the role of the RQ3: What is the relationship between the
awareness, fear of risk in e-commerce . X
. ! variables namely environmental,
and intention to adopt e-commerce as - o
. . organizational, technology, individual,
mediators between the variables . .
. o trust and security, social and culture, and
namely environmental, organizational, . .
the adoption of e-commerce via the

technology, individual, trust and e
. . awareness, fear of risk in e-commerce and
security, social and culture, and the | . .
intention to adopt e-commerce?

adoption of e-commerce in Algeria.

RQ1: What is the relationship between
the variables namely environmental,
organizational, technology, individual,
trust and security, social and culture, and
the adoption of e-commerce in Algeria?

1.6 IMPORTANCE OF THE STUDY

Small and medium-sized enterprises SMEs generally have limited access to information and
minimal capital. However, despite the limitations, they play a significant role in contributing
to the economic development and employment opportunities. There is a need to study more
about the elements that affect their decision to adopt e-commerce. Although many studies
about e-commerce adoption by SMEs in developing countries have been done, only a few
can be found in the Algeria. Thus, this study tries to give a deeper understanding of e-

commerce adoption in developing countries that have not yet started adopting it integrating
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