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ABSTRACT

E-commerce has tremendous potential to promote growth for micro and small-scale
enterprises (MSEs) in both developed and developing countries. This thesis was aimed
to investigate the current status and future direction to the adoption of e-commerce by

micro and small enterprises.

A questionnaire survey was conducted to collect data from 70 MSEs as samples located
in Vyas Municipality, Tanahun. Then the factor analysis was carried out using KMO
and BTS test in SPSS software. From 29 questions variables total five factor were found
naming Awareness, Human resources, Technology Use, Finance, and Market
Readiness. The result show that the overall scale value of all five factors was 3.205,
indicates the poor level of e-commerce adoption. Among five factor human resources
availability was most supportive factor with scale value 2.749, and market readiness
perception of enterprises was the most discouraging factor with scale value 3.975.

Even though 76 % of the enterprises were capable to adopt e-commerce based on
technology available and knowledge of ICT, only 33% of the enterprises were ready to
adopt e-commerce. In developed country only online payment system have been using
for payment but from result it was clear that, in Nepal cash on delivery have been still
preferred payment system compared to online transaction. Findings show that the
important inhibiting variables are lack of internal trust, lack of awareness, incapability
of dealing with rapid change, and lack of online transaction system. As per the
preference of the respondents and literature review B2B and B2C integrated e-

commerce system was proposed for the future implementation.
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CHAPETER ONE: INTRODUCTION
1.1 Background

When internet was systematically started in 1960s then lots of innovation have done in
the field of Information and Communication Technology (ICT). E-commerce is one of
the consequences innovation of evolution of internet. Now a day’s traditional concept
of buying and selling is going to be replaced by online system. In general e-commerce
is buying and selling of goods and services over internet using web-portal or mobile
application (Chaffey, Hemphill, & Edmundson, 2019). E-commerce has already
adopted by the developed countries and also spreading over developing countries. E-
commerce business are determined as most valuable business in present and near future.
The evidence is the Amazon is world’s largest online marketplace, defending its
position as the world’s most valuable brand for the third consecutive year (Finance,
2020).

E-commerce has considerable potential to promote the growth of micro, small and
medium-sized enterprises (SMES) in developed and developing countries. However, E-
commerce adoption by small enterprises in developing countries has faced many
challenges that have not been appropriately addressed due to the advanced nature of its
adoption in such countries (Kurnia, Mahbubur, Alzagooul, & Chudrie, 2015). SME's
and micro-enterprises play significant roles in Nepalese economic and social
development. It also allows small and medium-sized businesses to create wealth; by

growing employment opportunities and declining unemployment.

Send Gifts to Nepal was first online shopping portal, with the help of that portal people
residing abroad sent gifts to their friends and families in Nepal. While this wasn't really
based in Nepal, it provide people an opportunity of what it was like to buy things online.
Platforms such as muncha.com, neapalibazar.com, fatafatt.com,
bhatbhatenionline.com, thamel.com, giftmandu.com and so on were later introduced
but couldn't get their anticipated popularity because people in Nepal were just getting
friendly with the internet and ICT infrastructure. With the steady increase in the number
of internet users with time, e-commerce is flourishing and gaining attraction in Nepal
right now. With the aid of their smartphones, people are loving the idea of online
shopping, everything from cloth, food, electronic appliances, liquor, furniture and many

more.
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Major advantages of e-commerce are as follows (Nagaty, 2010):

Efficiency: In many ways, online shopping is improving business performance. They
present detailed information along with their prices to online customers and reduce
search costs. E-business models lower the cost to businesses of both production and

delivery.

Cross-selling: Based on their previous sales, businesses will maximize their demand

development with their own goods by selling new products to the existing customers.

Complementariness: An e-business model will deliver the complementary items

associated with the product purchased to the consumer.

Customer satisfaction: Increasing the degree to which service offerings satisfy on-line

customers.

Availability: Generally shopping will be done at fixed place and fixed time but online

buying and selling can be done from any place and any time.

Speed: Communication advancements allow transactions to be made almost

instantaneously.
Following are the major disadvantages of e-commerce (Nagaty, 2010):

Feel and touch: Online shopping allow consumer to search and see products but not
able to touch and feel them so consumer are not able to do perfect decision to choose

the available options.

Trust: Privacy and security issue is another concern in e-commerce So some customer

do not prefer to buy and sell online.
1.2 Problem Statement

Popularity of e-Commerce is increasing globally, so is in Nepal. As we look at the
Nepali market, every week new e-commerce website is emerging. But due to lack of
proper planning and vision most of them are not able to sustain in market. E-commerce

is very easy to start but existing in market is difficult and expensive task.

In existence of the e-commerce system in Nepal rises many issues such as all most all
are focusing on B2C business and medium and large enterprises. B2B e-commerce

model is not gaining popularity in present situation. In Nepal large number of
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population are involved in micro and small sized business but still they are doing
business in traditional way. There is a lack of proper knowledge whether they are
capable to do online business or not. This research demonstrates the factor analysis with
some context, real data, and understanding of the role of e-commerce in micro and small

businesses.
1.3 Research Objective
Main Objective

The main objective of this thesis is to identify the readiness to e-commerce adoption by
micro and small enterprises using factor analysis in Vyas Municipality of Nepal. By
analyzing those major internal e-commerce adoption factors propose suitable e-

commerce business model.
Specific Objectives

I. To find e-readiness factors of e-commerce adoption by Micro and Small
Enterprises in Vyas Municipality.

ii. Identify and analyze the supportive and challenging factors and find
readiness status for e-commerce adoption by micro and small enterprises in
Vyas Municipality.

iii. To propose e-commerce business model canvas for e-commerce

implementation in Vyas Municipality.
1.4 Limitations

e This thesis was done on the basis of primary data collected by questionnaire
survey.

e During the analysis only internal organizational variables were taken; external
environmental variables were not considered.

e To make proper business prototype another market survey need to be conducted,
but because of COVID-19 pandemic situation not possible to do site survey. So
simple business model was drawn on the basis of literature and some basic
variables of the survey.

e Confidence level of the research was taken 10%.

13



CHAPTER TWO: LITERATURE REVIEW

The Internet and computers have revolutionized electronic transactions like ownership
transactions or the ability to purchase products or services online. In addition to buying
and selling over the internet, e-commerce often includes connecting with business
partners. This is not restricted by the time or physical location from any position that
opened unrestricted new markets and can be done at any time. This is also known as
the process of buying , selling, transmitting or exchanging goods , services and/or

information via computer networks over internet (Shemi, 2012).

Based on the type of participant of the transection e-commerce can be categorized
mainly in four type. If the users of the portal are governments’ bodies, then the model
is defined as the government to government (G2G). If the users are other businesses
only, it is known as business to business (B2B). When participants are both businesses
and consumers in the transactions, then it is referred to as the business to consumer
model (B2C). If one consumer is selling goods or services to another consumer through
online, it is known as Consumer to consumer (C2C) e-commerce. This process of
buying and selling is generally handled by a third party platform that helps to take care

of the transaction information, generally known as a marketplace.

2.1 Global E-commerce

E-commerce allows consumers to take advantage of greater options and lower prices.
Global e-commerce is rapidly expanding and several trillion dollars are being
exchanged annually over the web. In 2017 about 1.3 billion people (one quarter of the
world’s population) aged 15 years and older, shopped online (UNCTAD, 2019). In
2019 Global e-commerce sales is nearly 3.5 trillion dollars worldwide, which is about
14 percentage of total retail sales and it expected to increase in coming years (Global
Ecommerce Sales (2014-2021), 2019). E-commerce adoption in developing countries
is somewhat different from developed ones. Developing countries often lack the
necessary physical infrastructures, financial, legal, awareness for the development of

E-commerce (Tan, Tyler, & Manica, 2007).

14



1 600

1 400

1 200

1 000

800

600

400

200

2015 2016

I Cross-border [l Non cross-border

Figure 2. 1 Global online shoppers, 2015-2017 (in Million) (UNCTAD, 2019)

2.2 E-commerce in Nepal

The biggest driver for possible e-commerce adoption in Nepal is rapidly increase in use
of internet and smartphones. According to Nepal Telecom Authority, mobile phone
penetration has reached 145 percent. Whereas broadband internet penetration in Nepal
is 72% by the end of 2019 and about 3 million of cellular mobile phone are imported in
last six month of 2019 (Authority, 2019) (Customs, 2019). Out of 176 countries Nepal
is in 140 position of ICT development index (IDI) with IDI value 2.88 out of 10,
whereas Iceland is on top with 8.98 value (ITU, 2017). In 2019 Nepal is in 112 rank
B2C e-commerce index among 152 countries with index value 35.4 out of 100
(UNCTAD, 2019).

Expansion of the ICT infrastructure have created prolific ground for the development
of e-commerce. Social media sites are now commonly used for socialization. But now
not only they are used for create connection with people to people, but now they are
also being used to connect businesses to customers for goods and services transections.
Nepalese youth have embraced the changing digital world because of their education
and largely driven by family members who have gone abroad for work and education.
Since young people outnumber any other age group in Nepal, they can drive economic
transformation by using digital technology. Both the private and public sectors need to
recognize and exploit this growing potential to develop a strong and sustainable

national economy.

Despite the potential, Nepal is still struggling to adopt e-commerce as a business tool

compared to other Asian countries. However, there are private-sector providers that
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have been pushing digital development. Nepal's e-commerce market is getting crowded

day by day as smaller startups are trying to sustain in market. Currently Daraz,

Sastodeal, Hamrobazar, Foodmandu other some e-commerce business leading on

Nepali market. Out of those daraz.com.np on the top, currently they are providing

services in 24 major cities.

Table 2. 1 Nepalese major e-commerce sites

Product Ma_in Alexa
S. . ; Payment | Busine | Count
Ecommerce Site | Availabl .
N. e Type Methods SS ry Delivery
Model rank Area
: COoD, C/D Major
1 | daraz.com.np Mixed Card B2C 42 Cities
Buyer and
. Seller
2 | hamrobazar.com Mixed Understandi c2C No
ng 52 delivery
COD, C/D
Card, other
3 | thulo.com Mixed Online B2C major
Payment, Cities
PayPal 177 | export
COD, Other
Online
4 | okdam.com Mixed payment,
PayPal, Major
Master card | B2C 241 | Cities
COD, Other
5 | sastodeal.com Mixed Online B2C .
payment, Major
C/D Card 243 | Cities
Inside
6 | foodmandu.com Fast food | COD B2C ring rogd
and its
760 | periphery
COD, Other
7 | socheko.com Mixed Online B2C .
payment, Major
C/D Card 1025 | Cities
i COD, C/D Major
8 | ugbazaar.com Mixed Card B2C 1127 | Cities
Electroni Kathman
9 | Ids.com.np cs COD B2C 1399 | du Valley
COD, Other
10 | reddoko.com Mixed Online B2C .
payment, Major
C/D Card 1427 | Cities
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Product Ma_in Alexa
S. Ecommerce Site | Availabl Payment | Busine | Count .
N. e Type Methods SS ry Delivery
Model | rank Area
COD, Other
. i Online
11 | meroshopping.com | Mixed payment, B2C Major
C/D Card 1525 | Cities
COD, C/D
Card, other
12 Mixed Online
Payment, Major
mystorenepal.com PayPal B2C 1527 | Cities
COD, Other
. Gift, Online
13 | giftmandu.com Mixed payment, B2C Major
C/D Card 1557 | Cities
COD, C/D
14 bhatbhatenionline. Mixed Carc_i, other B2C
com Online Kathman
Payment, 1951 | du Valley
COD, Other
15 | merokirana.com Grocerie | Online B2C
S payment, Kathman
C/D Card 2054 | du Valley
COD, Other
16 | muncha.com Mixed Online B2C .
payment, Major
C/D Card 2138 | Cities
COD, Other
17 | smartdoko.com Mixed Online B2C .
payment, Major
C/D Card 3029 | Cities
COD, Other
. Online
18 | cheers.com.np Liquor payment, B2C Kathman
C/D Card 3179 | du Valley
COD, Other
Electroni Online
19 cs payment, B2C
bestdealsnepal.co Bank Major
m.np Deposit 3197 | Cities
Garment
20 | style97.com S, COD, Bank Major
Fashion | Deposit B2C 4490 | Cities

Further prerequisite for successfully operating e-commerce is the digital payment

system. It is estimated that more than 85 per cent of e-commerce purchases are currently
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made using the cash on delivery process. Nepal Rastra Bank and Information and
Communication Technology Ministry need to develop customer friendly online
payment system. The availability of a simple and secure e-payment system may also

help to improve the export sector of the country.

E-commerce transactions also require strict regulatory enforcement and regulation.
Quality assurance regulations, protection for consumer rights, data privacy, return and
refund processes and payment solutions must all be governed by legislation. Foreign
direct investment (FDI) also important to grow online platform but strong legal
foundations would also require to attract them.

2.3 E-commerce Business model

E-commerce business platform use the Internet to keep the company running and
produce revenue. They have been built from plain text websites to interactive e-
commerce platforms that use web portals and mobile devices to attract the potential
customers and reach their current customers. In this technological era online business
is important for companies to succeed in the global economy. Adoption of e-commerce
business is a prime territory for innovation (Nagaty, 2010). Clearly, e-commerce creates
enormous new income, often through business start-ups and corporate ventures. This is
also changing market law in unprecedented ways for existing businesses. It would
therefore anticipate the topic of e-commerce to have drawn scholars' attention in the

areas of entrepreneurship and strategic development. (Amit & Zotta, 2000).

2.3.1 Business Model Canvas

To start the research on e-commerce business model first we have to understand the
existing models. Osterwalder's Business Model Canvas offers a blueprint and feedback
for businesses to document current business models and create new ones and it is a
firm-level concept (OSTERWALDER, 2004). It has nine related elements of business
information to represent the prime content doing business as seen in the Figure 2. 2
below. We understand that those elements are hard to operationalize and measure
before knowing to how they are conceptually related because they do not consider the
process of doing business (Zott, Amit, & Massa, 2011). But one may take an activity-
system perspective on the BMC for the purposes of implementation and calculation,

since operation sets support for each of its components.
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Key Key Value Customer Customer
partners activities propositions | relationships segments
Noy Channels
resources
1
Cost structure ° Revenue streams

Note: 1 = Product; 2 = Customer interface; 3 = Infrastructure management;
and 4 = Financial aspects.

Figure 2. 2 Business Model Canvas layout (OSTERWALDER, 2004)

There is also a relationships between those nine elements, the BMC has been suggested
as a four-dimensional business strategy framework. The four factors of the BMC are
labelled 1 to 4 and enclosed by heavy lines as shown in Figure 2. 2 above. The four

dimensions (Zott, Amit, & Massa, 2011) in the framework were presented as following:

e Value proposition: represents the way to create value of organizations for their
customers and for each entity engaged in the delivery of service.

e Value architecture: reflects how the tools and core competencies of an enterprise
are designed to generate and provide benefits to customer.

e Value network: provides inter-organizational channel between value
proposition and value architecture of the business model.

e Value financial: refer to the methods of revenue generation and major costs

structure of complete business processes.

2.3.2 Existing Business Models

Based on Osterwalder’s model we can also create canvas for existing business. By
drawing any one of the competitors' business models canvas to obtain a clear
understanding of their strengths, shortcomings, restrictions and what they can do or not.
This can improved understanding of the challenging marketplace to draw a better
business model. Before to start research in e-commerce need to understand business
model of the current successful online businesses. Here we have tabulated business

model canvas for existing national and international e-commerce models.
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Table 2. 2 Amazon Business Model Canvas

IT and Infrastructure
System Development and
management

Fulfillment center and
Warehouse management
Logistics system

e Fixed and variable both
cost
e Economics of Scale

Key Partners Key activities Value Propositions Customers Relationships Customers
e Product developers e Platform design and e Price minimize e Automated online service Segments
e Logistics Partners process optimization o Fast delivery e Reputation e CoOnsumers
e Subsidiaries e Merchandising e Returnand e Customer Service and e Prime
o Seller e Manage Supply chain Refund Policy email subscriber
e Banksand
Financing Partners
Key Resources Channels
e Atrtificial intelligent e Website and Apps
and Automation e Logistics for Home
e Software delivery
e Big Data e Debit/ Credit card and
e AWS other payment System
Cost Structures e Cost-Driven Revenue Streams e Fixed Pricing

Prime Customers

Sales Commission

High Volume Listing Fee
Promotion

Logistics

e Long term profit
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Table 2. 3 Alibaba Business Model Canvas

Key Partners

e Manufacturers °
and distributors

e Logistics Partners

e Subsidiaries .

e Banksand .
Financing
Partners

Key activities

Platform design and
process
optimization
Promotion

Manage Supply
chain

Key Resources

IT and Software

Artificial intelligent
and Automation

Human resources

Value Propositions

e Access to global
suppliers.

e Range of products
e Return and Refund

Policy
e Alipay payment
system

e B2B and B2C hoth

system

Customers Relationships

Automated online
service

Discounts and
coupons

Reputation Customer
Service and email

Channels

Website and Apps
Logistics for delivery
Alipay and Other
Payment Systems

Customers Segments

e Consumers

e Trade agent,
Wholesalers,
Retailer

Cost Structures

e IT and Infrastructure

e System Development and
management

e Logistics system

e Human Resources

e Fixed and variable both

cost

Revenue Streams

e Commission from sellers
e Supplier special membership
e Promotion

e Fixed Pricing

e Long term profit
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Table 2. 4 Ebay Business Model Canvas

Key Partners

Independent
Sellers

Business Sellers
Paypal, Banks and
Financing Partners
Logistics partners
Subsidiaries

Key activities

Platform design
and process
optimization
Manage Supply
chain
Advertising

Key Resources

IT and Software
System
Human Resources

Value Propositions

Options to auction
System and fixed
price

Independent seller
Return and Refund
Policy

Ability to compare
different products
StubHub

Customers Relationships

Automated online
service

Discounts and
coupons

Auction system
Customer Service
and email

Channels

Website and Apps
Logistics for
delivery

Paypal and Other
Payment Systems

Customers Segments

e Consumers

Cost Structures

System development and

management
Advertising and
marketing
Logistics system

e Fixed and variable both

cost

Revenue Streams

e Listing fee above 50 items
Per months.

e Sales Transection Fee
e Aduvertising on classified

Fixed Pricing and
Auction system
Long term profit
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Table 2. 5 Flipkart Business Model Canvas

Key Partners

Manufacturer,
distributors, and
seller

Walmart
Payment Partners
Subsidiaries

Key activities

Platform design
and process
optimization
Manage Supply
chain

Key Resources

IT and Software
system

Fulfillment Centers
Human resources

Value Propositions

e Wide Selection

e Product
comparison

e Price minimized

and trust

e Return and Refund

Policy

e 24*7 customer

service

Customers Relationships | Customers Segments

e Automated online e Consumers
service
e Customer review

and support

Channels

e Website and Apps

e Logistics for
delivery

e Cash on delivery
and Card system

Cost Structures

System development and management

Logistics System
Human resources
Business promotion

Revenue Streams

Sellers Commission
Shipping Service (Ekart)
Shopping fees (Flipkart Assured Program)
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Table 2. 6 lazada Business Model Canvas

Key Partners

e Manufacturers and
distributors

e Logistics Partners

e Payment Partners

e Subsidiaries

Key activities

e Platform design
and process
optimization

e Manage Supply
Chain

Key Resources

e Software and
System

e Fulfillment centers

e Human resources

Value Propositions

e Access to main
suppliers.

e Range of products

e Return and Refund
Policy

Customers Relationships

e Automated online
service

e Discounts and
coupons

e Customer Service
and email

Channels

e Website and Apps

e Logistics for
delivery

e Debit/ Credit card
and Lazada wallet
payment System

Customers Segments

e Consumers

Cost Structures

IT and Infrastructure
System Development
Logistics system
Human Resources

Fixed and variable both
cost

Revenue Streams

e Commission from sellers e Fixed Pricing

e Promotion
e Delivery Service

e Long term profit
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Table 2. 7 Daraz Nepal Business Model Canvas

Key Partners

e Manufacturers and
distributors

e Logistics Partners

e Banks and
Financing Partner

Key activities

e Platform design
and process
optimization

e Manage Supply
Chain

Key Resources

e Software and
System

e Human resources

e Fulfillment Center

Value Propositions

e Access to main
suppliers.

e Range of products

e Cash on delivery

e Return and Refund
Policy

Customers Relationships

e Automated online
service

e Discounts and
coupons

e Customer Service
and email

Customers Segments

e Consumers

Channels

e Website and Apps

e Logistics for
delivery

e Cash on delivery
and Debit/ Credit
card payment
System

Cost Structures

IT and Infrastructure
System Development
Logistics system
Human Resources

e Fixed and variable both

cost

e Commission from sellers
e Delivery Service fee

Revenue Streams

Fixed Pricing

Long term profit
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Table 2. 8 Hamrobazar Business Model Canvas

Key Partners

e Independent Seller

Key activities

e Platform design

Key Resources

e Software and
System

Value Propositions

e Verities of items

e New and used
items

e Able to contact
seller and buyer
directly

Customers Relationships

e Automated online
service

e End to end direct
contact

Channels

e Website and Apps

Customers Segments

e Consumers

Cost Structures

e System Development and Management

Revenue Streams

e Advertising
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Table 2. 9 Sastodeal Business Model Canvas

Key Partners

Key activities

e Vendors e Platform design
e Logistics Partners and process
e Banksand optimization
Financing Partner e Manage Supply
Chain

Key Resources

e Software and
System
e Human resources

Value Propositions Customers Relationships
e Range of products e Automated online
e Multiple payment service

methods e Customer Service
e Return and Refund and email
Policy
Channels
o Website
e Logistics for
delivery
e Various Payment
methods

Customers Segments

e Consumers

Cost Structures

IT and Infrastructure
System Development
Logistics system
Human Resources

Revenue Streams

Commission from sellers
Delivery Service

Fixed Pricing

Long term profit
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2.4 E-commerce Adoption Model by SMEs

Numerous models have been developed over the years to assist in the adoption of e-
commerce to gain the benefits and resolve the barriers. Three of these have been
described from the literature as the most widely used for research on e-commerce
adoption.

1. Technology Organization Environment (TOE).
2. Technology Acceptance Model (TAM).
3. Perceived e-readiness model (PERM).

Technology Organization Environment (TOE) Framework

According to the TOE framework Technological innovation in organization is
influenced by three factors (Baker, 2011). The technological context involves the
availability and features of the technology. The organizational context includes
informal and formal approaches, communication mechanisms, and organizational
scale. The environmental background involves features like policy control, market

dynamics and development infrastructure.
Technology Acceptance Model (TAM)

TAM is widely used in studies regarding the adoption of information technology. Davis
and Viswanath developed it to explain the adoption by users of new technology
innovation in organizations. This indicates perceived utility (PU) and perceived ease of
use (PEOU) as the two key determinants of technology adoption in an enterprise. In
this model, perceived usefulness is defined as the degree to which the individual is
confident that continued use of a particular program will improve their job efficiency.
While perceived ease of use is the way in which a person believes it will be free from

mental and physical effort to use a given system.
Perceived E-Readiness Model (PERM)

A more practical model built in the sense of developing countries is Molla and Licker's
Perceived E-Readiness Model (Molla & Licker, 2005). This model have two major
constructs to obtain both external and internal components. The internal factor is termed
Perceived Organisation E-Readiness (POER) and the external factor termed perceived
Environmental E-Readiness (PEER).
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From the developing countries viewpoint, the key drawback of the first two models is
that they are structured to fix problems within developed nations. Issues that may seem

minor in developed countries can be essential for developing region institutions.

2.5 Introduction Vyas Municipality

Vyas municipality is at 150 Km to the west from the Kathmandu and 50Km east from
Pokhara on Prithivi Highway. It was formed after re-establishment of multiparty
democracy in 1991 A.D.

Table 2. 10 General information of Vyas Municipality

Province 4 (Gandaki)
No. of wards 14
Total Area 247.77 Km?
Population 71809
Population Density 290 Person/Km?
e e e e L et

LAMIUNG e

Legend « 14 Keshavtar
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River
1 New ward Boundary
Old wWard Boundary 1 >
{7} District Boundary i /
Added VDC or Municipality

[T vyas Mmunicipatity ~ wm e sy BRGNS R TIAYA

Figure 2. 3 Vyas Municipality map (Municipality, 2019)

Vyas municipality is the district head quarter of Tanahun district. Among 14 wards

Ward number one, two, three and four are the urban areas. Ward five, seven, ten and
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eleven are semi-urban areas and others are rural area (Municipality, 2019). Ward wise

population information is given in table below.

Table 2. 11 Population Structure of Vyas Municipality (Municipality, 2019).

Ward | Population | Male Female Area Population

No. (Square Density (per
Km) square Km)

1 9553 4880 4673 8.29 1152.35

2 4197 2071 2126 0.38 11044.74

3 2788 1399 1389 0.74 3767.57

4 5022 2544 2478 2.12 2368.87

5 6672 3375 3297 20.16 330.95

6 5694 2924 2770 35.34 161.12

7 4075 2111 1964 21.2 192.22

8 2733 1384 1349 20.08 136.11

9 4799 2454 2345 25.06 191.50

10 7317 3689 3628 15.11 484.25

11 5668 2882 2786 33.33 170.06

12 5656 2834 2822 15.4 367.27

13 4073 2114 1959 26.07 156.23

14 3562 1828 1734 24.49 145.45

Total | 71809 36489 35320 247.77 289.82
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CHAPTER THREE: METHODOLOGY

This chapter explains the methodological terms and the methods chosen to conduct this
study, right from selecting the topic and carrying out the whole research work till
recommendations. Research methodology drives the researchers and keep him on the
right track. This mainly explores what type of research the researcher has carried out
and how a researcher had done it.

The focus of this research was to perform an appropriate readiness assessment to adopt
e-commerce by micro and small enterprises. This thesis also tried to get preference of

those enterprises’ to use e-commerce in the future.
3.1 Research Design

Descriptive research does not blend perfectly in the context of either quantitative or
qualitative research techniques, but may incorporate both components, even within the
same sample. The term descriptive research study corresponds to the kind of problem
statement, design, and analysis of data that will be applied to a particular subject. It also

say what really is, while inferential statistics seek to answer cause and effect.

Descriptive statistics use methods for data collection and interpretation that generate
information on core pattern, variance, and association measurements. The integration
of its characteristic description and correlation statistics, together with its emphasis on
specific research issues, procedures and findings, distinguishes descriptive research
from other forms of study. Three main research aims are to identify, clarify, and confirm
the results. Description emerges after innovative experimentation and helps to arrange
the results to match them with explanations, and then to check or verify those
explanations (Krathwohl, 1993).

A case study is essentially an in-depth analysis of a particular situation, rather than a
broad statistical survey. It is a tool used to narrow down a very wide area of study into
one topic that is easily explored. An opinion-based case study is intended to stimulate
reasoned debate. There really is no right or wrong answer in a case study (Shuttleworth,
2008). There are two different approaches to case studies; the analytical approach and
problem oriented method. In analytical approach the case study is examined in order to
try and understand what has happened and why. It is not necessary to identify problems

or suggest solutions where in problem oriented method the case study is analyzed to
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identify the major problems that exist and to suggest solutions to these problems.
Researcher has followed an analytical approach for this case study.

3.2 Sampling Methods
There are so many methods of sampling, some of those are as follows:

Random Sampling

Random sampling, the simplest method of sampling under the likelihood strategy,
provides equal chances for each item of the study population to be chosen.

Stratified Sampling

Under stratified sampling the population is divided into several group that are
individually more homogeneous than the total population and then we select items from

each stratum to constitute a sample
Systematic Sampling

In systematic sampling each N item will be picked from the intended population's list
of groups. For example, the sample should include the participants from the list listed
at every 5. That means the 5™, 10", 15" etc. will be chosen to become the sample

group members.
Quota Sampling

Another non-probability method, quota sampling also identifies strata like stratified
sampling, but it also uses a convenience sampling approach as the researcher will be

the one to choose the necessary number of participants per stratum.

In this research random sampling was used for the data collection. There are total about

1046 MSEs are presently running in Vyas municipality (Municipality, 2019).
3.3 Sample Size

Z%Npq

Minimum sample size(n) = ———.........cc.eeeonnn.. Equation 3.1

For simple random sampling Equation 3.1 will be used to find number of sample (Dansa
& Gonzalez, 2017).
Where n= sample size

N= Population = 1046
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Z= Standard normal value (1.645 for 90% confidence interval)
p= proportion (0.5 for unknown)

q=1-p

E= Estimated error margin (10%)

16457 %1046 % 0.5% 0.5
1046 * 0.12 + 1.6452 % 0.5 % 0.5

n

n= 64
3.4 Data Collection

The researcher used questionnaire as data collection tool as required. The questionnaire
assessment was carried out in Vyas Municipality based on the Perceived organization
e-readiness for e-commerce adoption framework from literature review. The
questionnaire consists of total 29 questions that will be asked to the firm’s

representative.

Questions are designed by the consultation with experts and also using researcher’s
own past ICT related works experiences. Five likert scale was used for each questions
from strongly agree (1) to strongly disagree (5). Where all the questions reflects the
positive statement of the data required; then responders choose one of the five option

for the given statement.

Strongly Agree Neutral (3) Disagree Strongly
agree (1) (2) 4) disagree (5)

Figure 3. 1 Five Likert scale (Kothari & Garg, 2019)

3.5 Statistical Analysis Approach
The data collected from questionnaire survey was digitized in the Microsoft excel then
both SPSS and excel were used to analyzed data. Firstly, we carried out the factor

analysis process to identify the questions lied in the same factor.

3.6.1 Factor Analysis
The key statistical method for evaluating the information was the factor analysis. The

main objective of this technique is to classify many questions into few factors based on
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the relationship among questions. Factor analysis is a statistical method that is based on
the correlation analysis of multivariable. The aim of factor analysis is to reduce the
number of individual items to lesser parameters. Factors are created by grouping the

variables which are correlated. Factor analysis usually proceeds in four steps:
First Step: The correlation matrix was computed for all variables

Correlation matrix was generated for all variables and variables were identified that
was not related to other variables. If the association between variables is weak, they are
unlikely to share common factors (variables must be related to each other in order to be
adequate for the factor model). On the studied variables, Kaiser-Meyer-Olkin (KMO)
and Bartlett's sphericity tests (BTS) were applied to verify whether the remaining
variables are factorable. The KMO value should be greater than 0.4 for satisfactory
factor analysis BTS, on the other hand, should show that the correlation matrix is not

an identify matrix by giving a significant value.
Second Step: Factor extraction

The primary objective of this stage was to determine the factors. Initial decisions on the
number of factors that underlie a collection of calculated variables can be made here.
To decide on how many factors we need to represent the data were identified by setting
Eigen values. The determination of the number of factors is usually done by considering

only factors with Eigen values greater than one.
Third Step: Factor rotation

Usually, unrotated factors are not quite interpretable (most factors are associated to
several variables). Factors are rotated to make them more relevant and easier to
understand (there is a minimum number of factors associated with each variable).
Different rotation methods could lead to somewhat different factors being identified.

The most popular rotational method is VVarimax rotations.
Fourth Step: Make final decisions to naming of the underlying factors

Then the final result can be drawn by analyzing the factor load of each variable. Proper

were given to each factor by considering the factors loads.
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3.6.2 Reliability Testing

Then the basic reliability analysis was performed to validate questionnaire within the
factor. Cronbach’s alpha (o) measures an internal consistency and reliability of items
are as a group (Leontitsis & Pagge, 2006). So, a value for all five factors was calculated
to validate the consistency and reliability of questions related to those factors.

2 2
— k(of =iz, 07)

(Komjo? | i Equation 3.2 (Leontitsis & Pagge,

2006)
Where,

k= Number of questions

oZ=Total variance

o/=Variance of each item

Equation 3.2 was used to calculate Cronbach’s alpha value to check the reliability and

consistency of variables inside the found factor.

3.6.3 Score Analysis

The mean score and standard deviation of each indicator was calculated based on
responses from participants and were depicted on column charts to give a visual
representation of the results and make it easy for the MSESs to understand. Furthermore,
an e-readiness scale was used to determine the readiness level of each factor in the

framework
Based on central tendency of the result factors were analyzed as follows:

e Factor average between 1 and 2: The factor favored to adopt e-commerce.

e Factor average between 2 and 3: The factor favored to adopt e-commerce but
can still be improved.

e Factor average between 3 and 4: The factor do not favored to adopt e-
commerce; some work have to be done prior to implement e-commerce
system.

e Factor average between 4 and 5: The factor do not favored to adopt e-commerce;

lots of work have to be done before to implement e-commerce system.
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Different charts and tables were drawn to analyze the results. Also T-test and ANOVA
test was done to check correlation between different independent and dependent
variables. Finally business model canvas was drawn based on the respondent preference
and literature review of other e-commerce business model. Flowchart 3.2 represents the

complete workflow of the methodology.
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3.6 Work Flow Diagram

Literature Review

e Collection of Required materials from electronics
journals, library and internet.
e Preview and selection of materials.

Methodology Design

e Research framework design based on literature
review.

e Survey questionnaire preparation in likert scale
based on the framework.

A 4

Data Collection

e Field survey.
e Simple random sampling.
e Data collection using printed form.

A 4

Data Analysis

e Data digitize in EXCEL and analyzed using both
SPSS and EXCEL.

e Making of factors by factor analysis on SPSS.

e Finding different statistical values (Cronbach’s
alpha, Average, Standard Deviation, and
Correlation).

e Business model was designed for future
implementation

Figure 3. 2 Work flow diagram
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CHAPTER FOUR: RESULT AND DISCUSSION
In this section the data collected from questionnaire survey was categorized and
presented. As mentioned in the earlier chapter various tools for data analysis and

interpretation are deployed in order to draw result.

4.1 Factors of E-readiness

Factor analysis is one of the powerful statistical methods or data analyzing tool among
the whole data set. The e-commerce readiness factors were examined by factor analysis.
Principal components analysis technique was used for extraction method and Varimax
with Kaiser Normalization was Rotation Method.

Table 4. 1 KMO and Bartlett's Test

KMO and Bartlett's Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 120

Bartlett's Test of Sphericity Significance level .0001

Table 4. 1 shows two tests that indicate the suitability of the data for structure detection.
The Kaiser-Meyer-Olkin Measure of Sampling Adequacy was a statistic that indicates
the proportion of variance in our variables that might be caused by underlying factors.
High values (greater than 0.6) generally indicate that the factor analysis may be useful
to those data. Whereas from BTS test check correlation of matrix, significant value less

than 0.05 indicates sufficiently correlated variables.

Table 4. 2 KMO value of all 29 variables

Variables KMO Value Variables KMO Value
Q1 0.802 Q16 0.797
Q2 0.803 Q17 0.830
Q3 0.815 Q18 0.651
Q4 0.816 Q19 0.677
Q5 0.723 Q20 0.691
Q6 0.761 Q21 0.662
Q7 0.727 Q22 0.699
Q8 0.773 Q23 0.807
Q9 0.836 Q24 0.723
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Variables KMO Value Variables KMO Value
Q10 0.721 Q25 0.731
Q11 0.738 Q26 0.729
Q12 0.740 Q27 0.785
Q13 0.811 Q28 0.705
Ql4 0.679 Q29 0.822
Q15 0.646

Based on the anti-image matrices, it is possible to determine whether individual
variables should be removed from the factor analysis. From Table 4. 2 the anti-image
correlation values were greater than 0.6 for all variables extracted from diagonal of anti-
image correlation matrix of SPSS. It therefore followed that all variables can be

included in the factor analysis.

Table 4. 3 Rotated Component Matrix with highest factor loading

Variables Components
1 2 3 4 5
Q1 514
Q2 760
Q3 616
Q4 469
Q5 624
Q6 583
Q12 704
Q13 605
Q14 532
Q7 596
Q8 448
Q9 .703
Q10 .809
Q11 647
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Variables Components

Q15 699

Q16 759

Q17 503

Q18 562

Q27 .805

Q28 736
Q19 493

Q20 760

Q21 450

Q22 454

Q29 482
Q23 779

Q24 .824

Q25 843

Q26 788

Extraction Method: Principal Component Analysis.

Rotation Method: Varimax with Kaiser Normalization.

The rotated component matrix sometimes referred to as the loadings, is the key output
of principal components analysis. It contains estimates of the correlations between each
of the variables and the estimated components. As seen in Table 4. 3 total five
components was extracted from the analysis. Those components were also referred to
as five factors of the e-readiness model. Based on factor loading value, we found that a

corresponding factor of the variables.

After finding the factors we have given appropriate name to each factor. Table 4. 4

show the naming of each factor and number of questions within those factors.
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Table 4. 4 Five factors and corresponding numbers of questions

Factor Factor name Number of
Number Questions
1 Awareness 9
2 Human Resources 5
3 Technology Use 6
4 Finance 5
5 Market Readiness 4

We have analyzed the questions within the each factors and appropriate definition was

given to each factor as follows:

Awareness: It represents the information available and understanding about the e-

commerce.

Human resources: It refers to the availability of appropriate education and experience

of information and communication technology.

Technology Use: This is the most crucial factor than other factors. It reflects the basic

ICT based infrastructure and knowledge available in the organization.

Finance: It reflects the current financial transaction methods preferred by the

organization and future preference.

Market Readiness: It represents the enterprises’ perception towards business partner

and customers to adopt e-commerce.
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Awareness

Human
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. E-commerce A
Adoption
Fundamental
Factors
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Technology

Use

Figure 4. 1 Fundamental factors for readiness e-commerce adoption

Finally 29 questions are categorized in five factors as scene in Figure 4. 1. Now further

statistical analysis was performed based on those factors.
3.1 Reliability of Questionnaire

The Cronbach’s alpha coefficients range from 0.71 to 0.87, higher than the
recommended 0.70 level which indicated acceptable level of reliability. So it was
concluded that the construct to intend measure from the questionnaires was fit for
measuring the instruments. This showed that the instrument was sufficiently reliable

and could consistently capture true score variability among respondents.

Table 4. 5 Cronbach's alpha (a) value for each factor

Factor Cronbach's alpha (o)
Awareness 0.875
Human Resources 0.806
Technology Use 0.805
Finance 0.714
Market Readiness 0.873
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3.2 Readiness for E-commerce adoption

3.2.1 Factor Response Analysis

After identification of factors statistical analysis of those factor was done. Table 4. 6
shows the readiness for e-commerce by micro and small enterprises. As of the results,
it was clearly seen that MSEs had a relatively low-level e-commerce adoption in the
city with the overall scale mean value 3.205. Total standard deviation was 1.194,
indicates that the response was not consistent to one scale. Human resource was the
most supportive factor with scale value 2.749 and market readiness was the most
lagging factor with factor value 3.975. From the observation, it was found that many
MSEs were not interested to use e-commerce as they are selling product to the local
market and others due to lack of awareness.

The mean scores of three factors Awareness, Market Readiness, and Finance were
greater than 3 and less than 4 implied that those factors were defied to support e-
commerce implementation. Whereas, the main two factors Technology use and Human
resources have an average scale value between 2 and 3, implied to supportive factors to

adopt e-commerce.

Table 4. 6 Factor mean scale of readiness for e-commerce adoption

Factor Mean + S.D.
Awareness 3.370 £1.101
Human Resources 2.749 +£1.041
Technology Use 2.976 + 1.300
Finance 3.074 £1.089
Market Readiness 3.975 £ 0.937
Total 3.205+ 1.194

Figure 4. 2 express the percentage of response to each likert scale, Highest 28.57
percentage of respondents were indicated to the disagree scale for all questionnaire.
27.00 percentage of firms were responded to Agree option, whereas 22.81 and 15.76
percentage were responded to neutral and strongly disagree options respectively. Only

5.86 percentage of respondent were choose strongly agree scale for all questionnaire.
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Response To E-readiness
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Figure 4. 2 Respondent percentage for five likert scale

While segregating the data based on owner’s gender, mean respond of both male and
female are lies in scale range 3 to 4.

Table 4. 7 Mean Scale value for e-readiness as owner’s gender

Female Male

Mean 3.437 3.090

Figure 4. 3 shows that 25 % female and 37% male were strongly agreed/ agreed to e-
commerce adoption based on all factors. Whereas, 53 % female and 41 % male were
strongly disagreed/ disagreed to e-commerce adoption. 23 % female and 22 % male

were not sure to accept or FEjECt the e-commerce system.
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Gender wise Response
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Figure 4. 3 Owners gender wise response percentage for five likert scale

Independent sample T-test was also performed to check whether there was gender wise
significant difference in response or not. There was significant difference in only human
resources factor and technology use factor. Higher negative mean value represents the
more positive response and higher positive mean value represents the more negative
response. From Table 4. 8 it was clear that men are more technology friendly and

educated compared to women.

Table 4. 8 T-test for gender wise response

Group Statistics

Gender N Mean

Male 45 -0.0062
A-R factor score 1 for analysis 1 Female 25 0.0112

Male 45 -0.1251
A-R factor score 2 for analysis 1 Female 25 0.2251

Male 45 -0.2157
A-R factor score 3 for analysis 1 Female 25 0.3883

Male 45 -0.0648
A-R factor score 4 for analysis 1 Female 25 0.1167

Male 45 0.0020
A-R factor score 5 for analysis 1 Female 25 -0.0036

Figure 4. 4 to Figure 4. 8 represents the factor wise response of participant’s from micro

and small enterprises. For the factor awareness highest 34% response to disagree
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option, whereas the lowest two percentage indicates to strongly agree. This indicates

the poor level of awareness towards e-commerce.

Awareness
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Figure 4. 4 Response to each scale for awareness

While looking to the human resources factor most 38 % pointed to the agree option,
while only four percentage pointed to strongly disagree option. This represents the

human resources were capable to adopt e-commerce.

Human Resources
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Figure 4. 5 Response to each scale for human resources

Highest 29% indicated towards agree option and only 14% towards the strongly agree
option for Technology use factor. This represents that technological infrastructure and

their uses was moderate available in the city.
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Technology Use
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Figure 4. 6 Response to each scale for Technology use

For the finance factor highest 34% respondents choose to agree option, whereas
strongly agree option was chosen by only three percentage.
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Figure 4. 7 Response to each scale for Finance

While looking at the respondent perception toward market readiness most 35%

responded as strictly disagree and disagree, and no one indicated the strongly agree.
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Market Readiness
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Figure 4. 8 Response to each scale for Market Readiness

While comparing all five factors human resource more supportive to e-commerce

adoption compared to other factors, whereas respondents perception towards market

readiness is most discouraging factor at this region.

3.2.2 Firm Type Analysis

While looking at the different types of enterprises electronics sector is more favorable

to the e-commerce adoption. One way ANOV A test was done to identify whether there

was significant different in factor response on the basis of firm type. If the significant

different value of the factor is closed to the one response was more correlated based on

firm type. Result of Table 4. 9 show that only factor three is not correlated to MSE’s

type but all other are correlated.

Table 4. 9 ANOVA test for factor response on the basis of firm type

Robust Tests of Equality of Means

Significant Difference

REGR factor score 1 for analysis Welch 1 .007
REGR factor score 2 for analysis Welch 1 .001
REGR factor score 3 for analysis Welch 1 .652
REGR factor score 4 for analysis Welch 1 .001
REGR factor score 5 for analysis Welch 1 .064

As seen in Table 4. 10 mean scale of electronics and electrical is 2.606. Also a sports

and stationary firms are lies in scale 2 to 3. Which mean firms are ready in that part but
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can still be improved. Response scale of other firms (Garment, Gift and Cosmetics,
Grocery, Restaurant) lies on range 3 to 4 indicates that firms are not ready to adopt e-

commerce some work is needed before to implement e-commerce.

Table 4. 10 Scale mean value based on firm type

Type of firm Scale Mean + S.D.
Electronics and Electrical 2.606 +1.080
Garment 3.307+£1.121
Gift and Cosmetics 3.374 +£1.123
Grocery 3.074 £ 1.089
Restaurant 3.155 +1.235
Sports and Stationary 2.990 + 1.067
3.2.3 Technology Used

First requirement to use e-commerce is availability of internet. From survey we found

that internet was available in 93% of the enterprises.

Internet Availability

BYes
ONo

Figure 4. 9 : Uses of Internet

Use of smartphone or computer is important to use e-commerce. From research we
found that 94% of responders were using smartphone. Whereas, computer was available

only in 39% of enterprises.
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Use of Smartphone or Computer
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60% X
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Figure 4. 10: Uses of Smartphone and Computer

Based on overall technology available and used, firms were also categorized to e-

commerce adoption level into non-adopters, capable adopters, and initial adopters.

Non-Adopter: The non-adopters were organizations which have not been connected to

the internet, had not been using a smartphone or laptop, and didn’t have an email.

Capable Adopter: The capable adopters were organizations that have been connected
to the internet, have been using a smartphone or laptop, and had email, but have not

exercised to use website or e-commerce.

Initial Adopter: Initial-adopters were organizations with a static website that was used
for publishing company information without interactivity or used any online method to

display or to sell product.

Technology Adopter Catagory
80% 76%

60%
40%%

20% 14%

10%%

0%
Initial Adopter Capable Adopter Non Adopter

Figure 4. 11 E-commerce adopter category based on the technology used

Technology used factor was the major factor to adopt e-commerce. Only based on this

factor 14 % enterprises were initial adopter, they were somehow familiar with e-

50



commerce system. Mostly, 76 % enterprises were capable to adopt e-commerce in
future and only 10 % firms didn’t have sufficient and adequate IT infrastructure for e-

commerce adoption.

3.2.4 B2B and B2C Awareness

We have also analyzed the awareness about to implement the B2B online system to buy
goods from supplier and B2C system to sell product. Figure 4. 12 shows that 53% of
the enterprises were aware about B2C system and only 34% were aware about B2B

system.

Awarness About B2B and B2C

Inner: B2B

BYes
O No

Figure 4. 12: Awareness of B2B and B2C model
3.2.5 Payment Method Analysis

Figure 4. 13 shows that 67% respondents never tried online transaction system before.
Only 20% respondents were committed to use online financing system regularly.

Whereas, 13% of the respondents only tried the system but have not been using

regularly.
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Figure 4. 13 Online transaction statistics

Since most of the respondents’ MSEs were not adopted to online payment system, cash
on delivery system was the preferably practiced payment system by existing e-
commerce portals in Nepal. So, cash on delivery preference of the respondent was
calculated, result has been shown in Figure 4. 14. Where, 33% of the respondents
agreed to accept cash on delivery whereas, 44% were undecided to accept this system.

Only 23% do not prefer the cash on delivery system.

Cash on Delivery

B Prefered

B Neutral

A Not Prefered

Figure 4. 14 Cash on delivery preference statistics

3.2.6 Overall Market E-ready

Based on all five factors, market readiness result has been shown in Figure 4. 15. While

considering all five factors, only 33% of the market was ready to adopt online
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commerce system whereas 45% were lagging behind to start online system. 22% of the
enterprises were in undecided condition, they can adopt after some guidance.

Market E-ready
50% 45%0

40% 33%

30% ffififi 22%
20% -0
10%%6
0%

Ready Neutral Not Ready

Figure 4. 15 Overall market e-readiness based on 5 factors

3.3 Proposed E-commerce Concept
From the literature review we found that all most all of the e-commerce sites are

working on B2C model and also they were operated from Kathmandu valley. While
customer from outside Kathmandu valley, they supply items from Kathmandu and

apply high delivery charge.
Top most twenty (based on alexa ranking) e-commerce sites inside Nepal were analyze:

e In most of portal mixed product type are available,

e All support both cash on delivery and different online payment system,

e Most of them are focusing on B2C business model

e Mostly they are focusing on Kathmandu valley and other major cities as a

service area.

Based on awareness factor they are not much aware about existing e-commerce system
and about 30% of the respondent prefer to use both B2B and B2C e-commerce so we
can implement new system for testing and later we can expand it in other city. Only to
implement B2C system to make sufficient revenue buyer population is very low. People
far from the city not able to buy online but they visits city area for shopping. So to
address this, integrated approach of B2B and B2C system possibly suitable for those

small city.
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Using this portal micro and small enterprises can order from manufacturers and
Importers. Likewise, they can sell product to the customer as they order. So, MSE’s can
be a buyer and seller at the same system. An e-commerce prototype is being designed
which is a smartphone application in android version which is suitable to B2B and B2C

system brought into in one web-platform

Manufactures Importer

B2B System

k.

Micro and Small Enterprises

B2C System

L 4

Consumer

Figure 4. 16 B2B and B2C integrated e-commerce system

The B2B and B2C model is based on the above block diagram. According to this
diagram there are three type of application users; one is manufacturer or importer who
can managed the inventory and listed item in the portal to be sold to the MSE’s in
wholesale rate. MSE’s can order items from their supplier in bulk amount listed it back
to sell to consumer by maintaining their profit. Consumer are the end user of the portal

who can buy items listed by the MSE’s from their nearer location. The portal admin
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team analyses, update and deliver the required order from Top supplier to MSE’s and

from MSE’s to end users.

One of the primary ways we have seen organizations use the business model canvas is
in their regular strategic planning and development cycles. We have used it to create a
blueprint of our strategy for future implication. The BMC provides a very clear
foundation and direction for the conversation at hand, whether done in a corporate
offsite with the executive team. Table 4. 11 is the model of BMC for proposed e-

commerce business and figure 4.17 to 4.19 are the block diagrams based on this model.
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Table 4. 11 Business model canvas for proposed model

Key Partners

e Product
manufacturer and
importers

e Logistics Partners

e Micro and small
enterprises

e Banksand
Financing Partners

Key activities

e Develop User
friendly B2B and
B2C integrated
system

e Manage Supply chain

Key Resources

e Software
e Human Resources

Value Propositions

e Price minimize

e Fast delivery

e Promote firm’s
product to B2C
system if they
use B2B
system.

e Returnand
Refund Policy

Customers Relationships

e Automated online service
e Fast delivery Service
e Mail and Social media

Channels

e Website and Apps

e Logistics for Home
delivery

e Online and Cash on
delivery payment system

Customers
Segments
e Micro and
Small
Enterprises
e Consumer

Cost Structures

e Logistics system

e System Development and management
e IT and Infrastructure

Revenue Streams

e Sales Commission From manufacturer and importer or sales
commission from MSE.

e Promotion
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Figure 4. 17 Block diagram for consumer section
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Y

Feedback

Logout

Figure 4. 18 Block diagram for micro and small enterprises section
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Figure 4. 19 Block diagram for Main Supplier section
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CHAPTER FIVE: CONCLUSIONS AND RECOMMENDATIONS

5.1 Conclusion

Evidence from the literature has shown that e-commerce adoption has proven to be a
potential tool for improving a business's productivity and effectiveness as it helps
businesses to respond to emerging market opportunities and stay competitive in the
growing global marketplace. The main purpose of this study was to investigate the
current status of micro and small enterprises to adopt e-commerce for Vyas
Municipality, Tanahun. The conclusion has been drawn based on factor analysis from

the questionnaire survey in Vyas municipality.

Factor analysis process was done in SPSS software to identify number of factors and
question variables reside into it. Five factors were identified for further analysis which
were Awareness, Human resource, Technology Use, Finance, and Market Readiness.
From result it was seen that overall scale value of all five factors was in between 3 and
4, it indicates the poor level of e-commerce adoption. Based on the technology used
factor, majority 76% were capable to adopt e-commerce. Even though, most of the
enterprises were capable to adopt e-commerce based on technology available and
knowledge of ICT, only 33% of the enterprises were ready to adopt e-commerce in
Vyas Municipality, because of the lack of awareness and perception towards e-
commerce. This result proves that awareness and intuition towards e-commerce are

essential factors to adopt e-commerce.

It was seen that only 20% of respondents had on hand practice to use electronics
transection and only 33% preferred to use cash on delivery. There was 34% of MSEs
were aware about to implement B2B e-commerce system where as 53% were aware
about B2C system. Integrated system of cash on delivery and electronics transection
has been suggested for future implementation. The analysis of existing literature on e-
commerce adoption and survey result leads to the generation of an integrated e-
commerce business model, which combine both B2B and B2C model in a single portal

in the future.
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5.2 Recommendation

External environmental factors are also affects the business implementation so
those factor can also be analyzed.

Basic technology and knowledge are available in VVyas Municipality, proper
awareness and guidance can lead to establishment of the e-commerce system in
future.

More sample size recommended for the more accurate and reliable result.
There are more other small cities near to highway between big cities, by

incorporating those small towns new e-commerce model can be implemented.
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APPENDIX A: INITIAL FIELD SURVEY QUESTIONNAIRE

Readiness to Ecommerce Adoption by Micro and Small Enterprises (MSEs)
Questionnaire

General
Business/Firm Name (SIaaT / ®H =TH):

Business Type (Sga@rgeh! fohfa#): CGarment, [Shoes, [Sports, [IStationary,
TIElectronics, [IGift, [1Cosmetics, [Restaurant, ['Grocery, Others......................

Numbers of employee (FRRA HHAART TE&IT):
Name of owner (FdTelehenl #ATH):
Gender (foIgan): [IFemale TMale

Age of owner (FdTelehenl 3H): [120-30  [130-40 40-50 150-60
160 above

Note: - Ecommerce HeelTel 3cUTGeT, TAHTIT AT JATEE dclSaAdlc WG ddT
fafeh Tl oot g5<] ol

Mark 1 to 5 inside ( ) based on following scale
(@S AR ¢, R, 3,8, 9 HEY Fol Uh 3N Bleelerd).

Scale: (1) Strongly agree; (2) Agree; (3) Neutral;  (4) Disagree; (5)Strongly
disagree.

(3) UshcH HgAd  (R)HeAd (3) dC&T  (¥) 3HgHT (9) UehgH
AHgAT

Q.1. We have information about Business to business (B2B) ecommerce. ()

HITS g5 SGHTT 1T 3TeTellSoAdIe SR 3ol Ao #oel SRAT STeAhRI

[3)

Q.2. We have information about Business to Customer (B2C) ecommerce. ()

HATS Pl SHGHRIS  STHIFAGI 3eTolISAGE AR I Ao #oal
IRAT ATPRT Bl

Q.3. We have information about online/mobile banking. ()

HATS 3Adse / Asd dfeher aR R &
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Q.4.

Q.5.

We are aware of our supplier implement ecommerce. ()

gAY BT 3MYfciehciel ecommerce o] 165 o Howl aX Holeh B

We know about Small and Medium Enterprises (SMEs) of developed countries

are getting benefit from ecommerce. ()

AhAd ST AT duT FSflell TIAIGE  ecommercedc  HISGT
TSR HT Tl Heol TN SATHARRT T

Q.6. We understand and prefer B2B and B2C ecommerce can be applicable in our
business. ()
gTH SHGHIIAT Tl B2B and B2C ecommerce o] el Hithes Howl S
ATHR B
Q.7. Owner of this business is educated. ( )
T8 A Hares e gigeo|
Q.8.  Owner of this business is computer literate. ()
I SGHIR! Helelohells  HEGX T3 TH A S
Q.9. Most of our employee are educated. ()
g ST AR RAfaTd oel
Q.10. Most of our employee are computer literate. ()
TAT ONGTH HHAURIAS  HFGR ToA3al TH AT S
Q.11. Owner/Employees of this business is/are smart phone friendly. ()
T YIATIRT TATeldh T HHARIGE THATCHIT HIAT Tol|
Q.12. We are aware of our competitor implement ecommerce. ()
grT grH gfaeatdiel ecommerce o] 16 foh 8ol IR HoTeh |
Q.13. We are aware of opportunities and threats of ecommerce implementation.( )
gIfA ecommerce AT J1ET 33 T T WAGHRIR STARR Sl
Q.14. 1 understand the potential benefit of ecommerce. ()
AATS ecommerce®! TRYIAT BIREER SAHSHRI B
Q.15. We have regular internet access. ()
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gl AT secteic AaT 3Uaey & (SUIATIHT JIISTaieh! ofTfar ) |
Q.16. We have smartphone and using regularly. ()
g TARCHI & T fAafad suar waer scof|

Q.17. We have Computer/laptop and using it regularly. ()
IHIHET ey IaT eA9eyd © T [Aaffd v waer acs

Q.18. We have email address and using it regularly. ()
3-8 © T AT §9AT Y97 AT

Q.19. Owner have personal bank account and use it for organization purpose. ( )

TaTelshehl STTFAIT o TTAT & T TTATS TIGTIh! 32T TfaT TANaT
B |
Q.20. We have Organization bank account and use it regularly for organization

purpose. ()
TGRS WIAaT © T TS IITTIh! 3ET!T ATl TAT IS |

Q.21. Owner is using online/mobile banking for personal purpose. ()
aTeishel s /| AEsd dfher IfFderd 3T onfar gaer
Mg |

S

Q.22. We are using online/mobile banking for business purpose. ()
gAY cTGHTIR FAISIAdR! el AcSed /| AGSo dfear garer
TRIH B |

Q.23. We believe that most of our customers are ready to do business on the internet.
()
greT faeara col fh g@Er O ST AMEPee SecdoicAT AR 6T Hl

Tl TR o

Q.24. We believe that our Supplier partners are ready to do business on online.( )

grAT faeary acel foh g1ar il UIcegs TSl SATIR el

A el TR el |

Q.25. We believe that most of our customers are ready to do online payment.( )

67



g TaRary aIcel o gTAT 1T AEHER NS el el TAR
ol

Q.26. We believe that our Supplier partners are ready to use online payment system.
()
grelT faeare rcel foh gram 3MYfciehcll UICTREE feTellsel el JoTel

JIHT 3 JIR Sel

Q.27. We are using ecommerce to buy products from supplier. ()

Tl 3MYfehdiaIe 3cures, AATEN 37UaT Jaes @IUG I ecommerce
TN ITRIGH B
Q.28. We are using ecommerce to sell my products. ()

B BT ecommerce UANT TR IdTe, I YAl Vg SFRgd]
Ell

Q.29. Cash on delivery system can be applicable for my business. ()

AT qAT3er 447 foa JoTell g1 STaa@IHAT o] 36 dihes |
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APPENDIX B: QUESTIONNAIRE AND THEIR FACTORS

A. Awareness
Al.l have information about Business to business (B2B) ecommerce. ()

HITS §3 SaETY S HeTolISoAdIe AR et Ao #owl TRAT ST

Sl

A2.1 have information about Business to Customer (B2C) ecommerce. ()

HellS Pol TGHT STHIFAH T JHeAATSASIE IR Il How Heal
IRHAT ATHARRT T

A3.1 have information about online/mobile banking. ()

HATS 3eTollsd / Aasd dfher R sl &

A4.We are aware of our supplier implement ecommerce. ()
BT GTHT 3Tfciehclel ecommerce o] 15 foh $oel IR Holeh ©F |
A5.We are aware of our competitor implement ecommerce. ()

greT grel gfaetdiel ecommerce o] 16 foh $oel IR Holeh ©f |

A6.We are aware of opportunities and threats of ecommerce implementation. ()

gIfH ecommerce TATAA el 3P AT T WARBHAR SATARR S |

A7. | understand the potential benefit of ecommerce. ()

HATS ecommercedl  HFHTAT BISEER  SATTRRT Gl

A8.We know about Small and Medium Enterprises (SMEs) of developed

countries are getting benefit from ecommerce. ()

ARfAT SeFT T TAT FASET TTEIEEST  ecommercesTe  HISaT
OIS & ool aR IARRT B

A9.We understand and prefer B2B and B2C ecommerce can be applicable in our

business. ()
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gTHl cgadAT qfe B2B and B2C e-commerce &9 e Hiche ool

IR TR B |

B. Human resources

B1.Owner of this business is educated. ( )

T IR dras fafad glge o

“IMasters [1Bachelors [1Secondary [IPrimary [’lUneducated

B2.Owner of this business is computer literate. ()

I SGHIH! Helelhells  HEGR T3 & A S

B3.Most of our employee are educated. ()

gTHT NS FHaRT RS ol

B4.Most of our employee are computer literate. ( )

gTAT OGTH HHAURIAS  HFGR T3 TH A S

B5. Owner/Employees of this business is/are smart phone friendly. ()

JH IIAIHT TP I FHIRIGE FTATCHIT HIAT Bell

C. Technology Use

C1. We have regular internet access. ()

gl IfAd Sectelc a1 3UCeY & (STIATIR! TAIStelohl ol ) |

C2. We have smartphone and using regularly. ()
AT TACHIA & T AafAa suar gaher scat|

C3. We have Computer/laptop and using it regularly. ()

IHTHIT HFY 3HYUAT oA19eT & ¥ fAaffd wqar wer |

C4. We have email address and using it regularly. ()
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3-Ad © T AT F9AT FA9T AT

C5. We are using ecommerce to buy products from supplier. ()

gTHTer 3Mqfchdiae 3cdest, TATEN 37UaT Jaes @G T+ ecommerce
JINT ARG B
C6. We are using ecommerce to sell my products. ()

gTHTeT &Tel ecommerce YT INY 3cUTe, AT 3TYUAT Adge STagenl
Sl

D. Finance:
D1.0wner have personal bank account and use it for organization purpose. ()

TATeIhehl STTFAI Sh WIAT & T JTAS SIITTIHI 36TRT lTfar
AT IS |
D2.We have Organization bank account and use it regularly for organization

purpose. ()
SIGHIH b WAl & T JTATS TIGTIh! 3SR AT TAT IS |

D3.0wner is using online/mobile banking for personal purpose. ()

ATl AAdSd /| Aesd dfher cafederd 3¢egsr onfar ger
Toigeo |

D4.We are using online/mobile banking for business purpose. ()

gAY SIITIHR JAlSTAdh! ol 3ecised / Adsa dfher gareT
TRIH B |

D5.Cash on delivery system can be applicable for my business. ()

AT GAT3eT ST Tl JOTTell g1 SHGHIGAT oM Ief Hicho o |
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E. Market readiness
E1.We believe that most of our customers are ready to do business on the

internet. ()

g1 f3eary scat fr g O ST ATEHET SeelsieHT SR AT i

el TR Bl

E2. We believe that our Supplier partners are ready to do business on online. ()

grer faeare arcel 6 g gl Iiéags TargTAT AR 9T

FI TRl TR Bl

E3. We believe that most of our customers are ready to do online payment. ()

grel TaRare arcst T gram 3iTRehier amgehe® 3eTolssl $Falel et

TR o

E4. We believe that our Supplier partners are ready to use online payment system.

()
g TaRare aot foh gTAT ITYfciendll UIETRE® 3HeTelSel el JoTell

YT 37 JIR Sedl
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APPENDIX C: SURVEY RESPONDENTS

SN Business/Firm Name Business Type Numbers of | Owner’s
.| employe{~| Gende/~|

1 Sushil Mobile House Electronics and Electrical 1 Male

2 Juni Electric Pasal Electronics and Electrical 1 Male

3 Sandesh Enterprises and Traders Electronics and Electrical 2 Female
4 Jan Sewa Electronic Enterprise Electronics and Electrical 2 Male

8 Masa Computer Center Electronics and Electrical 2 Male

6 Everest Electronics Electronics and Electrical 2 Male

7 AP Electronics Electronics and Electrical 3 Male

8 Risti Electronics Electronics and Electrical 1 Male

9 Thapa Electronics Electronics and Electrical 2 Male
10 MNP Electronics Electronics and Electrical 2 Male
11 Maobile House Electronics and Electrical 3 Male
12 Gandaki Mobile Center Electronics and Electrical 2 Male
13 Aliza Collection Garment 2 Male
14 Pradhan Brothers Garment 5 Male
15 Prince Fashion Center Garment 2 Male
16 MNew Pandey Complex Garment 2 Female
17 Shrestha Unik House Garment 2 Male
18 Aachal collection Garment 2 Female
19 Bhattarai Suppliers Garment 3 Male
20 AT Collection Garment 2 Male
21 Unika Bag House Garment 2 Male
22 Shrestha Store Garment 3 Male
23 Manani fency Garment 2 Male
24 Sweta Fency Garment 2 Female
25 Fashion and Style Garment 4 Female
26 Samijhana Store Garment 1 Female
27 Dip Collection Garment 3 Male
28 Madina Store Garment 3 Female
29 Welcome Fashion Home Garment 2 Female
30 Kathmandu Fancy Garment 1 Male
k)| Mew Sumi Cosmetic Center Gift and Cosmetics 1 Female
32 Mew Unigue Supplier Gift and Cosmetics 3 Male
33 Aasina Stores Gift and Cosmetics 2 Female
34 Pratikshya Cosmetics Center Gift and Cosmetics 2 Male
35 Sarina Cosmetic Gift and Cosmetics 1 Female
36 Parbati Fancy and Magar Collection Gift and Cosmetics 2 Female
37 Amisha & Prashna Fancy Store Gift and Cosmetics 3 Male
38 Sita Shopping Center Gift and Cosmetics 1 Male
39 Laxmi Cosmetic Pasal Gift and Cosmetics 2 Female
40 Ambika Cosmetics Gift and Cosmetics 1 Female
41 Manakamana Cosmetics Gift and Cosmetics 1 Female
42 Megha Cosmetic Gift and Cosmetics 1 Female
43 Gutung Kirana Pasal Grocery 1 Female
44 Shrestha Shop Grocery 1 Female
45 Ashwin Kirana Pasal Grocery 1 Female
46 Srijan Kirana pasal Grocery 1 Male
47 Reema Aale Kirana Pasal Grocery 2 Female
48 Shambhu Lal Shreshtha Kirana Pasal Grocery 2 Male
49 Anijita Kirana Pasal Grocery 2 Male
50 Didi Bahini Store Grocery 2 Male
a1 Anjila Store Grocery 2 Female
52 Sanumaya Kirana Pasal Grocery 2 Female
53 Rasid Pasal Grocery 2 Female
54 Shrestha Kirana Pasal Grocery 1 Male
585 Ganesh Store Grocery 2 Male
a6 Mutton Tass Restaurant Restaurant B Male
a7 Gandaki Hotel Restaurant i Male
58 Tiger Restaurant Restaurant 10 male
59 Mew Highway Restaurant Restaurant g Male
60 Kohinur Restaurant and Lodge Restaurant T Female
61 Damauli Hotel Restaurant 9 Male
62 Himalayan Tourist Restaurant 10 Male
63 Sukla Gandaki Restaurant Restaurant 6 Male
64 Shubham Enterprise Sports and Stationary 2 Male
65 We Suppliers Sports and Stationary 2 Female
66 Anup Store Sports and Stationary 2 Male
67 Wagle Enterprises Sports and Stationary 2 Male
68 Ali Enterprise Sports and Stationary 5 Male
69 Sapkota Stationary Stores Sports and Stationary 2 Male
T0 Shrestha Stationary Spoarts and Stationary 3 Iale
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Vo1

1

2

2 2 2 4 4 4 4 4 4

3
5
2

vooz

4 4 4 4

3
2 4 4 4 4 4 4 4

V003

4

Voo4

4 2
3
3

3

2 2

V0os

2 2 2 2 2
2 2 2 2

2

V0os

2 2 2 2
3

3

voo7

4 4 4 2
5

1

Voos

2 2 2

2

Voo9

4 4 4 1

5

V010

2 2 2 2 2 2 2 22

2
4
4
2

V11

4 4 4 4 2 2 1

1

2
3
3
3

V012

4
5

3

4 4 4 4 4 4

V013

V014

2 2 2 2 1

3

V015

3 2 2 5§

5

V016

5
5

2 4 4 3 3

1

Vo7

2

3 2 2 4 4 3 2

V018

2

2 2 2 4 4 2 2 4 2

3
2

1

3

V019

V020

V21

2 4 4 4 4 3

3
3

V22

5
3

2 4 4 4 4 4

V023

2

4 4 2 4 4 4 4 4

2
3
3
3
3
3
3
3

V024

V025

2 4 4 4 4 4 4 1

3
3
3
3
3

V026

4 4 4 4 4
4 4 4 4 4

3

3
2 4 4 4 4 4 4

2 4

vozr

V028

V029

4 4 2 2 1

3

V030

VO3

4

3

2 2 2 4 2

Vo032

2
3

2 2 2
2 2 2

3
3

4 2 2 4 4
3

3

V033

2 2 4 4

3

V034

V035

4 4 4 2

5

5

5

V036

5
3
5

4 4 4

2

V037

2

4 4 2 4 2

V038

4 4 4
4
3
3

5
5

V039

4 4 4 4 4 4 1

3

4

V040

V41

4 4

5

4

3

V042

V043

V044

3

4 2 2 4 4 4 4

V045

3 2 4 2

2 4 4

3 2 4 4 5
2

V049

3 4 4 4 4 2 4 4

V050

5

4 4 4

V52

3

4 4 4 4

V053

3

2 2 2 2 4 4 4 4

V056

2 2 2 4 4 4 4 4 4 1
4 4 2

Vos7

4
2

5 5 4 5
g 3

V058

2

2

5 4 4 3

4

2 1

4

4 4 2

V62

5

5

2 2 2 2

V063

5

]

4 2 2

V065

2 2 2 4 4 2 2 2 2

V066

32 4 2

2 2 2 2 3
2 2 2 2
3

V068

V069

3 2 4 4 4 4 3

Vo70
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Abstract

E-commerce has substantial potential to foster the growth of micro and small-szed enterprises (MSEs)
in developed and developing countries alike. The survey was simed to investigate the cwmrent status and
future direction to the adoption of e-commerce by micro and small enterprises. A guestionnaire survey was
conducted fo coliect data from 70 MSEs as sampdes located in Vyas Municipality, Tenahun. The result shows
that the overall scale value of all free faciors was 3,205, indicates the poor level of e-commerce adoption.
Even though 76 % of the enterprises were capable to adopt e-commemne based on fechnology available and
kmeow ledige of ICT, only 33% of the enlerprises were ready fo adopt e-commerce. Findings show that the
important inhibiting faciors are lack of internal frust, leck of swerenees, intolerance towsrds failure, incapability

Keywords

of dealing with rapid changs, and lack of online transaction systam.

E-commerce - Micro and Small Enlerprizes - E-commerce Adoption

1. Introduction

When inlernet was systematically started in 1960s,
lots of innovation have teken place in the field of
Information and Communication Technology (1CT).
E-commerce is one of the consequences innovation of
evolution of inernet. In simpde terms, e-commerce is
buying and szlling of goods and services over internet
using website or mobile application [1]. E-commerce
hzas alresdy been adopted by the developed countries
and has been spreading over developing countries.

E-commerce has substantizl potential to foster the
growth of micro, small and medium-sixed enterprises
(SMEs) in deweloped and developing countries.
However, E-commence adopion by small enterprises
in developing countries has faced many challenges
that have not been adequately addressed doe to the
complex nature of is adoption in such countries [2).
5MEs and micro-enderprises play significant roles in
Mepalese economic and social development. It also
allows small and medium-sized businesses to create
wealth; by growing employment opportunities and
declining unemployment. Send Gifts to Mepal was set
up around a decade ago. with it's help, people residing
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abroad sent gifts to their loved ones in Nepal. While
this wasn't really based in Nepal, it provided people
an opportunity of what it was like to buy things online.
Platforms such as Muncha.com, neapalibazar.com,
fatafaticom  Bhatbhaienionline, Thamel.com,
Giftmandu, and so om were later introdoced but
couldn’t get their anticipaied popularity becanse
people in Nepal wene just getting friendly with the
internet back then and there are many wonders. With
the steady increase in the number of internet users
with time, e-commerce is flourishing and gaining
attraction in Mepal right now. With the aid of their
smartphones, people love the idea of shopping, not
just clothes but everything from furniture to food,
liquor to electronic appliances.

2. Literature Review

The inernet and compuiers have mevolutionized
electronic  transactions  that  include  ownership
transactions or the right to use online goods or
sarvices. E-commerce not only imnvolves buying and
selling over the inernet ut also collaborating with
business partmers. [t is not constrained by time or
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physical location it can be condwcted at any Gme from
any place which opened unlimited new markets. It is
also defined as the process of buying, selling,
transferming, or exchanging products, services, and/or
information via compuier networks, mostly the
intzrmet and intranets [3]. It is presented in different
dimensions with different business maodels based on
the participants of the iransactions. For instance, if the
participanis are governments, the model is known as
the gowernment to govermment (GG If it is
businesses, it would be business to business (E2H).
When participants in the transactions are business and
consumers., it is thus refemred to as the business to
consumer mode ] (B2C).

21 Global E<commerce

E-commerce allows consumers to take advantage of
greater options and lower prices. Global e-commerce
is rapadly expanding, several trillion dollars are being
exchanged anmually over the web. In 2017 about 1.3
billion people {one quarter of the world's population)y
aged 15 years and older, shopped online [4]. In 2009
Global e-commerce sales was nearly 3.5 trillion
dollars worldwide, which is about 14 percentage of
total retail sales and it expected to increase in coming
years [5]. The adoption of E-commerce in deve loping
couniries differs greatly from developed countries.
Deweloping countries often lack the necessary
physical infrastructures and awareness for the
development of E-commere [6].

2.2 E-commerce in Mepal

The greater adopiion of internet and smantphones is
the biggest driver of e-commerce in Nepal. According
o Mepal Telecommunications Authority (NTA),
mobile phone penctration has reached 145 percent.
‘Whereas broadband infernet penetration in Nepal is 72
percentage by the end of 2019 and about 3 million of
cellular mobile phone are imported in last six month
of 2019 [T].I8]. In 2019 Mepal is in 1 12th rank B2C
e-coimmerce index among 152 countries with index
value 354 out of 100 [4] . Expansion of the
information and communication technology have
crezied prolific ground for the development of
e-commerce.  Social media sites such as Facebook,
Instagram and Wiber ae mow commonly used for
socialization. Mot only are they used for establishing
people to people contacts, but now they am ofien
being used to connect businesses o people or other
businesses as well. The wse of smanphones and
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different mobile apps is growing fast, mostly amongst
thie youth and in wrban areas. Mepali youth, because of
their education, and largely influenced by family
members that have gone abroad for work or study,
have embraced the evolving digital landscape. Since
the young outnumber every other age group in Mepal,
they have the potential to drive economic
transformation by employing mobile echnology.
Hoth the public and private sectors have to understand
this emerging opportunity and tap it to build a robust
and thriving mational economy.

Despate the potential, Nepal is already lagging behind
in localizing e-commerce a5 8 business ool compared
to other Asian countries.  However, there are
privaie -sactor providers that have been pushing digital
development. Mepal's e-commerce market is getting
crowded day by day as smaller startups are trying o
sustain in the market Cumently Damr, Sastodeal,
Hamrobarar, Foodmandw, some other e-commerce
usiness are leading in Mepali market. Among those
darar .com.np on the top, curmently they are providing
services im 24 major cibies

The digital pay ment system is another raquire ment for
running e-commerce effectively. It is estimaied that,
curently, over 85 percent of the payments for
e-commerce ransactions are done using the cash on
delivery method. Mepal Rastra Bank and Mepal
Telecommunications Authority (NTA) have to build
ground for customer-friendly payment gateways. The
availability of an easy e-payment sy sEm in export can
also help promote the export secior.  E-commerce
ransactions reqguire strong legal protection amd
megulation as well. Provisions of guality control,
respect of customers” nights, data privacy, return and
refund systems and payment solutions; all have to be
megulated by law. Strong legal foundations will also
help atiract foreign direct owestment (FDI} and
domestic investment in this sector.

2.3 E-commerce Adoption Model by SMEs

Numerows models have been developed over the years
to assist in the adoption of e-commerce to gain the
benafits and resolve the barmiers. From the literature
three of these hawe been identified as the most
commonly wsed in SMEs e-commerce adoption
nesearch.

= Technobogy Orpanization Environment (TOE)
* Technology Acceptance Model (TAM)
* Perceived e-readiness model (PERM)
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According to the TOE framework Technological
innovation in organization is influenced by thres
factors such as Techmology available, organizational
structure and Exiemal Environments [9]. TAM is
commonly used in information technology adoption
research. It sugpesis perceived uwsefulness (PL and
perceived ease of wse (PEOU) as the two most
imporiant determinants of technology adoption in an
organization. A more wseful mode] that has been
designed in the context of developing countries is the
Parceived E-Readiness Modal (PERM) by Molla and
Licker [10]. The model includes twio major constructs
to acoess both internal and external factors. The
imternal factor is ermed Perceived Organisation
E-Readiness (POER) and the external factor ermed
perceived Environmental E-Readiness (PEER).

The main limitation of the first two models from the
perspective of developing countries is that they ae
designed bo address issues in developed nations. [ssues
that might seem insignificant in developed countries
may be important to organizations in the developing
region. Perceived E-Readiness Model affirmed that
determining adoption level of an organization was an
essential part of e-eadiness assessment

3. Methodology

The focus of this mesearch was to perform an
appropriate readiness  assessment  to adopt
e-commerce by micre and small enterprises.  This
paper also tried to get preference of those entenprisas”
o us2 e-commerce in the fumure. The questionnaire
assessment was camied out in Vyas Municipality
based on the Perceived orzanization e-readiness for
e-commere  adoption framework from  literstos
TEVEETW.

Research Technigue

The guestionnaire was desigmed by using factors
identified in the framework. Total 20 questions weame
preparad for the survey, comprised for each of the five
factors. Each question was assessed against a 5 point
likert scale ranging from (1) strongly agme to (5)
sirongly disagres.

Awareness: It repesents the information available
and understanding about the e-commerce. There were
total O questions for this factor.

Human respurces: [t refers to the availahility of
appropriate education and experience to information
and communication echnology. There werne total 5

questions for this factor

Technology Use: This is the most crucial factor than
other factors. It meflects the basic ICT based
infrastructure  and  knowledge available in the
organization. There wem total 6 questions for this
factor.

Finance: [t reflects the current financial ransaction
methods pefermed by the organization There wene
total 5 questions for this factor.

Market Readiness: [t represents the enterprises’
perception towards business partner and customers o
adopt e-commerce. There were total 4 questions for
this factor.

There wer total 1044 firms a5 a population in the city
which limits in this survey category. Total minimum
requirzd sample sire was 64, but for ermor minimiration
total T samples were taken for the study. Random
sampling was used to select enterprises for collecting:
the information.

Statistical Analysis Approach The data collected
from the survey wene tzbulaied according to factors
from the framework. The basic mliability analysis
was performed io validae questionnaire within the
group. Cronbach’s alpha (@) meesures an internal
consistency and reliability of sems ame as a groep [11].
S0, @ vale for all five factors was calcolated o
validate the consisiency and relisbility of questions
related to those factors.

_Ma’ T, 0f)
w-naf

i . . equarion (1)

willere,
&k = Number of Tems in g group,
o = Tosal Variance,

o = Varaince o f each irem

The mean score and standard deviation of each
imdicabor was calculated based on responses from
participants and were depicted on column charts o
give 3 visual representation of the results and make it
easy for the MSEs to undersiand  Furthermore, an
e-readiness scale was uwsed o delermine the readiness
level of each factor in the framework. Fwe likerd scale
was used foreach question bo determine the readiness
leve | of each facior.
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Figure 1: Likert Scale

Basad on central tendency of the result factors wem
anabyzad as folbows:

Factor average beoween | amd 2 The factor
favored to adopt e-commerce.

Factor average beoween 2 amd 3: The factor
favored to adopt e-commerce but can still be
improved

Factor average between 3 and 4: The factor do
not favorad to adopt e-commerce; some work
have to be done prior to implament &-commerce
Sy S,

Factor sverage between 4 and 5 The factor
do pot favored to adopt e-commerce; lots of
work have to be done before to implement e-
COMMETTe Kyskem.

Based on echnology wsed factor, firms were also
categorized 1o e-commerce adoption level into
non-adopiers, capable adopters, and initial adopders.
MNon-Adopier: The non-adopiers were organizations
which have not been connecied io the miemet, had not
been using a smartphone or laptop, and didn't have an
email.

Capable Adopter: The capeble adopters weme
organiz ations that have been connecied to the inbermet,
have been using a smariphone or laptop, and had
email, but have not exercised o wse website or
e-COMmErca.

Initial Adopter: Initizl-adoplers were organizations
with a static websile that was used for publishing
company  information without  imderactivity or
participated in other e-commerce platforms.

4. Result and Discussion

The Cronbach’s alpha coe flickents range from 0,71 o
(&7, higher than the recommended (.70 level which
indicated acceptable level of mliability. So it was
concluded that the construct to intend measure from
the questionnaires was fit for measuring the
instruments. This showed that the instrument was
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sufficiently reliable and could consistently capture
true score variability among respondents.

Table 1: Alpha value and factor's scalke value

Factors Alpha Yalue | Mean and 5.1.
A Areness [T 3370+ L1010
Human Fesources nEl 2749 + L0410
Technology Use n7s 2971 + 1.350
Finance 07l 3029 + 1140
Market Eeadiness L.y 3975 + 0.937
Total 3205 + 1194

As of the results, it was clearly seen that MSEs had a
relatively low-level e-commerce adoption in the city
with the overall scale mean value 3205  Total
standard deviation was 1. 194, indicates that the
response was not consistent to one scale.  Human
resource was the most supportive factor with scale
valoe 2.749 and market meadiness was the most
lagging factor with factor valoe 3.975. From the
observation, it was found that mamy M35Es were not
inerested to wse e-commerce s they are salling
product to the local market and others due to lack of
HW IR N2 55,

The mean scomes of three factors Aw areness, Market
Readiness, and Finanoe were greater than 3 and less
than & implied that those factors were defiad to support
e-commerce implementation. Whereas, the main two
factors Technology wse and Huoman resources have
an sverage scale value between 2 and 3, implied to
supportive factors to adopt e-commerce.

Figure 2 showws that 25% female and 37% male were
strongly agmed’ agreed io e-commerce iom
basad on all factors. Whereas, 53% femalke and 41%
male were srongly disapeed’ disagmed o
e-commerce adoption.  23% femalke and 22% male
wer not sure to accept or reject the e-commerce
syslam.

i ot wior Bospanid

k
Wl B

Skl Ame A
EiFawods Ohak

]

5

HLY

Eva e T

L

Figure 2: Owners' gender wise response
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Technology used factor was the major factor io adopt
e-commmerce.  Only based on this factor 14%
enterprises were initizl adopter, they wera somehow
familiar with e-commerce system. Mostly, Te%
enterprises were capable to adopt e-commerce in
future and only 109 firms didn’t have sufficient and
adequate IT infrasiracture for e-commerce adoption.

Eechmiolipy Adepler Chtaaon

[T19 e
ity
My
E b %
. 7
- =S
Ledtial A depre gl Adopa WSk

Figure 3: E-commerce adopier category based on the
technology used

Figure 4 shows that 67% respondents mever tried
onling transaction system before. Only 20%
respondenis were commitied to use online financing
system regularly. Whereas, 13% of the respondents
only iried the sysiem but have not been usimg
regulary.

E-Tinapes Thead

BT%

Ha

ik

(K29

Sy Iepver

Figure 4: Unline payment sysiem used statistics

Since most of the respondents’ M3Es were not adopted
to online payment sy siem, cash on delivery system was
the preferably practiced payment system by existing
e-commerce portals in Mepal S0, cash on delivery
preference of the respondent was calculaied, result has
been shown m figure 3. Whene, 33% of the respondenis
agreed to accept cash on delivery whereas, 44% were
undecided to accept this system. Only 23% do not
prefer the cash on delivery sysiem.
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Figure 5: Cash on delivery preference statistics

Based on all five factors, market readine ss result has
bean shown in figure 6. While considering all five
factors, only 33% of the market was ready to adopt
online commerce sysem whereas 45% weme lagging
behind to start online system. 228 of the enterprises
were in unde cided condition, they can adopt afier some

guidance .
Market E-ready

S A5y
4 il
e 1%
20

1TF% %

{1

Ruzady Weiral ot Beady

Figure 6: Overall market e-readiness based on 5
factors

5. Conclusion

Evidence from litersture has shown that the adoption
of e-commerce has proven to be a potential method of
‘boosting the efficiency and effectiveness of 3 business
a5 it allows organization to adjust o new market
opportunities and memain  competitive in  the
ever-growing global market The main purpose of this
study was to investigaie the cument status of micro
and small enterprises to adopt e-coOmmerce.
Conclusion has been drawn  based om  the
Questionnaire assessment in ¥yss municipality. Five
factor analysis was camried out which ame Aw areness,
Human resource, Technology wse, Finance, and
Market Readiness.
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From result it was seen that overall scale value of all
five factors is in between 3 and 4, it indicates the poor
level of e-commerce adoption  Based om the
technology wsed factor, majority T6% wene capable o
adopt e-commerce.  Even though, most of the
enferprises were capable to adopt e-commerce based
on echnology available and knowledge of ICT, only
33% of the enterprises were mady o adopt
e-commere because of the lack of awareness and
perception towards e-commerce. This resolt proves
that awareness and infuition towards e-commerce ane
essential factors to adopt e-commerce.

It was seen that only 20%. of espondents had on hand
practice b0 use electronics transaction and only 33%
prefemmed to use cash on delivery. 5o integrated
system of cash on delivery and e lectronics transection
has been suggested for future implementation. The
analysis of existing lierature on e-commeroe adoption
leads to the generation of an integraied e-commere
business model which encompasses hoth B2B and
B2C model in a single portal in the futare.
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