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ABSTRACT

The purpose of this research was to identify the firms which using the internet is being
used in business. This study focuses only on Malay SMEs that are registered under
Dewan Perniagaan Melayu Kedah. Data and information were gathered by using
questionnaire as an instrument then analyzed using SPSS statistical packaged. A total of
200 Malay SMEs were taken as respondents. OQut of the 200 questionnaires distributed
only 106 were returned. This finding showed nearly 43% of respondents used internet in
their business activities. The analysis showed these firms are early adopters and they
provide information about their internet experience in term of their use, perceptions,
reason for implementing and not implementing the internet in business and the problems
encounter. Further analysis showed that most of the survey respondents use the internet
for gathering general information and make it online. The other findings also showed the
respondent’s perception towards internet is largely neutral. The problems encountered by
the respondents for not implementing internet include lack of staff with IT skill, too
expensive, security, and lack of advice and support from local authorities and public
agencies. Hopefully the findings could assist the hindering factors and the problems that
arise when using internet especially among Malay SMEs.
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ABSTRAK

Kajian ini bertujuan untuk mengenalpasti penggunaan Internet di dalam perniagaan.
Tumpuan kajian ini adalah terhadap usahawan melayu dalam Industri Kecil dan
Sedaerhana (IKS) yang berdaftar di bawah Dewan Perniagaan Melayu negeri Kedah.
Sejumlah 200 orang usahawan melayu telah diambil sebagai respondent kajian. Data dan
maklumat telah dikumpul menggunakan kaedah soal selidik dan dianalisis secara statistik
dengan menggunakan perisian SPSS. Daripada 200 set soalan yang diedarkan hanya 106
dikembalikan dan digunakan dalam kajian ini. Dapatan kajian menunjukkan hampir 43%
daripada respondent menggunkan internet dalam urusan perniagaan. Ini menunjukkan
penerimaan internet di kalangan usahawan Melayu di kawasan kajian masih diperingkat
awal, respondent juga menberikan maklumat tentang pandangan di dalam penggunaan
internet, alasan untuk menggunkan dan tidak menggunakn internet di dalam perniagaan
dan masalah yang dihadapi. Seterusnya dapatan kajian menunjukkan respondent
menggunakan internet untuk mendapatkan maklumat umum dan mengunakan transaksi
atas talian (online). Analisis kajian menunjukkan bahawa persepsi respondent terhadap
internet adalah neutral. Masalah yang di hadapi oleh respondent termasuklah tiada
pekerja yang mempunyai kemahiran dalam IT, sangat mahal, masalah keselamatan dan
kurangnya nasihat dan sokongan dari pihak berkuasa tempatan dan kerajaan. Adalah
diharap melalui dapatan kajian yang dijalankan dapat membantu pihak kerajan untuk
menangani faktor penghalang dan permasalahan yang timbul dalam penggunaan internet
khususnya di kalangan usahawan melayu.

iv



ACKNOWLEDGEMENT

In the name of Allah, Most Gracious and Most Merciful. First and foremost,
Alhamdulillah, praises to Allah S.W.T for giving me the will and strength in enduring all
the problems in completing this theses. I am indebted too many people whose kind
assistance has contributed immensely to the successful completion of this thesis. Indeed
the list of those to whom acknowledgement is due cannot be comprehensive, but the
following deserve special mention.

First, I would like to convey my sincere gratitude to my Supervisor, Associate Professor
Dr. Rosli bin. Mahmood, for his continuous encouragement and contributions throughout
this project. I appreciate for his knowledgeable supervision in helping me completes this
project paper during his always-busy time.

I am thankful too, towards Y.B Dato Hj Zainal A. Hamid, the Chairman of Dewan
Perniagaan Melayu Kedah, Tuan Hj Naza Bin Ujang and Puan Salwani for assist me in
distributing the questionnaire. My sincere thanks and gratitude to Yayasan Pahang for
awarding me loan. Without Yayasan Pahang inspiration and financial support this theses
may not successfully complete.

To the helpful friends and colleagues who constantly wish me welt, 1 extended my
sincere thanks. Thanks you Sami, Fadi, Marliana, Norbizura Norzihan, Faiezah and
Maisarah for the unfailing support and unceasing encouragement throughout my study.

Very special thank you are extended to my family. This study is dedicated to my parents,
Mr. Manshor Tapa and Madam Faridah Baharum who provided a lifetime of inspiration
and encouragement to constantly keep me heading in the right direction. I must also
mention my lovely sisters, Rusiani, Ruzilawati, Nurul Ain and my brothers, Rusli and
Ariff since they have brought me such joy and encouragements. I thank them very much
for the entire sacrifice during this time. Finally, above all else I respectfully express thanks
to my respondents, staffs in several divisions in UUM. I dedicated this work to them all.



DEDICATION

I would like to dedicate this part of my life’s work to my lovely parents, Mr. Manshor bin
Tapa and Madam Faridah binti Baharum. You truly earned this degree as much as I did.
Your enduring love and support is the reason for my success. When the challenges of the
Master’s program became overbearing, both of you were there to encourage me to
persevere, to remind me of my ultimate objective, and to help me have some fun along
the way. | am eternally grateful for all that you had to sacrifice, and I love you both very

much.

vi



TABLE OF CONTENTS

PERMISSION TO USE......oiiieiireeercrenrenrieaseresesnserssceesesssssasesasssassssssacsessensrescasess ii

ABSTRACT ...ttt ceestestee e eseseessesssne s seesassasssessessatssassnsassssssessassnessasssasas il

ABSTRAK ... st eecaten e ce e ene s ba s e s e s e et s mt s meeseeesasessessnessesesasnbenne v

ACKNOWLEDGEMENTS .......ooiiirtctrnteirreieseeneenressesesesestesnesssseseseesencsseeensaseseacas v

DEDICATION .....uiitetieeententeseereresesesesensaserssesesssessessanssessssasasssaseassssssssensssssasassssssese vi

TABLE OF CONTENTS....cooetiriiieieteenrreiesentseescstrinnresesansstssssesnssssesssssentessassentesessses vii

LIST OF TABLES ... ctiicetteerttrectaeneeseetesstsntenaeesansasasesssssasasesarssossesesesasassessssssnes X

LIST OF FIGURES .......oooiiiietreeteieirtereterestreeenestenessessessseserassnesassssesesssssssonsassasssnss Xii
CHAPTER

1 INTRODUCTION .....uioiieiiecriireeseeeeeeetesessseseresesesssssnsstensneseessssssssassensssass 1

1.1 INtrOdUCHION.......coeerecreieiereercee ettt re e esee s e stesee s eee e s e s e sesnenns 1

I.1.1  What is the intermet .......ccccoeveeieirirrenrerrreeeseneseereesscvessesesencaes 4

1.1.2 The internet in Malaysia ........ccccoeeveverreererrerrennceeseesrccnnneessennens 7

1.2 Problem Statement........cccoceveereerirreecenreenenrenceersessesnueressessesssssessnesessesesases 8

1.3 ReSearch ObJECHIVE .....coceimrieeerirrieererteseeereteseetrene e st ssessenesaesareessesonsaens 8

1.4 Signficant of StYAY ...cccevverrrrereeeeerieinrreeresesreesesrereseeseseressesessesesesens 9

1.5 LIMItAHONS .cueerrirereeeeeeinrerieerensteessessesisaressssessasessessasesessasesasassssennes 10

1.6 Definition Of termS........ccouevvererieteceeeiee e eeteete e s s e vasaenes 10

1.7 Organization of the study........cccocerveenmiiiineinirnirecencrerererreneneeeene 11

2 LITERATURE REVIEW ......cociininirnrineerinnnsesssreasessssesessssnesessesasseseees 12

2.1 IRITOAUCHION......ccv e et treesseeessesasnssessneseessasanesanss 12

2.2 The use of internet in bUSINESS.......c.corverrvererrercerreneereeresercstrsneaesesseaes 16

2.2.1  COMMUILCALION.......corrrrercrcrrrrerrrseriersnsensassessarssnsaesesassessssaseces 16

2.22  Information gathering-tools ..........cccoevevceirurerenernrceenrnenneesunnene 17

2.2.3 Direct onling Selling.........cceoevveereerereceererorrnnresseseecseseessessssassanne 18

2.2.4 Publicity, marketing and advertising ......c..cceceeecereenverceereneenne 18

2.2.5 Disintermediation..........c.cveviriirieiiireneienenenreeninnenenn 21

vii



227 Collaboration........c..coeeeineninciiueeeininrerarerenenenenrnremmn. 22
2.2.8 Research and development............cccoouvviniiiennininianinnn. 23
2.3 The problems used of internet in business...........cocevveveceirrananen.. 23
2,10 ConClUSION. . ..uieiiiirtii et ee e e e e eae e 27
METHODOLOGY ...cuonieiiririeeecteeenreccsrneneseeiesssnesesessssaseesesssseessssasssnsscsesae 29
3.1 INPOAUCHION. ....ccoeeieeirirrereie et ecesree e sesveenesste e tesee e snesacnnons 29
32 ResSearch SUDJECES ....euiiviireieeieecee ettt sneseas 29
33 Research instrument.........ccoeeevverrireiieiccirersereenreeeseceneneseesecennessesns 29
3.4  Questionnaire StIUCIUIES........cceeeeeererresrererrieseersesseensesssessaesasserssesesseene .29
3.5 Statistical MEtOdS ......c.cceeecrrieesesieirieecieetereestnsese e ees st reeesreseeeaes 31
3.6 CONCIUSION ..coveineeiiniieitecinee ettt et e et esee st e see e s nesssaness 31
FINDINGS ...ttt e essesae e setsse e s e s e eeses e sess et srnsessasnens 32
4.1 INtrOUCHION . .c.cc ettt ettt st seseeunesees st esae e neaens 32
42  Quetionnaire analysiS.......cocerereereresenererriereesisessessessessnssorsesaesssscesenes 32
4.3  Research reSponse rate.........ceovceeereeireerrierreeesreeneesseesesesssssssnesesseonsns 32
4.4  Description of the INSIIUMENLS ..........cceeerrrereercrnreneerereeerereseesaereseeeesens 33
4.5  Analysis and Finding results.......cecceeveeunrencrenieneerenenicsenesnnnnesesseaes 33
4.5.1 Demographic characteristiCs.......couevrerertrreeeerereresneenvescneseenes 33
4.5.2 Perseptions towards the internet ........c.coceecveieriecrercrsceveeeeeencne 43
4.5.3 Reason for implementing the internet in business.................. 46
4.5.4 Reason for not implementing the internet in business............. 52
4.6 CONCIUSION ....ueeeerrereerecersrerererereseesestesssnesessarasesssstessssesssssessesaeseesens 56
CONCLUSION AND RECOMMENDATION........ccccvenreeecreaneneneseenesasseas 57
3.1 INtTOAUCHION....c.eeieiereiecicneneecetenreseseeseseennessessesseonesuesnesessesanssssnssens 57
5.2 Summary and findings ........eeueceeeienencininennnteeese e 57
5.3  Disscussion and recommendation.........e...cccevereecureeeeesirenecssesecsnencscssenes 58
54  Problem and lIMitatiOnS ........ceceeceereesersenennereeseesnseesesessnensesessncssseneas 59
5.5  Significant cONtrUDULION. ...cccevreererierierrensertrsrerresesresssseessssssacsnesssnssses 59

2.2.6 Payment SYSteM.......ccvueiriniiieenenineenineeensenernsesasncnsecn 22

viii



5.6 CONCIUSSION. .veecreieeciitreeecctereesetiessesreeetsssseeessesssssessasessossarsossssasssrressrns 60

5.7  Recommendation and further research .........ccccvveecenriirirreccninccnnne, 61
REFERENQCES .......ootooicietintectecestenrentesesereseanessessessessassesssnsossosnsssssssssessessesssnnsasseses 63
APPENDICES ... retieecreecrrtesresseeserresttese e srassnassssestenssassasssesasessasaessessonns 67

APPENAIX L.ttt sttt sste e e st e st e seeree s e e s sae et ssnesra s e eesaens 67

APDENAIX 2......oeiirieeiiiteereenreniressrescressataeseesntessesenaessasesetesssaesseesseesasanssasasencses 84

APPENAIX 3ttt st st sttt nsat et ns 87

ADPPENAIX G......neeiiiiirtieeeereee e rieee s see et tesae e et st e s e nae e e e sesresan e et s e anaesseeenese 105

ix



4.1
42
43
44
4.5
46
4.7
48
49
4.10
4.11
4.12
4.13
4.14
4.15

LIST OF TABLES

RESPONISES TALE.....ccuvecereiricrereeciiereestenercestestenee s s sansteessesnnessessessnsssssnnns 33
Main DUSINESS ACHVILY.....eiirerieriereneirerieneruemsessesectanteseecsessesssssseeseessessensnesne 34
TEIUTE ......ireeceetcceereee et s e esre e reeanene s e st ses e tesranastsesaesasnenonssnssnnsnne 34
Number of mMPIOYEES .....ccuiveiriierereaeitreeeseereeeersrereesreraesseessieserese s essanensonne 35
Legal status Of fIfm ....cc.ooiiiiiiiiccicrrcnenccrte et seenane 35
HOW start the DUSINESS ....c.ccceereierrreeerueerincetianeerneineneenestessesssssseensssessessonsensans 36
Know what is INteINet .........cocueiriiiioiiriiencnireccinctesraneneee e cseassssceeesansane 37
Understand by internet in bUSINESS .......cccceceererreenrcereeeecrsersrencereraeenessseenesesnnas 38
Purpose using the internet in BUSINESS ......cccoeereerireireereenrienserneirnererisierscssenens 39
Firms have INtIMEt ........ccoovieveeirinieritirentcenrecenenee e see s seeeaesssssecseesesnas 39
Implementing internet in WOrkforce .........ccceoeieiviceenencncnccncnicscnccnsienenecnnee 40
Respondents percetions towards internet usage in business.........ccceceevncncne. 42
Respondents reason for implementing the internet in business......cccccccvveeueucn. 45
The impact of internet to the firm has internet ...........ccocceeceeervcveniecriiccrrcnnne. 50
Respondents reason for not implementing internet in business..........ccccceeeeee. 51



4.1
4.2
43

LIST OF FIGURES

Frequency of business turnover ..........ccceeeeeceevrecceeaees

Percentage of firms have internet ........ccccoceeevevcrurnecnnnnnns

Percentage of firms implementing internet in workforce

--------------------------------

................................



CHAPTER ONE

1.1 Introduction

The internet provides most existing new business opportunity for decades. By using
the internet 35 million or more users who can communicate through out the internet
across the world. Nowadays, the used of internet for business purposed has become
expand over the past year and the Malay SME in Malaysia should take this
advantage to compete with other and for extend their business. The Malaysian
governments are encouraging diffusion of internet among SMEs as way to improve
firm competitiveness, overcome traditional barriers and improve access to new
markets. Small firms who are able to do this aim to gain a competitive advantage

(Avlonitis and Karayanni, 2000).

According to Ministry of Entrepreneur and Co-operative Development (2006), the
globalization era rapid evolved and the entrepreneur will loss if they do not know
how to access and use the technology efficiency. Malaysian entrepreneurs from small
and medium sized enterprises (SMEs) have been strongly advised to embrace
information and communication technology is if they wish to gain a strong foothold

in the competitive global economy.

James H. Clark, co-founder and chairman of Netscape Communications, has said that

The Internet is the biggest thing that has happened in telecommunications since

the telephone. It is going to become as fundamental to the operations of
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