the self-report questionnaire that faithfully
reflects the emotional factors related to
electronic commerce systems. The second
study focused on determining the impor-
tant graphic design factors from the cus-
tomer’s perspective. The causal relations
between the emotional factors and design
factors were established in the third study,
and verified in the final study. Results in-
dicate that it is possible to manipulate the
graphic design factors of the customer
interface in order to induce a target emo-
tion, such as trustworthiness. These results
have important implication for the design
and implementation of emotionally usable
electronic commerce systems.

Discussion

The design of customer interfaces that pro-
vide a pleasant shopping environment is
an important research issue in electronic
commerce. This paper proposed a research
framework of the customer interface for
cyber shopping malls. The framework con-
sists of four dimensions: content design,
structure design, navigation design, and
graphic design. Each dimension was ex-
plained together with a description of a
study conducted by the author. These stud-
ies are merely a starting point in the re-
search regarding customer interface, and
further studies are needed to test and ex-
tend the framework. Two pre-conditions
must be met for more research in the cus-
tomer interface. First, an experimental test
bed must be constructed in the form of a
cyber shopping mall that provides a
mechanism for manipulating the four di-
mensions easily and for tracking custom-
ers’ behavior faithfully. Second, a chan-
nel for inter-disciplinary collaboration
among researchers with different academic
backgrounds must be provided. The rel-
evant areas include marketing, consumer
behavior, human factors and human com-
puter interaction.
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Internet-based Small Business Communication:
Seven Australian Cases

by Simpson Poon, Swinburne University of Technology* and
Paula M.C. Swatman, Monash University, Australia**

Executive Summary

This paper presents a case study of seven
small Australian businesses which are us-
ing the Internet to undertake at least part
of their normal business operations. The
objective of the case study is to investi-
gate the key driving forces behind these
companies’ Internet adoption and continu-
ous use and the level to which they are
using the Internet to support their busi-
nesses.

Our results indicate that benefits perceived
by these small businesses during Internet
use and potential business opportunities
are key drivers for Internet use. Manage-
ment involvement and enthusiasm are also
important for the Internet adoption proc-
ess and ongoing usage.

Based on the research findings, we have
constructed a four-stage model which de-
picts how small businesses use the Internet
to support the business relationship de-
velopment process and the activities in this
process which are supported by the
Internet. Finally, we advocate that more
subtle but critical factors, such as entre-
preneurship in Internet use, can have pro-
found effects on the level of ongoing
Internet usage success.

Introduction

The Internet and its applications have cre-
ated an information infrastructure which
now rivals the Plain Old Telephone Sys-
tem (POTS) in size, coverage and popu-
larity. Despite somewhat exaggerated mass
media suggestions that the Internet is ef-
fectively an enormous database of pros-
pects to be targeted by marketing cam-
paigns, reports in both academic and
professional publications (see, for exam-
ple, Barker 1994; Sieber 1996 and Telstra
1996) do offer support for the view that
small business use of the Internet is in-

creasing. Early estimates, however, sug-
gest that the percentage of Australian
small businesses which are actively using
the Internet is still relatively small — and
primarily restricted to the more entrepre-
neurial organisations (Poon and Swatman
1996).

As commercial use of the Internet grows,
it is becoming increasingly recognised that
this is a very different business environ-
ment from its physical counterpart. For
example, marketing approaches which
work well for broadcast or print media
(such as supplier-driven marketing strat-
egies) may not perform as well on the
Internet (Hoffman and Novak 1996). Com-
mon ways of exploiting the Internet as a
business tool include marketing and in-
formation distribution; electronic mail for
inter-company communication; and pro-
vision of services and products (Brown
1996). Rayport and Sviokla (1995) also
suggest that businesses can use the Internet
to help them gain access to marketplaces
(or "marketspaces”) which might otherwise
be inaccessible.

Earlier research (Barker 1994) indicated
that small businesses which are early
adopters of the Internet believe they can
gain competitive advantage by using this
medium. In previous work (Poon and
Swatman 1995) we have suggested that
integration of Internet usage with busi-
ness strategy is critical to success in such
a venture — although the amount of inte-
gration (or reasons for lack of integration,
where relevant) is still unknown. By in-
terviewing a group of seven early adopters
from a variety of business sectors who
claim to have gained competitive advan-
tage through Internet use, we have dis-
covered that while such competitive ad-
vantage does appear possible, it can as yet
be described only as a "perceived” ben-
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efit. The results of our interviews have
enabled us to construct a four-stage model
which reflects the way in which the
Internet has been used during the differ-
ent stages of business relationship devel-
opment.

In this paper, we first outline the research
method used for the study and provide a
summarised background of the case study
participants. We then discuss two issues
— perceived benefits of the Internet and
management involvement in adopting the
Internet for business use, both of which
appear to be key driving forces for con-
tinued Internet use. With the aid of a four-
stage business development model and the
case results, we analyse the ways in which
the Internet is used as a supplement to the
traditional business environment. Finally,
we suggest that further research needs to
be carried out to extend the in-depth dy-
namics of this mode — including factors
such as entrepreneurial approaches to
Internet use among small businesses.

Research Method

Yin (1994) suggests that case study is an
appropriate choice of research method
when researchers have little control over
the environment; when the events under
investigation are contemporary; and when
the context of the research is important.
Clearly, we had little (if any) influence over
the way in which the study’s participants
were using the Internet; we were investi-
gating contemporary events; and we were
particularly interested in the business con-
text in which the participants were mak-
ing use of the Internet. We felt that case
studies would enable us to gain an in-
depth understanding of why and how the
firms under investigation were using the
Internet for competitive purposes.

Participants were selected from a sample
of companies which had already partici-
pated in a survey of small business Internet
use in Australia, conducted prior to this
project (see Poon and Swatman (1996) for
a discussion of the results of this study)
and who had expressed their willingness
to engage in further participation. Selec-
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tion criteria for the case study participants
included the size of their business (micro-
to small-sized firms), their expressed views
on competitive advantage since having
adopted the Internet (positive and hope-
ful) and their business sector (we endeav-
oured to gain access to a range of busi-
ness sectors). These case studies form a
part of a larger research project which is
investigating the strategic use of the
Internet by small businesses in Australia
— building on the work already undertaken
in the survey, the case studies provide a
more in-depth investigation of motivation
and experience than could be obtained by
the broader (but shallower) snap-shot
which our survey provided. We were also
able to use the case study results to pro-
vide a level of validation of the informa-
tion gathered through the survey.

The case studies were designed to be car-
ried out as a series of interviews and site
visits. Where site visits were not feasible,
due to distance or time factors, telephone
interviews were carried out instead. In-
terviews were recorded as a series of field
notes and subsequently transcribed into
more detailed accounts, which were then
verified with the case study participants
for accuracy. The interviews were carried
out in a series of stages:

+ we initially gathered information on the
background of each company, its
director, and the role played by the di-
rector/management in adopting
Internet use;

+ we then asked participants to provide
examples explaining why they held a

positive attitude towards Internet use;

¢ next, we attempted to identify how
much, and in what ways, the Internet
is used to support business activities
with particular focus on inter-organi-
sational relationships;

+ finally, we allowed the interviewee to
express his/her vision of how the
Internet will further be used to help the
interviewee’s business.

Participant Organisations’
Backgrounds

Each of the seven companies selected came

from a different business sector. The group

included:

¢ alegal firm (Firm A)

¢ a public relations consultant firm
(Firm B)

¢ a printing equipment manufacturer
(Firm C)

¢ a regional development organisation
(Firm D)

¢ an internet consulting company
(Firm E)

¢ a philately auctioneer (Firm F); and

¢ an IT networking consultant company
(Firm G).

Brief summaries of each company, with
its products/services and key reasons for
continuing to use the Internet are avail-
able in Table 2 (which can be found at the
end of the paper).

According to the Australia Bureau of Sta-

tistics’ definition of small business (Cas-

tles 1993), all these companies are small
businesses because they conform to the
prescribed characteristics:

¢ a small business should be independ-
ently owned, owners/managers should
contribute most of the operating capi-
tal and be involved in the principal
decision making functions;

+ asmall business belonging to the non-
manufacturing industries should have
fewer than 20 employees — and, if be-
longing to the manufacturing indus-
tries, no more than 100 employees.

Discussion and Analysis
There are a number of publications on




small business use of Information Tech-
nology (see, for example, Malone 1985;
Kagan, Lau, and Nusgart 1990; Bergeron
and Raymond 1992; Blili and Raymond
1993; Cragg and King 1993; Naylor and
Williams 1994; lacovou, Benbasat and
Dexter 1995; and Poon and Swatman
1996). Some of these studies (for exam-
ple, Cragg and King 1993; or Naylor and
Williams 1994) focus on internal applica-
tions systems (e.g., accounting and data
base), while others concentrate more on
communications technology (lacovou et
al. 1995; or Poon and Swatman 1996). Al-
though all these discussions provide an
important understanding of factors affect-
ing the ways small business use IT, very
few authors have focused upon these fac-
tors in relation to small business use of
the Internet.

Since the Internet is an infrastructure de-
signed for inter-organisational communi-
cations, factors relating to successful use
of the Internet are more likely to concern
inter-organisational activities and systems
than internal application systems. For ex-
ample, factors reported by lacavou et al.
(1995) such as reduced transaction costs,
better customer service and more efficient
information access; as well as those re-
ported by Poon and Swatman (1996), in-
cluding advertising and marketing, glo-
bal communications and shortened
communication cycles, are all relevant to
successful Internet use. Further, most
Internet applications are standard pack-
ages (eg. Web browsers, or file transfer
software) and so those factors which have
contributed to success in firm-specific or
customised systems are often irrelevant in
the context of the Internet.

Despite these distinctions between
Internet-based commerce and other forms
of electronic commerce, the results of our
study of seven small firms suggest that a
number of factors are relevant both to the
Internet and to conventional IT. Some of
the factors which have been found in pre-

Table 1
Direct and Indirect benefits gained by using
the Internet among participants.
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were also relevant to this study, particu-
larly perceived benefits and managerial
enthusiasm (identified by Cragg and King
1993; and lacovou et al. 1995), which were
found to be common among the seven
firms. By contrast, factors such as the pres-
ence of a systems analyst/consultant or
the number of administrative applications
existing proved to be unimportant (at least
at this stage) in contributing to positive
experiences among the participants. It
would appear, therefore, that attitudes of
staff and management are relevant to all
types of computing — whether Internet-
based or not.

Perceived Benefits from
Internet Use
lacovou et al. (1995) noted that the ben-
efits obtained from EDI use include both

direct and indirect benefits. One charac-
teristic of direct benefits (such as reduced
transaction costs or lower inventory lev-
els) is that they are relatively easy to quan-
tify. Indirect benefits, which include ex-
amples such as better customer services
and improved trading partner relation-
ships, are notable for being difficult to
quantify and for taking longer time to
eventuate (see, for example, Tengende
1993; Chin 1995 or Quach 1995). Swatman
et al. (1993) have also pointed out that to
achieve longer-term benefits from tel-
ecommunications-based information sys-
tems, an organisation needs to combine
its inter-organisational systems strategy
with existing business strategy.

From the results of this study and also from
our earlier survey (Poon and Swatman
1996), we observed that benefits gained
from Internet access nominated by small
businesses can also be classified into di-
rect and indirect benefits, as Table 1 illus-
trates.

An interesting fact is that firms A, D and
E did not explicitly state that they had
gained direct benefits from the Internet.
In fact, even for those participants who
did state that they had gained direct ben-
efits (ie. the rest of the group), the sav-
ings/incomes obtained were marginal —
and often circumstantial. Interestingly,
however, none of the firms suggested that

Direct benefit from using the Internet

Organisations gaining such benefit

Savings in communication costs

C,G

Savings in advertising costs

B, F

Indirect benefit from using the Internet

Organisations gaining such benefit

Communication efficiency improvement A B,CFG
Speedy and timely access to information from websites A B,C D FG
Create an up-to-date corporate image B

Obtain know-how through discussion with others on AFG

the Internet

Create new business opportunities A EF
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the lack of direct benefits would cause
them to cease using the Internet in the
near future. These early adopters view the
indirect and often non-immediate benefits
as being more important than direct gains
(at least at this stage) and it is the possi-
bility of such benefits which keeps them
connected to the Internet. For example,
one comment made was that having ac-
cess to the Internet is like having a fac-
simile machine — although one cannot
directly quantify the amount of revenue
brought in by having a fax machine, few
businesses can afford to do without one.

Management’s Role in Internet
Adoption

The positive relationship between level of
management involvement and success of
IT within the organisation has been iden-
tified in a number of small business sys-
tems research projects (see, for example,
Yap, Soh and Raman 1992; Cragg and King
1993). Management enthusiasm for
Internet adoption was also observed to be
a common thread among the seven firms
in our study. Often the director or a senior
partner can see the potential the Internet
offers to his/her business and plays an
active role in adopting the technology. This
scenario is strikingly similar to the obser-
vation made by Runge and Earl (1988),
who emphasised the importance of prod-
uct champions having:
¢ avision of the organisation’s strategy
¢ an ability to secure resources for

projects
¢ the power to shortcut the decision proc-

ess and
¢ the opportunity to change attitudes of

resistance.

Our findings also agree with Runge and
Earl’s finding that technical knowledge
does not seem to be as important as a posi-
tive attitude towards the business poten-
tial of the IT project. The most striking
example of such concordance was that
only one of our seven interviewees had a
formal IT-related qualification. Despite the
lack of formal IT training of our seven
project champions, however, they have
somehow managed to acquire a concep-
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Figure 1  Business relationship development process

tual understanding of the ways in which
the Internet can be exploited for business
purposes. They do not seem to blindly be-
lieve the media hype which is currently
so pervasive — but have instead tried and
experienced first hand ways in which the
Internet can enhance their strategic posi-
tion.

When we asked our participants what
drove them to use the Internet reasons
expressed included curiosity, the need to
explore new business opportunities and a
fear of being left behind in the era of elec-
tronic commerce. Regardless of their ini-
tial motives, participants’ interest in the
Internet grew as they started gaining
hands-on experience and realised the po-
tential of the Internet. The only exception
to this was Firm D, where direct manage-
ment involvement in Internet adoption has
been minimal. Firm D’s success in using
the Internet is mainly due to a special
project funded by its board of directors to
help their customers to network and share
business information.

Impact of the Internet on
Business Relationships
Different groups (see, for example, GEN*
and LinkNet?) have established alterna-
tive business environments on the Internet,
where small businesses can carry out their
usual business and networking activities
"virtually” Our study suggested that small
businesses are using the Internet as a sup-
plement to the traditional business envi-
ronment. In fact, we can identify how
small businesses are using the Internet to
supplement the different stages of their
typical business cycle. A model depicting
the four stages of a business relationship




development process is illustrated in Fig-
ure 1, which also shows that as the busi-
ness relationship matures, the pattern of
information exchange and the target
groups with which such exchanges are
conducted become more predictable. Us-
ing this model, we can discuss how our
participants are using the Internet to sup-
plement typical business activities and
how much it is used.

Stage One -
the Search for Business Oppor-
tunities (High Usage)

The Internet, particularly mailing lists and

Usenet newsgroups, has been used by

Firms C and F to explore potential busi-

ness opportunities. Such processes can be

either a one- or two-way approach. Firm

C (a printing equipment manufacturer) has

a web page set up to advertise and market

its products. Through Usenet newsgroups

(such as alt.industrial), the owner of Firm

C responds to enquiries and at the same

time provides product information:

¢ Firm C has been trying hard to ensure
that its webpage is linked to a number
of search engines (both regional and
international). Since its owner has busi-
ness links to Switzerland and Germany,
he has also submitted its webpage to
search engines in Europe. At the same
time, the owner of Firm C has been
eager to answer enquiries received via
electronic mail about its products and
look for potential business opportuni-
ties by browsing at other pages. By
monitoring search engines results, he
tried to gather other companies, both
local and overseas who provide simi-
lar products;

+ Firm F (a philately auctioneer) has been
participating in mailing lists dedicated
to exchange and discussion of phila-
telic issues and has managed to link
up with people interested in his auc-
tion items. Some of these collectors,
who are often overseas customers, even
offer their collections to be auctioned
by the owner of Firm F. The owner of
Firm F also subscribes to a number of
Usenet newsgroups which he feels are
related to his business. He is already
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making some of his auction items avail-
able on his company’s webpage by dis-
playing specifications and pictures. The
owner of Firm F believes the Internet
will bring in additional businesses be-
cause he has noticed that some of his
customers are actually from academic
institutions worldwide.

Stage Two -
Explore Collaboration Possibilities
(Medium - Low Usage)
A senior partner of Firm A (the law firm)
provides an interesting example of how
the Internet can be used as a medium to
explore collaboration possibilities, with-
out incurring heavy time or expense over-
heads. Firm A has been approached by an
overseas businessman interested in setting
up business establishments in Australia.
This businessman wanted the business to
be established in such a way that he would
attain maximum flexibility and benefit,
but the senior partner was unsure if this
strategy would work. Unfortunately there
was little help available locally to con-
firm the senior partner’s strategy, due to
its novelty. An enquiry was posted on a
mailing list and a number of Usenet news-
groups. A UK legal firm provided leads to
the senior partner which enabled him to
make contact with a researcher at Cam-
bridge University who has published on
this particular issue. Firm F is now in col-
laboration with the UK legal firm and they
are involved in a number of joint projects.

Other participants do not report any Stage
Two activities which rely heavily on the
Internet. Most consider that such activi-
ties require some face-to-face activities
before proceeding further into Stage Three
and Four of the business development
model in Figure 1. It seems that although
the Internet is a very useful tool for Stage
One activities, further consolidation of the
initial business contacts requires more di-
rect interaction or perhaps a richer com-
munication medium.

Stage Three -
Consolidate Project Details
(Medium - High Usage)
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After identifying collaboration activities
and pinning down preliminary collabora-
tion plans, most participants feel comfort-
able, at least partially, in resorting to elec-
tronic mail for further exchanges. By this
stage the collaborators have already es-
tablished a more in-depth business rela-
tionship and they know the people with
whom they are communicating. What
seems to be important is the ‘handshake’
in Stage Two which makes further virtual
communications worthwhile. All partici-
pants agreed that Internet-based commu-
nication is preferred if it is more conven-
ient and effective to both parties involved
in the communication. At the same time,
all agreed that telephone, fax, post and
most often face-to-face meeting are still
necessary.

Electronic mail and the Web had been used
during this stage of the business develop-
ment. The owner of Firm B (a public rela-
tions consultant) described a situation in
which he was working on a new product
launch for a client which is the regional
office of a multi-national company. The
headquarter of the client company is in
the USA and products are often launched
in the US before in Australia. As the owner
of Firm B was finalising his report over
the weekend (which he had to submit on
the coming Monday morning), he found
out that he needed some vital informa-
tion on the new product. Knowing the
product has been launched in the US, he
visited the website at the company’s
headquarter in the US and downloaded the
information he needed to finalise the re-
port. In fact, he managed to surprise his
client because of the timeliness of the in-
formation, which at that time had only
just arrived from the US headquarters!

Stage Four -
Structured Information Exchange
(High Usage)
All participants tend to use the Internet
fairly extensively during this stage of busi-
ness development. Again, electronic mail
is the principal service used to exchange
documents and information:
¢ Firm G (an IT networking consultant),
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in particular, suggested that they re-
lied so heavily on the Internet as a co-
ordination medium that outages on the
Internet have a more serious impact on
its business operations than problems
on the phone lines. Apart from elec-
tronic mail, Firm G also logs onto cus-
tomers’ computer systems over the
Internet to carry out maintenance and
diagnostic tests. File Transfer Protocol
(FTP) is also used to upload and down-
load information and software;

¢ Firm F (the philately auctioneer) allows
customers to submit proxy bids for its
auction items via the Internet, which
contain all the necessary information
for the executor to make decision on
behalf of his/her clients;

¢ Firm E (the Internet consultant) accesses
its clients’ websites to carry out home-
page maintenance and allows clients
to do their own updates to their home-
pages if needed;

¢ Firm C (the printing equipment manu-
facturer) uses electronic mail to ex-
change design documents with its Swiss
business partner, by sending an elec-
tronic version of its design as electronic
mail attachments. The owner of Firm
C said that if electronic mail was not
used for document exchange, a com-
puter disk or laser printed documents
would have to be physically sent be-
cause faxed copies do not provide suf-
ficient resolution for such documents.

Judging from the variety of activities car-
ried out on the Internet, the Internet seems
to be most useful for opportunity search
(Stage One) and routine message exchange
(Stage Four). Whereas when deeper mu-
tual understanding is needed (for exam-
ple, during Stage Two and Three), richer
communication media or even face-to-
face interaction is important.

Hidden behind this four-stage model, we
believe the effect of a subtle but very im-
portant factor warrants further investiga-
tion in our future research. This is the abil-
ity to apply entrepreneurship to Internet
use. By entrepreneurship, we mean the
ability to seize business opportunities




quickly and exploit them to the firm’s full
advantage so that future competitiveness
is consolidated. This is similar to the abil-
ity to perceive the market potential of a
new product and carry out rapid product
development to capture market share. Both
the ability to conceive of bright ideas and
to make them work in practice will trans-
form intangible benefits to tangible out-
comes in Internet use. While we still lack
firm empirical support for this conjecture,
it appears that the small businesses can
preserve their edge gained by continuously
applying entrepreneurship in business use
of the Internet.

Conclusion
The results of our study of seven small
business users of the Internet suggest that
perceived benefits and management in-
volvement are two common factors com-
mon for companies having a positive out-
look on Internet use. They also suggest
that while some factors leading to small
business IT success in earlier studies were
specific to the environments and applica-
tions studied, at least two apply to the lat-
est IT application — the Internet. By re-
viewing the way in which the Internet is
used during the different stages of a busi-
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Telstra Australia “T echnology in

ness relationship, we were able to con-
struct a four-stage model illustrating what
small businesses use the Internet for and
how much they use it. Being aware of the
limitations of the results generated by this
study due to the small sample size, we have
already engaged in a more extensive
project involving a larger number of small
businesses.

We intend to test the validity of the model
and further refine it, if necessary, by ap-
plying the findings to a new sample of
Internet-using small businesses, over the
next 6-12 months. We will also test the
findings on a group of small businesses
based outside Australia, to examine the
importance of external factors such as
business culture and technology availabil-
ity. A number of research partnerships
have been established with colleagues
from the UK, New Zealand and Switzer-
land and we anticipate gaining access to
small businesses in these countries.

Finally, the role played by entrepreneur-
ship as a factor influencing the structure
of the model warrants further investiga-
tion. As yet we are unsure of exactly how
the influence of this factor will affect our
model — but hope to discover the answer
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Management Yes, one partner
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Desigp, apd dgethods”, 2nd EAitiocject
Sage Publications, USnitiz@gd1994.

Yes, directors

Yes, director Yes, director

Table 2  Business and technological overview of participating organisations.
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