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ABSTRACT

This research examines the adoption of e-commerce technology (namely,
order-execution online trading technology) by six small brokerage firms at
various stages in the evaluation and adoption processes. The study is informed
by innovation theory and prior research, and seeks to identify the key factors
influencing the adoption process. Consistent with innovation theory, the case
findings suggest that three classes of factors influence adoption: innovation
factors, factors, organizational factors and environmental factors. The key
factors within each of these classes were identified as compatibility and
perceived benefits (innovation factors); IT sophistication, internal and external
IT support and management support (organizational factors); and pressure
from e-commerce-able competitors and clients (environmental factors). Of
these variables, compatibility and perceived benefits were found to be the most
significant in impacting e-commerce adoption.
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INTRODUCTION

Electronic commerce (e-commerce) issignificantly changing the dynamics of
thebusi nessenvironment and theway inwhich peopleand organi zationsdo business
with one another. E-commerce addresses many of the needs within organizations.
For example, e-commerceenabl esand facilitates el ectronic markets: it allowsfirms
tocut servicecostswhileimproving speed of delivery andto simplify and streamline
business processes; it supports the delivery of information products, services and
payments; and it improvesinformation exchangewith customers. E-commerceal so
can enhance company image, enable access to hew customers, and generate new
businessopportunities(Applegateet a., 1996; Nathetal ., 1998; Turbanet al., 2000).
For these and many other reasons, firms are adopting e-commerce technology.

E-commerce adoption is particularly relevant in the financial services sector.
Rapid advancesininformationand communi cationtechnol ogy andincreased public
awarenesshaveallowed e-commerceto evolveinto amajor distribution and service
channel for financial services (e.g., online banking and online share trading),
changing business processes as well as the dynamics of the financial market (e.g.,
Allgood, 2001). Althoughthefinancial servicessector traditionally haslead theway
ininformation technology (IT) adoption, therearefew studiesin theliterature on e-
commerceadoptioninthissector (Ngai & Wat, 2002). Furthermore, because small
firms often possess characteristics that are atypical of large firms (Fink, 1998), the
relevance of existing research to small firmsisnot always apparent. Itistherefore
expected that this study will extend current understanding of e-commerce adoption
inthefinancial servicessector, and of small firmadoption. Understandingthefactors
that influenceadoptioniskey tothesuccessof e-commerceinitiativesinany industry.
For example, diffusion theory suggests that a technology would have little utility
unless acritical mass of adoption isachieved (Rogers, 1989).

Drawing on existing research and innovation literature, this chapter seeks to
identify key factorsthat motivateor inhibit e-commerce adoption among small firms.
Thecontentsare organized asfollows. Thefollowing section introducesinnovation
theoriesthat havebeen successfully usedto explaininnovationadoptionand reviews
previousfindings. Innovationtheory isthen usedtoinformaninvestigativestudy of
e-commerce adoption in small firms; more specificaly, the adoption of order-
execution online share trading technology by small brokerage firms. Theresearch
methodol ogy isdiscussed and the research model assessed using casefindings. The
chapter concludes with a discussion of the findings, limitations, and directions for
future research.

BACKGROUND

Innovation theory suggests that adoption of an innovation may be viewed in
terms of stages of adoption (e.g. Rogers, 1983; Zaltman et al ., 1973). Zatmanet al.
(1973) proposes two stages of innovation adoption: the initiation stage involving
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