T\ IRM PRESS

P#E55 4 701 E. Chocolate Avenue, Hershey PA 17033-1117, USA ITB9332
Tel: 717/533-8845; Fax 717/533-8661; URL-http://www.irm-press.com

Chapter |

| ntroduction

Inthischapter weintroducethemotivationfor thestudy and discussthe
backgroundof inter-organizational trust, followed by significant prior research
leadingto arationaleof thisstudy. Thenwediscusspreviousresearchine-
commerceadoption, itshistory, growth, andananalysisof thefactorsthat drive
and inhibit e-commerce adoption. E-commerceisthe sharing of business
information, maintai ning busi nessrel ationshi ps, and conducting businesstrans-
actions by means of telecommunications networks (Zwass, 1996:3). E-
commerceapplicationsfacilitate communication andinformation exchanges
between organi zati ons, thereby enabling massmanuf acturing, production, and
customizationto occur (Giagliset al., 1998). E-commerceischanging the
shapeof competition, thedynamicsof trading partner rel ationships, and the
speed of fulfillment (K al akotaand Robinson, 2001).

Inthisstudy, atrading partner isconsidered to bean organizationwhich
engages in business-to-business e-commerce. Trading partners can play
variousrolesof suppliers, merchants, brokers, or customers. They interactwith
oneanother toformInter-organizational relationships(IOR’s). Toavoidthe
possi bility of anthropomorphi zingtheorgani zation, andinferring that thetrustor
isanorganization, inter-firmtrust isviewed asthecollectively held cognitive
belief of agroup of well-informedindividual swithinafirm (Zaheer, McEvily,
and Perrone, 1998). Thus, inthisstudy thetermstrading partner trust and
inter-organizational trust areused interchangeably.
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I nternet usefor busi ness-to-businesse-commerceisexpectedtogrow at
aspectacular rate. Accordingto Forrester research (2001), theprojectionsfor
busi ness-to-business e-commerce predict that sales over the Internet will
skyrocketto $2.7trillion by theyear 2004. Network communi cationsover the
I nternet have offered tremendous market potential for today’ se-commerce
businesses(Applegateet al., 1996; Bakos, 1998; Nathet al., 1998; Kalakota
and Robinson, 2001). The benefits of business-to-business e-commerce
includeglobal connectivity, highaccessibility, scalability, interoperability, and
interactivity (Keen, 1999; Nathetal., 1998; Raman, 1996; Turbanetal., 2000;
Rayport and Jaworski, 2001). Theimportanceof trust in e-businesshasbeen
widely touted by practitioners and academicians alike (Heil, Bennis, and
Stephens, 2000). Evenif trust hasbeentraditionally associated with successful
buyer-sdller relationships(Barney and Hansen, 1994; Bromiley and Cummings,
1995; Doney and Cannon, 1997; Geyskens, Steenkamp, and Kumar, 1998),
trust has recently been regarded as the foundation of the digital economy
(Keen, 2000).

BACKGROUND OF
INTER-ORGANIZATIONAL TRUST IN
E-COMMERCE

E-commerceinvolvestheuse of computersand telecommunicationsin
routinebusinessrel ationships. It mostly affectstheorganizations' operations
anddaily relationshipswiththeir suppliers, customers, banks, insurers, dis-
tributors, and other trading partners. The close coupling between buyersand
suppliers(sellers) formsinter-organizational rel ationships. Although most
popular accounts of e-commerce focus on business-to-consumer e-com-
merce, business-to-businesse-commerceisbecoming key ininter-organiza-
tional relationships(Clarke, 1997; Hart and Saunders, 1998; Keen, 2000).
Kalakotaand Robinson (2001) suggest that virtually every businesstoday is
stretchedtothelimit, whileattemptingto maintainviability and profitability in
thefaceof unparalleled uncertai nty and change. E-commerceintroducesan
element of additional compl exity intointer-organizational rel ationships(lOR)
(Hoffmanetal., 1999).

Today’ snetworked economy isnotably characterized by theimpersonal
natureof theonlineenvironment and theextensiveuseof | T, asopposed to
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