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Abstract

Small-business adoption of electronic business has been analyzed largely in
conventional business terms such as benefits and costs, returns on investment, and
competitive advantage. While these factors are important, small businesses are also
embedded in social contexts which shape the rationalities with which they approach
e-business. These rationalities are different from those that characterize larger
businesses. They involve personal relationships, social esteem, lifestyle issues, and
family considerations. Drawing on thetheoretical work of Granovetter and Weber, this
chapter examinesinterview data froma number of Australian studies of e-commer ce by
small businesses. These interviews illustrate the influence of the social context on the
adoption (or deferral) of e-commerce. By recognizing that small businesses are social
as well as economic formations, governments can tailor their programs to assist this
important group of businesses in their approach to e-business.

This chapter appears in the book, Electronic Commerce in Small to Medium-Sized Enterprises: Frameworks,

Issues and Implications, edited by Nabeel A.Y. Al-Qirim. Copyright © 2004, Idea Group Inc. Copying or
distributing in print or electronic forms without written permission of Idea Group Inc. is prohibited.



32 Castleman

I ntroduction

L arge organi zations have been activeinimplementing e-commercetechniquesand have
pioneered both the adoption of such techniques(e.g., EDI) and thetransformation of the
organization around them (e.g., BPR). The e-business issues that these organizations
facecan be understood in conventional businessand organizational termssuch asreturn
on investment, implementation procedures, and change management challenges. In
contrast, SMEshavebeen generally lessactivein e-businessadoption and are often said
tolagbehindlarger organizations. Thesmallest businessesare particularly lateadopters.
The problem of slow adoption by small to medium-sized enterprisesisarecurring theme
in the literature on e-business. This issue has been discussed in many countries and
trading contexts. Whilemuch of thisphenomenon can be explained asarational response
tobusiness, therealities SM Esface (Iack of resources, lack of skills, lack of trading power)
do not fully explain what sometimes appears as irrationality in small businesses’
reluctance to gain competitive advantage from e-business.

Thischapter addressestheissue by considering the diverse rationalities on which many
small businesses are based. It argues that these rationalities are often significantly
different fromtheinstrumental businessrationality which motivatesdecision-makingin
large businesses. The argument is not that small-business people areirrational, but that
their businessrationalitiesaremore complex and are often closely intertwined with non-
economic rationalitiesof social, community, and family life, and this has consequences
for the way they approach e-business.

The Sluggish E-Commer ce Perfor mance
of Small Business

While we lack precise and widely agreed definitions of ‘e-business' or ‘e-commerce’
(Wilkins, Swatman, & Castleman, 1999), therange of practicesiseasy enoughtoidentify.!
Shifting businessactivitiesfrom paper-based, local, face-to-face, and manual processes
toelectronic, dispersed, mediated, and automati c processesisthe essence of e-business,
whether in dealing with customersor suppliers. Weareinterested in the adoption of I T-
enabled changesin business practice, especially related to the Internet, either in B2B or
B2C applications. In this chapter, the terms ‘e-commerce’, ‘e-business’, or ‘doing
business online’ are used interchangeably because they are all conceptualizations that
relate to changes in business practices.

Although theindicatorsof growth show continued increasesin business|T and I nternet
use (e.g., Telstra, 2002), the adoption trendlines have been disappointingly less steep
than governments have hoped or practitioners have advocated. This has led many to
wonder why small businesses are very often reluctant to recognize that e-business is
advantageous and to embrace this change. The rationality of technological expansion
is self-evident to many commentators and SME slowness is seen as a failing to be
overcome through ‘awareness raising’ and support programs.
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