CHAPTER 2

LITERATURE REVIEW

2.1  Introduction
The Electronic Commerce (E®@gs benrwidely growing since early 1990s as

people experienced ease and comfortness doing the transaction through the internet
(Atchariyachanvanicket al, 2007. The Web servicethen becme very popudr, where
people dobusiness and communication such dsng shopping making contract
preparationdoing negotiations, etc. The High Dinamic System (HDS) then formed as
the results of online technologies which is more complex systgmamic and data
intensive system. The stakeholders and participantstiagih own busineswhich very
often have conflicting requirement doing intensive contact at the same or different time
(SubiranaandBain, 2006).

An aged group survey done B\chariyachanvanichet al (2007), Nto 1,215
respondents consists of 51.3% male and 47.7% female, 7.4% agd @f 19.5% of 20
29, 22.1% of 3689, 18.4% of 4819, 18.8% of 5669 and 13.8% more than 60 years old,
showed that they reasoned that the interrletval them to get their needs easily. They
can navigate almost without limit and choose whatever they want in line with their
keen. The purchasing process such as selecting goods, negotiation, transactions and
finally payment process entirely were done w@li The question then raised from the
web developer to get as many as customer. The web design and architecture, its
effective communication and ease or friendly use of the web system are very important
factors to invite the customers. Further, the coreaheasurés also very important, as

trustit is one of the mst factor in customers mattgchmidt, 2006).
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2.2  Cottage Industry in Malaysia
Determination oflevels of SMEscan beknown based orthe activity, sizeand
income The number ofull-time employeesnd annualsalesrevenueare themeasure

of whetherthe companyelonged t&SMEs asshownin theTable 2.1.

Table 2.1 Definition of SMEs in Malaysia(Source: Sin, 2010)

Category Micro Small Medium
Enterprise Enterprise Enterprise

Manufacturing, Sales turnover of  Sales turnover Sales tirnover

manufacturing- less than between between RM RM1(
related service RM250,000 or RM2500,000 and million and RM25
sl clejeserisi=e o fewer than five (5)  RM10 million or  million or between
industries fulltime employees between five (5) fifty one (51) and
and fifty (50) one hundred fifty
fulltime employees (150) fulltime
employees
STy ElyA Sales turnover of  Sales turnover Sales turnover
agriculture and less than between between RM RM1

information and RM200,000 or RM200,000 and  million and RM5
communication fewer tharfive (5) RM1 million or million or between
(lealalelele)A([eap i fulltime employees between five (5) twenty (20) and
and nineteen (19) fifty (50) fulltime
fulltime employees employees

Basedon the Table 2.,1cottage industrincludes asa Small Medium Enterprise
(SMES9 industry,plays an important role in stimulating sustainable economic growth in
many countries According to Tan and Lim (2009the Company Commission of
Malaysia, has registed about 45,000 manufacturing firms, with more than 22,000 are
active companiesManufacturing in the resourdesed sectors ev 40% of all SMEs in
Malaysia, followed by 13.5% in the sectors of wood and wood products industry
accounts, approximately 1086 food beverages and tobacco, 10% for paper and paper
products, and approximately eight for rubber and plasticsThe other remaining

sectorsaremachinery and equipment (10%), and textiles, garmentseatitbr(9%).
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Smaltscale food processing indugtis part of Malaysian SMEs dynamic and
fast growing suksector in the Malaysian economigespectively, in 1995, thgross
production and valuadded suisector reached a value RM10.5 billion and RM4.2
billion. It also served about 33 percent of the workfie in norfarm
sector. Approximately 480 percent of demand comes from processed foodecior.
Based on th&hird National Agricultural Policy (NAP3), increasethe added valués
also done by emphasizingthe development ofigrobased industriesn terms of
handling processingndstorage ofgricultural commoditiegHicks, 2001)

The location ofcottage industry in Malaysia is spreadalmost in all over
Malaysia As registeredat the Ministryof Entrepreneuand Co-operativeDevelopment
(2009, the loation ofthis cottageindustrylocated inPerlis Negeri SembilanMelaka
Johor TerengganuPahangSabah Sarawak Kedah Perak PulauPinang Kelantanand
Selangor The productproducedby cottageindustriesin each statare generally same
but with different processing systenmamelyagrobase,handicrafts herbs beverages
foods/snackandtextiles Most cottage industry food entreprenew with
agriculturatbased materiadrelocated inSelangor, as in Sepang, Bangi, Sabak Bernam,
Banting and SungaiBesar In general,the cottage industragriculturatbasedfood
entrepreneurs have their ovaneato obtain raw materials as production materfais

their business, such as coconut, cassava, bananas, beans and corn.

2.3  Cottage Industry Overseas

Agro-processing industries generatevalue by processingagricultural raw
materials into marketableproducts useful for food, adding nutritional value and
increagng revenue and profit for the businessmanin the regional countries the
processingndustriesare essentiallyagro-basedenterpriseswhereeverycountryhasits

own traditionalandethnicfoods In generalthe traditionafood thathasevolvedhasits
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own agriculturalraw materials such asmaizeor corn paddy fruits, vegetablesroot
crops sugacane coconut palm oil spices beveragegtea,coffeg cocog andapiculture
(Hicks, 2001)

In developing countriesabout70 percent ofcottageindustriesin rural areass
usuallyowned bythe family. The cottage industriassuallyemploylessthan50 people
and caterto domestic consumer3.he industry ischaracterizedby manualand batch
type processeslabor intensive with minimal sophistication The equipmentusedis
locally made The productresultsproducedare rather low and efficient and low in
quality control Their products aresought after bylocals but they only offer little
competitionto the modernmultinational ®mpany Increasedndustryoffers a window

of opportunityfor the local markewhere theeconomygrows(Sin, 2010)

2.3.1 Cottage Industry in Bangladesh

Bangladeshs anagricultural countrythat hasproblemswith food deficit until
1997.Since thenBangladestproducesfood in sufficient quantity in excessof needs
Countriesproduce24.9 million tonsof food in the period 1999200Q while thefoods
demandbf only about21.4million tons This has includedhe production ofood grains
such agice, wheatandbarley In addition tograins Bangladestalso producesvarious
kinds ofvegetablesandfruits like mangq guava jackfruit, pineapple bananapapaya
coconut tomatoes beansand potatoesin a very large numbefThe prospect ofood
processingndustryin Bangladeslis verylargeandpromising butthelack offinancing

investmentandlow technology thegrowth offood processingndustryis hampered
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2.3.2 Cottage Industry in Indonesia

In recent decades, the developmenagriculturebasedfood cottage industryn
Indonesiais grown rapidy. During the development of thathe absorption of the
product by the traditisal market and the availability of raw materiadse very
significant. In generalthe agriculturebasedfood cottage industriesre processeth
rural areas anthey still usethe traditional system in food processing. The process of
making foodand toolsused are very simpl&lot usingpreservatives and packagiage
very simple spit does not have traction. Marketing these products is usually done in
traditional markets, though some are marketed for export.

Agriculture-basedfood cottage industry spreadthroughout the countryThe
main concentrations in Java(72.3 percen}, followed by Sumatra(13.9 percen} and
other areag13.8 percen}. In contrast the large and medium agriculturebasedfood
cottage industry of are usually distributedn areaswhere adequatefacilities and
infrastructureavailable

The main problenfacedin the development ofigriculturebasedfood cottage
industryarethe location ofthe cottagendustriesscattered acrogbie country besides
the lack of availability of raw materls with good quality lack of investment lack of
infrastructureandfacilities, lack ofavailablequalified laborto produceproductshat are
less quality, inefficiency of productionand a bad marketing product In order to
empower the small and mediuragriculturebased food cottage industry the
government of Indonesia has taken some measures along with formulation of policies to

enhance the developmentagfriculturebasedood cottageindustry

2.3.3 Cottage Industry in Sri Lanka
Over the last two dmdes, Sri Lanka seeks to enhance industrial development

basedon the developmerdgriculturebasedfood cottageindustry It is a key element
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for rural development. In addition, Sri Lanka is an agricultural country with a
domination of the economy.

Mostly agriculturebased food cottage industry is depending on traditional
technologes, except a few producssich aglehydrated fruits andegetables. Sri Lanka
shows moderate economic growth and is currently promoting small and cottage
industries through vasus programs. There are number of tariff and-tawiff barriers
to protect the locadgriculture sector.

The main problemn building aagriculturebasedfood cottageindustryis the
lack of accessto technology availability, the absence o& nationalauonomous
organizationfor promotionagriculturebasedfood cottageindustry unfavorabletrade
policies lack ofaccuratemarket informationlack ofcredit accesanda lot ofincentive
schemeslack of quality processed foogroducts- the controlling factor for small
producersto enter export markets support servicegxpensiveto develop industrial
hygiene andlessattractiveand effective packaging In addition thelack of knowledge
andskills workforce arethe problemsin the development othe agriculture basedfood

cottageindustry

24  Problems in Cottage Industry

According to Junejeet al (2007), there are some internal plems found in a
small industry. Theyare financial problem, poor marketing strategpgor educational
background of lack foeducation, lak of managerial knowledge, aa#tedtechnology,
lack of motivdional factor and traditional andgid attitude. Among all the exishg
problems, which becomes the main proldeénmrunning a small compargre:
1 Financial

Financial is a main gt of a company. Every company always involves the

movement of turnover financial. For some entrepres)durancial is a basic problem

15



that often occurs in the management of the company. Most can be caused by operational
problems. In addition, lack of wking capital, high interest payments, lack of financial
control, and delay in disbursementfahds by a bank or financier are alsauss of

financial problems at the company (Junejal., 2007; Kar, 2002; Tan and Lim, 2009).

1 Marketing Strategy

Formuhktion in marketing strategies for each segment is very important to
choose a targeh marketing.Selection criteria will result in the ability to precisely
provide the best value on the market segmBecause the marketing strategy can
determine the vaki of market share, then the evaluation of target markets must be
developed in such a way as to obtain a potential market. Furthermore, small
entrepreneugenerally do not understand the market stratdbmican be developed to
increase its business, suab geographic and psychographic information. Thus, from
year to yearthe marketing &rategy will remain the samemarketing namely the
conventional metho(Hawkinset al., 2004; Junejet al, 2007).Moreover, according to
Planning Commission Governmeritindia (1981), marketing problem can occur due to
exploitation by intermediariesin the traditional marketsand a lack of marketing
organizationsthat would enablethem to penetratenew markets In the other hand,
issuesmust beaddressedf the agricultue-based food entrepreneaunave raisedthe

incomelevel andif the volumeof productionin this sectorincreased.

25 E-Commerce
The definition of ec 0 mme r cthe procsss of Buying, selling, or exchanging
products, services, and information via gpmnt er net wor ks, (Socl udi

and Adams2005) The global interaction recently drives the@mmerce are done not
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only in the same cultural environment, but also it grows widely between nationals in the
universe, borderless and no distanaadicaps.

E-commerce is a means for transactions between producers and consumers
which its most common forgare buying and selling through the intern@haffey,
2004. The electronic market, one of thecemmerce activities is continuing to
develope itsmodels, more innovative diversified. The efficiency also improving and
more adaptive to local environmeni @nd Diao, 200%h

Lanford and Hibschg2004), arguedthat the ecommerce must be usable and
user friendly, the consumers will only continue toreis® ecommerce if they trust to
an online store. They only eager to use the tustworthy online store which they found
very pleasant and trusted.

The trustwothyness is once again stated.iopsden and MacKaf 2006),as a
significant factor. The online tnsaction of any business needs an information of
personal and financial that can be trusted, as int@m@merce this matter can not be
measured by means of such as body language and other conventional cues.

The other things that concern to trustworthéeés asserted byanford and
Hubscher(2004), sad that the trust is not only worked out for one shop caused by
consumer 6s unpleasant to the service.
associate shops who are selling similar goods to the fodmpr s

According to Lanford and Hibscher(2004), there are four steps during
purchasig in a shopping online, which aome step before the visit, two steps during
thevisit and one step after the vidit.is assumed that buyer has a "trogidel of each
online hopping, without going any detaifhe four steps as below:

1. The set of items As chosen by the customer.
2. The customers go to the shopping onlinerestand choose a set of an iteBach

online stores has many different variations for its produt. first, the possibility of
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customerhave decided to purchase @t ofitem A, but in the process of choosjng
acustomer selects a set tdm B which may or may not relate to item A.

3. At the checkout step, the customer chooses and decides to purchtsa Be

4. The final step, the customer will be asked to fill up a feedback to evaluate the
shoppng experience and updating the customer trust model.

5. The customer evaluates the shopping experience and updates her trust model.

26  Web Transaction
The Onlne transactionsuch as buyinglothesfrom the online storepeeds
several stepto perform, sometime needs to select from several reference pages. This is
an energy consuming and tiring activities, in spite of the media used for communication.
The web tansaction asSunet al. (2007),wrote, in the other side is very simple, it just
needs to browse in a web page, selects item from a list filling a form.
Based on the researthat has been completed by the researcher before, there
are two types in purclsang products from the online stotkey are
1 Sunet al. (2007), A web transaction needsveral step t@omplete purchasing a
transaction. For example, the steps in purchasing a CD player from Best Buy
(http://Iwww.bstbuy.com In the first step, users will fill out the search form with the
keyword "electronics" in the category form and the "CD Player" on the item form, as
shown in Figure 2.1 (apfter the search engines work, search results will show as in
Figure 21 (b).Moreover, users choose the first item that appears on the results page,
and the result is a |ist of the CD6s, a
purchase, the users will add the items that have been selected to the shoppisg cart
shown in Figure 2.1 (d) which then users will choose to checkout to complete

payment.
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1 Highly dynamic system (HDS) has a methodoldgycarry out a businegzocess
analysis of transactiong his analysis involves clarifyingei t hi n t he f
Ay s t efdbdferent agents that arevolved in these processes, establisHimgir
roles and relationshipsproviding a systematic andomprehensive description of
the agents/roles, objects, and relationshgsthe processes in the system.the
processmodel, activitiesare linked together with indicatiorsf the flow from one
activity to the next. These indicatiorspecify the conditions and constraints on
carrying outthe process and executing the ng&dabiranaand Bain 2006) Table2.2

briefly illustrates thisdescription for a set of processeshe scenario described here.

Search

ftem  Search Results

Taxolnorny There ware 281 matches for od player in Electrosics.
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Figure 2.1 A Web Transaction Example(Sun et al., 2007)
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Table 2.2 1dentificati on of Privacy Risks per Process (Subirana and Bain, 2006)

HDS Process

Privacy Issue Under Euopean Legal Regime

while
or

Customer
approaching
CCTV based)

recognized
store (RFID

Automatic data collection from monitorin
systems (RFID, cameras, WiFi location, GF
including location data: requires notification a
consent.

Consumer registration for in-store
HDS services

Collection and processing of personal d
(identification, ID number, address, paym¢
details): requires notification and conse
processes, including indication of purposes,
opportunities for objection and exercise
rightsof access.

Consumer logs on to HDS

shopping assistant services

Identification/Confirmation of consumer: ne
for further notification and consent for de
collection and processing.

Location or behavior monitoring:

HDS becomes aware of custome
within target area or with certain
trolley content

Processing of consumer location or shopg
trolley content data linked with consum
identification (verify notification and consent).

HDS sends an advertisement t¢
the customer device (without
human review)

Auto mat ed Aunsol i ci
c o mmu ni 6 aubjecotostriogent rules.

Sale recorded and processed

Collection of transaction data for perso
profile (verify if consent obtained). Control ¢
third-party communications (marketin
databases).

A payment module initiates
electronic payment process anc
communicates with a service
provider (PSP)

Identification of parties to PSP + Processing
consumer financial data + Exchange of d
with third parties (verify notification an
consent)

Open network commications (security risk fo
financial data)

HDS updates customer reaction to

Data retention: storing consumer behavior ¢

message, stored for future (time spent in front of articles, trolley conter

processing and so forth) for creating individual ér b a t
profiles (automatic process). May cau
consumer to be subject to automated decis
in future, based on consumer profiling.

2.7  Directory System Website

Directory is a file or folderthat contais bookkeeping information unit that

structuredm hierarchical organizatio®ometimes, it is assumed to have a filing cabinet

filled with folders and having thiles inside the folde(http:/Mww.webopedia.comin
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the otherhand, on the \Wrld Wide Webdirectory is a guide on the subjebat hasare
generally the main topics and subtoicp://Mwww.searchwinit.techtarget.com

Figure 2.2 is an example of commonpsdor directory sstem which wasaken
from Clothing & Clothes Directoryhttp://www.clothesdir.com If the researcher draws

it into hierarchy structure, it wikhow as below.

Casual Clothing

-~<o

Dire

(a) ClothingDirectory (b) Casial Cloting Directory
l Casual T Shirts
|f1 | e & Cloiess tvociory 1 _| q_ g = Nire

Ethnic and Regional _

S -ea

Clothina

(d) Ethnical and Regional Clothing (c) Casual FShirt Directory
Directory

Figure 2.2 A Directory SystemExample (http://www.clothesdir.com)

28  Company Product Website

A largenumber of categories product provide a variety of products inriliee
stores that can behosenby thecustomersVariety of categories product is provided
improwve the quality of service t@ustomers Along with many productgrovided not

lesscustomersusually end up purchasingroduct far fromwhat theypreferred,with
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reason it is very difficult to get aproduct detail descriptiosimilar to the existing

productgKagieet al, 2007).

Clothing Shopping
Directory

Casual Clothing
Directory

Casual TShirt
Directory

Ethnic and Regional
ClothingDirectory
American T Shirt

Figure 2.3 Hierarchy Structure A Directory System Example

A complete information, such as product and company information, location of
the company, pricing, online transaction, etc, in the website also give an influence for
the online shopping. It will give an individual allure to the buyer, leesitt, with a

onestop system it also will be a good facilitator for the buyer.

(a) Home (b) Product Brands
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(i) Employment Opportunities

Figure 2.4 Product and Company Information Example

(http://lwww.barrelofunsnacks.coin
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29  Analysis of Existing Online Shopping System
This subsection discusses about theows online shopping system. This section

illustrated by various website features and follow up with an analysis of these websites.

2.9.1.1eBay Inc.
e’

With more than 88 million active users globally, eBay is the world's largest
online marketplace, wherpractically anyone can buy and sell practically anything.
Founded in 1995, eBay connects a diverse and passionate community of individual
buyers and sellers, as well as small businesses. Their collective impacoomerce
is staggering: In 2008, thettd worth of goods sold on eBay was $60 billier$2,000
every secondghttp://www.ebayinc.com/who

Ebay.com is a very informative website. In addititor purchasing an item, this
website also includes additiahinformation such as reviews on item details. Therefore,
before user can sell or buy an item, user must first register as a member by filling up a
form as in Figure 2.5. Once registered, user will have a user ID and a password to
continue selling or buyigy items.

The users then selesthat item they are looking for by clicking from one of the
categories in the home page as shown in Figure 2.6, and then click the item to see the

details, which Figure in 2.7 and Figure 2.8.
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ehY

Hil Ready to register with eBay?

It's your typical registration - it's free and fairly simple to complete.

Already registerad or want 1o make changes to your account? Sign in
Want 1o open an accourt for your company?

Tell us about yourself - Al fislds are required

First narme Last name

Street address

City

State f Province
-Select -

IIP / Postal code Country or region
United States -
Primary telephone nurmber

ext
Example: 123-456-7890
Telephone is required in case there are questions about your account,

Email address

Help @

Your privacy is important to us

eBay does nat rent or sell your personal
information to third parties without your
consent. To l=amm meore, raad our privacy
policy.

Your address will be used for shipping your

purchase or receiving paymant from
buyers

TRUSTe

&)

TO VERIFY

Figure 2.5 eBayNew Member Ragistration

eBay Stores

Find a Store | want to by All Stores Categories

Browse by Category »

- Refie searh

(SHOP EBAY STORES.

Search for a Store

. Sony
9 By item o Playstation3
) By Store narme

Garmin GPS
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AR e
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FIND MORE OF WHAT YOU LOVE.
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Qpen a Store
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Why
| eBa

Shop
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stores [g!

ﬁ?‘ques Find out what's inside these eBay Stores
Baby
Books ——

- _E=oAsS
Business & Industrial -

Cameras & Photo

Cell Fhones & PDAs

Clothing, Shoes & Accessories
Coins & Paper Money
Collectibles

Figure 2.6 eBay Homepge
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buyers

Manage Wy Store
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Décor with

Selection,
Discovery,
And more...
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Figure 2.7 eBaySelected ltem

Figure 2.8 eBayltem Detail

Buyer will need to click ont@uy It Nowbutton to continue purchasing the item.
Furthermore, buyer will send to thReview Your Purchasgage. In thé page, it will
show the shipping address, order details and the total amount that buyer must pay, as

shown in Figure 2.9.
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