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Abstract

The widespread in the use of the Internet as a commercial tool has led firms to seek in conducting business
marketing innovatively via computer-mediated environment. The more businesses carried out online,
customers will have a wider choice in the search for goods and services through online search. The E -
commerce is currently growing rapidly around the world. This development has boosted the economy
towards a more positive note and capable of generating a more favorable income. In Malaysia, the
development of Information and Communication Technology (ICT), especially the Internet has enabled
people in Malaysia to use the e- commerce in business and daily activities. The E-commerce applications
cover a broad field and not limited to business alone. In fact, it also can provide many advantages to the e-
commerce consumers in dealing with daily work that requires financial transactions. This article discusses
the use of e- commerce application that is seen from the aspect of developments that take place, especially
in Malaysia. In addition, it also discusses the implementation and the challenges that have to be undergone
in order to ensure that the e- commerce can be used optimally in the course of daily work.
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Introduction

The ICT technology has now substantially influenced the daily life activities. We often deal with the use of
ICT such as the computers, Internet , telephones, and the like at work or at home. An individual always
uses a computer and the Internet to obtain information, complete assignments, buy products and services,
and to communicate with others (Morley and Parker, 2009).

The current ICT developments have made Malaysians more knowledgeable and informed. Source of
information is now more readily available and disseminated. It is also able to generate thinking and
brainstorming ideas to promote one beings and increase the source of income. Moreover, ICT is also a
gateway for unlimited knowledge. ICT facilities and skills will be able to allow each individual to continue
to gain knowledge in various fields for social use, employment, economy, education, politics and others
(Musa, 2008)

The existence of ICT, particularly in the field of trade is growing rapidly around the world. ICT plays an
important role in developing a country through sustainable economic growth and competitiveness. The ICT
development in the trade area has been the focus of the leaders, industrialists, entrepreneurs, traders, etc.
(Musa, 2008).
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In Malaysia, the e-commerce is still considered as a new medium. The community still prefer to conduct
transactions directly and transact face to face without the use of ICT technologies such as the Internet. Only
a handful of residents who adopt e-commerce system especially for business activities that involve
financial transactions such as paying bills, book a plane ticket, and purchase goods and services through
on-line [Malaysian Communications and Multimedia Commission (MCMC), 2008]. The government is
now working very hard to ensure the development and investment on ICT is used whenever possible by all
levels of the community.

Malaysia has changed its economics policy from agricultural based to industrial based to boost the
economic growth to a more competitive and optimal, at par with other developed countries (Syed, Ali,
Mohd Ismail, Hishamuddin, 2007) . As a result of these initiatives, Malaysia extends its focus on a more
global economy by introducing the k-economy (knowledge economy). The impact of rapid technological
development throughout the world, it is seen that the development of developing countries in the region,
especially to adopt the new technology such as the e — commerce to be relatively slow , including Malaysia
( Syed et al ., 2007; Santos and Peffers, 1998 ) . In this regard, the Malaysian government is determined to
implement the system and widespread its use through the introduction and use of e - commerce technology
in the industrial and commercial sectors. In the 10th Plan period, the Government will continue to improve
the delivery and efficiency of services to businesses by leveraging the use of ICT (Economic Planning Unit,
2011).

Accordingly, this article will discuss the development of the Internet business or e-commerce, especially in
the context of Malaysia. In addition, other topics will also be discussed. Among these are the means of
implementation in Malaysia as well as the challenges faced in particular to ensure the system is used and
accepted by the people and thus be able to expand its use to the optimum level.

Definition and Concept of E-Commerce

The term of e-business was initially called or termed by a company of the International Business Machines
(IBM), which became a precursor to the use of e-business in 1997 (Chaffey, 2007; Schneider, 2009). They
said that the company has to define e-business as a business process transformation through the use of
Internet technology.

Moreover, e-business is also defined as a specific type of business activity that is formed by one or more
organizations through the use of Information Technology (IT) (Grefen, 2010). Grefen (2010) also stated
that through the use of IT, it becomes a factor which can be distinguished between eBusiness with the
traditional business. E-business is also defined as the e-commerce that has a very wide business scope and
it is known as the e-business (Neto et al. Al., 2010).

E -commerce is a business space on the Internet . E -commerce is the process of distribution, buying,
selling, marketing and servicing of a product or service using the Internet. Just by clicking the mouse, a
transaction can be conducted anywhere and at anytime (Vince Brown 2006).

Besides that, Irfan Khairi defines Internet Business as “the use of the Internet as a tool to promote their
products and services and take advantage of the interactive Internet to do the selling process. The Internet
allows direct communication between the dealer and the buyer without meeting to face to face "( Irfan
Khairi , 2005).

Electronic commerce or e - commerce ( E -Commerce ) is the term used to describe a possible transaction
between a business organization with external parties such as customers, suppliers and distributors. E -
commerce translates all business activities that were previously done manually to electronic business
activities involving the use of the Internet, computer and information technology and communications as
appropriate.
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The concept of e-commerce includes business aspects of trade and financial activities not only for the
transaction alone. It is also a role in expanding trade relations around the world through communication
technology. The scope of e-commerce is comprised of various stakeholders such as traders, vendors,
buyers, customers, governments, distributors, and so on. Internet is the fundamental factor for e-commerce
system. The Internet has revolutionized the trading activities to be among the most important and major
activities specifically for rapid economic development. The existence of e-commerce is certainly boost
business activities and financial transactions without time limits and boundaries. All communication and
dissemination of trade information become an important point in the effort to develop and expand the use
of e-commerce worldwide.

Development of Internet usage.

As a result of the rapid development of planned and structured infrastructure, especially in the field of ICT
has enabled Malaysia to develop on par with the other cluster countries. Malaysia has given a serious
emphasis on the ICT development by introducing the Mutimedia Super Corridor (MSC) in 1996 (Junaidah,
2008).

Malaysia also wants to be the driving force in the development of ICT and it occurred to the leaders that
ICT plays a significant role in the development of the country particularly to enhance the efficiency,
productivity, and competitiveness (Mohd Yusof, Fuziah, Mohd Safar, and Mat Pauzi, 2009). To enhance
the objectives of Vision 2020, a concerted effort has been undertaken through the seven innovative flagship
applications. This application has been developed to boost the Malaysia MSC initiative and create
multimedia utopia for innovative operators and consumers in various fields of multimedia technology.
Multimedia Super Corridor (MSC) offers interesting initiative for Malaysians in this information era. The
Seven MSC flagship applications is the Electronic Government Multipurpose Card, Smart School,
Telehealth, Group R & D, e - Business and Technology Entrepreneur Development. One of these
applications is the e - business or even better known as the internet business. Therefore, among the
objectives of the existence of the flagship applications are aimed at boosting the economy, business
opportunities , and foster the development of Small and Medium Enterprises (SME ) in the field of IT and
Multimedia (Economic Planning Unit , 2006) .

All the planning and development outlined in the Malaysian Plan previously had caused the rapidly
growing field of ICT parallel with other developing countries. In reation to that, a larger allocation is
expected to be given by the government to boost the growth of ICT in the country particularly. This is in
line with the government's aspiration in leading towards a high -income and developed country by 2020 in
the future. To enhance the economy in higher value chain, several initiatives have been undertaken to
develop human capital , improving ICT infrastructure and developing the infrastructure network (Economic
Planning Unit, 2011 ) .

The year 1995 is considered as the starting era of the Internet in Malaysia. The growth of total Internet
hosts in Malaysia began around 1996. According to the report of the first Malaysian Internet census
performed from October to November 1995 by MIMOS and Beta Interactive Service, one out of every
thousand Malaysians have the access to the Internet ( 20,000 Internet users out of 20 million inhabitants) (
Beta Interactive Services, 1996 ) . In 1998, this number increased to 2.6 % of the total population. Amount
of computer units sold, which was 467 000 in 1998 and 701 000 in 2000 indicated an increasing growth
(Lee, 2000).

Currently, Malaysia is ranked 19th in the list of top 25 countries with the most number of total Internet
users. However, in terms of penetration rate, Malaysia is not listed within the top 25 countries with the
highest penetration rate of consumption. The penetration rate is only 65.7% for Malaysia. Figure 1 below
shows a graph of the number of Internet users in 10 countries in Asia for the year 2011 and almost 18
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million Internet users in Malaysia. (Internet World Stats, 2011) Figure 2 shows the percentage of Internet
users in the world, particularly in Asia for 2011.

Figure 1 Graph of internet users number for top 10 countries in Asia in 2011
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Figure 2 Percentage of the worlds’ internet users in 2011

Internet Users in the World
Distribution by World Regions - 2011
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Source: Internet World Stats - www.internetworldstats. com/stats.htm
Basis: 2,267,233,742 Internet users on December 31, 2011

The world's population study that stands at 6,930,055,154 shows that 14.62% of the world population uses
the Internet in various aspects. According to the observations from the 2000-2011, the percentage of
Internet users worldwide has increased by 528.1%. If judged from the total, the number of the Internet
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users in the world will increase by 1.5 times in every 5 years. Table 1 shows the number of internet users
for seven regions of the world.

Table 1 Number of internet users from seven regions of the world.

WORLD INTERNET USAGE AND POPULATION STATISTICS
December 31, 2011

IniiEln Internet Penetration
World Redions Population Users Users % Growth | Users %
g (2011 Est) | Dec. 31, 1 2000-2011 | of Table
Latest Data | Population)
2000
Africa 1,037,524,058 | 4,514,400 139,875,242 13.5% 29884% | 6.2%
Asia 3,879,740,877 | 114,304,000 |1,016,799,076 26.2 % 789.6% | 44.8%
Europe 816,426,346 | 105,096,093 | 500,723,686 61.3 % 376.4% | 22.1%
Middle East 216,258,843 3,284,800 77,020,995 35.6 % 22448% | 34%
North America 347,394,870 | 108,096,800 | 273,067,546 78.6 % 1526 % | 12.0%
%‘me”“’ 507,283,165 | 18,068,919 | 235819,740 | 395% |1,205.1% | 10.4%
Oceania / Australia 35,426,995 7,620,480 23,927,457 67.5% 214.0 % 1.1%
WORLD TOTAL 6,930,055,154 | 360,985,492 |2,267,233,742 32.7% 528.1% | 100.0 %

Source: Internet World Stat, 2011

Implementation

In terms of implementation of the e - commerce in Malaysia particularly, it began when the government has
established a number of agencies to provide particular advantages in the use of the Internet. In January
2006, the government required that all public services to allow customers or consumers to pay their bills
through on line ( Country Commerce , 2005) . This approach was made after looking at the growth of the
application through on line that has grown rapidly in several countries and the government has taken this
opportunity as an opportunity which should not to be missed. Results showed that Malaysia was ranked 33
th out of 64 countries involved with the scores obtained was 5.61 out of 10 ( Country Commerce , 2005) .
The study was to measure the compliance as has been recommended by the government in the market with
the opportunity to use Internet -based services . Recommendations that have been announced by the
government is to ensure that services are based on the use of Internet is adopted and subsequently adapted
to the services offered to consumers.

Government's efforts through the idea of the Prime Minister of Malaysia in promoting local industry
participation in e-commerce are surely undisputable. This can be seen from the Master Plan of the National
E-Commerce and the National E-Commerce Framework highlighted during the meeting of the International
Advisory Panel (IAP) of MSC involving Microsoft, Lotus, Apple and others. The framework includes three
guiding principles and four strategic approaches. Its principles cover the cooperation from the government,
business and community, borderless recognition of e-commerce features and the creation of opportunities
for the country to benefit from the initiative. Strategic approach encompasses trust and confidence in e-
commerce, improving the legal framework and regulations, strengthen infrastructure and logistics support
for e-commerce, as well as optimizing the economic and social benefits.

The main plan of e-commerce consists of the programs and special projects covering seven areas to digest
innovation, improve market access, drive creative development, intellectual property protection,
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distribution or portal to strengthen brand identity and service interface. . These are the essence of the
framework and main plan of the e-commerce that is expected to generate towards the development of e-
commerce in Malaysia. This move can not be superficially trivial as economic programs carried out by the
government previously have been proven successful.

In addition, various schemes / grants that have been completed for research and development, entrepreneur
assistance (including training / technology transfer) by the agencies involved directly with the MSC.

The MSC project gives a strong impact in the development of e - commerce. Through one of its main
applications, which is the borderless marketing, it is seen to be relevant to the e — commerce. Opening the
smart city of Cyberjaya also influences the development of e - commerce. Community in the city will fully
utilize the IT world and e - commerce applications as well as other main and fractional details.

Thus, through the development and improvement shown, it becomes the indication that many people have
recognized the benefits of the internet service, especially in matters of trade. According to Leiner et.al.,
(2009 ) , the Internet represents one of the most successful examples of advantages in maintaining the
investment and commitment to research and development in the information infrastructure . In fact, the
Internet nowadays is a manifestation of much growth in terms of development and it is also an enabler of
change and a transformation which is not only on infrastructure , but also to applications, users , services,
and technological innovation ( Kleinrock , 2008) .

Challenges

The implementation of a technology certainly has its challenges and obstacles in achieving success or
otherwise, especially when it involves the process to adopt a technology into the business work and daily
activities of the local community (Siti Zobidah, Musa, Narimah, and Jusang, 2008). A new technology such
as the e-commerce requires a planned and organized development so that it can be adopted by residents as
a part of their daily activities. Implementation of a new technology depends on the responsible parties for
implementing the operation of the technology so that it is beneficial to all parties and ultimately achieves
the level of success of the use of a technology as desired (Siti Zobidah et. Al., 2008).

E -commerce is a system created to facilitate the users regardless who they are as producers, managers ,
buyers, customers , and others to conduct daily business without the hassle ( Kleinrock , 2008 ) . E —
commerce is definitely very useful to someone who is concerned with the transparent and efficient business
besides being cost effective and time ( Park , 2010) . The use of e - commerce is not just focused on purely
business matters, but it also involves the day to day tasks such as the payment of utility bills , taxes ,
summonses, and so on. Users who use the e - commerce system will have the advantages offered to the e-
commerce users. Among its advantages is that it can save time and cost ( Park , 2010) . By using only the e
- commerce systems provided, users can avoid congestion such as at the service counter , especially when
they want to make online bill payments , suits , taxes , and so on . Everything can be done only at the
fingertips, it can be done at home through the online payment system.

The community in Malaysia are still unable to bluntly accept a new technology without the existence of
evidence or positive development from foreign countries on the success of the new technology adopted (
Siti Zobidah et . Al ., 2008). The results of studies carried out by the SKMM (2010 ) found that consumers
prefer to buy in store or supermarket which is by 66.3 percent compared to buying on the Internet or on line
. Additionally, users will still feel less confident and worry about the security of e - commerce system.
These things will lead to a feeling of disbelief of users to use the e - commerce system . It was evident
when 59.1 percent of consumers do not believe and by 58.7 percent felt less safe to purchase through on
line (MCMC 2010) .
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Conclusion

The development of e- commerce in Malaysia now stands at a more encouraging note. With the initiative
from the government to ensure that the e- commerce system is fully implemented by communities in
Malaysia, various frameworks and infrastructure construction has been and will be developed in the future.
It is in line with the rapid development of the e - commerce system that has been adopted by some
developed countries and other emerging coutries in driving the economy of their countries respectively.
Accordingly, the government has allocated a huge allocation in ensuring all equipment and requirements
related to the ICT sector can be developed and can provide useful benefits to the communities in Malaysia
especially to the e- commerce users.

Everything done surely has its own risks. Similarly, in the Internet business or e - commerce , as any other
business still faces risks. However, something that is well planned and managed is able to reduce the risk
that wil be faced by business owners .

E -commerce is seen as capable of generating handsome profits due to the strength of the Internet itself that
covers a vast market. This business market is not only focused on the domestic market, but its main market
is the international market. This also depends on the characteristics of the products or services offered to
customers. But to capture the outside market, the owner should dominate the local market first in building
the publicity and gaining experience. Owners should also be able to ensure users of their products or
services offered to the consumers. Consumers need to be assured of the products sold.

With the use of ICT, Internet business never closes. It will operate 24 hours a day and seven days a week in
accordance with the requirements of the owner. This is clearly an advantage in the customer service
because customers can make transactions regardless of time and place barriers. Transactions can be done
anytime, without any limit.

From the consumer point of view, the Internet is a facility for them to get the product or service they desire.
Without having to be caught in the traffic, finding a parking space and wasting time. This is where the
internet business plays its role. Where users can view and evaluate products on-line through the website,
place the order and proceed with payment. Then, the goods will be delivered to their doorstep. All this will
soon become a trend in today’s modern lifestyle. In accordance with the present life, especially for working
people, time for shopping is very limited. Therefore, the e - commerce is a major option to purchase goods
or services.

However, all of that can only be done through a wise management of the Internet business . By taking the
examples of existing successful Internet business and consistent effort , e - commerce can be carried out
successfully with the support of the government authorities and also winning the trust of consumers. With
the innovation of the conventional method, it surely attracts consumers to deal virtually.
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