
1 . Introduction 

1.1 Introduction to online purchasing 

Internet usage in the world is growing in a rapid phase. World internet usage has been risen 

444.8% since year 2000 to 2010 and current internet penetration in the world stands on 

28.7% out of the world population. Asian region also has registered a 621.8% growth rate and 

accounted 21.5% penetration (Internetworld Stats, 2010a). Worldwide Internet Users in 2010 

is 1,931 millions and it has predicted this value to be 2,517millions by year 2014 

(eTForecasts, 2010). So it's no doubt on the future of internet popularity all over the globe. 

In this context of high growth and demand, it should be the internet based services to get the 

hand in hand relationship and achieve a higher and growing demand. Online shopping is one 

of the services which based on internet. Wikipedia defines online shopping is the process 

whereby consumers directly buy goods or services from a seller in real-time, without an 

intermediary service, over the Internet. If an intermediary service is present the process is 

called electronic commerce. An online shop, eshop, e-store, internet shop, webshop, 

webstore, online store, or virtual store evokes the physical analogy of buying products or 

services at a bricks-and-mortar retailer or in a shopping mall. The process is called Business-

to-Consumer (B2C) online shopping. When a business buys from another business it is called 

Business-to-Business (B2B) online shopping. Both B2C and B2B online shopping are forms 

of e-commerce. Businessdictionary.com defines online shopping is the act of purchasing 

products or services over the Internet. Gtrader.biz defines online shopping as purchase of 

products and service using online services such as the World Wide Web. 

As Wikipedia defines, Electronic commerce commonly known as e-commerce or 

eCommerce, or e-business consists of the buying and selling of products or services over 

electronic systems such as the Internet and other computer networks. Electronic commerce 

that is conducted between businesses and consumers, on the other hand, is referred to as 

business-to-consumer or B2C. This is the type of electronic commerce conducted by 

companies such as Amazon.com. Online shopping is a form of electronic commerce where 

the buyer is directly online to the seller's computer usually via the internet. There is no 

intermediary service. The sale and purchase transaction is completed electronically and 

interactively in real-time such as Amazon.com for new books. If an intermediary is present, 

then the sale and purchase transaction is called electronic commerce such as eBay.com. So 

generally online shopping refers to the process of buying products and services directly from 
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the seller over the channel of internet and electronic commerce refers to the same process 

with the involvement of an additional intermediate party. When we consider the online 

shopping or electronic commerce from the point of view of consumers, it can be termed 

online purchasing or purchasing online. 

Additionally, online purchasing studied in this paper only limited to goods and not included 

services. Businessdictionary.com defines a good as a commodity, or a physical, tangible item 

that satisfies some human want or need, or something which people find useful or desirable 

and make an effort to acquire it. In contrast to goods a service is defined as an intangible 

products that are not goods (tangible products), such as accounting, banking, cleaning, 

consultancy, education, insurance, know how, medical treatment, transportation. 

Goods and services may vary in the view of the consumers as various literatures suggest 

(Weinberger and Brown, 1977). "In contrast to goods, it is difficult for the consumer to judge 

the quality and value of services" (Parker, 1960). Purchasing of services is more dependent 

on the recommendations of others than are the purchasers of goods (Johnson, 1969). There is 

a significance attention is needed on the consumer perceived risk associated with a service 

other than a good on the side of the marketing (Lewis, 1976). Such consumer perceived 

differences between the goods and services brings the requirement of analysing the 

purchasing of each category separately. Therefore the intention for online purchasing is 

limited to goods only in this study and service category is omitted. 

Traditional method of shopping is by visiting shops to buy daily needs and other items which 

are consumable. But these shopping methods now have become a problem to most of the 

consumers due to number of possible reasons. 

Road Traffic: There have been several initiatives undertaken by successive governments to 

reduce traffic issues in Sri Lanka (Jayaweera, 2001). This indicates a pressing issue that has 

come up to a greater difficulty for Sri Lanka and trying to find a solution. Some of the issues 

were addressed with policy formation and the Ministry of Transport is formulating a transport 

policy to reduce the number of vehicles coming to Colombo. This step was taken to minimise 

traffic congestion, save fuel consumption and reduce air pollution (Strategic, 2008). Colombo 

is the heart of the island and having the most of the time it can be found that people wasting 

lot of time on roads due to road congestion. 
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Lack of time: Busy working schedules of most of the people don't leave much time for them 

to relax themselves and time save by reducing the time spent for shopping can impact on their 

lifestyle a great. 

Parking issues: Parking was identified as a critical issue when it comes to town areas. Few 

reasons were identified as causes for this issue. The ever growing townships, ownership of 

vehicles with economic development and in Sri Lanka due to war are identified as the causes 

of no-parking issue. This has created a difficulty of finding space for parking their vehicles in 

congested towns (Perera, 2006). Lot of retail shops in the island haven't allocated sufficient 

space for parking and not enough parking spaces would cause lot of other problems. Burglar 

threats, vehicle towing and police ticketing are some of the well known problems which are 

associated with the unsafe vehicle parking. 

Delays at queue: Lot of big supermarkets provide the freedom of item selection and there are 

lots of choices to make also. But at the end to clear those by paying at cashier would take 

long time and it would be so annoying for customers to keep themselves waiting in long 

queues until his/her turn comes. 

Quality of items: Lot of customers' may prefer to buy all their needs under one roof and they 

might be buying all their needs from the same place. In such situations would lead them to 

buy unnecessary stuff and also they may satisfy on buying unsatisfactory items due to poor 

selection availability, ie. Lot of perishables may not be in that much fresh condition. 

Need of visiting multiple locations: There is no proper mechanism to find out the 

availability of intended grocery before the customer visits the market place. Due to 

unavailability and unsatisfactory quality of the items would cause them to travel multiple 

locations until they find the best fit. 

So it would be beneficial for consumers to access a common point over the internet and order 

their requirements. There the significance of online purchasing appeals for the up to date 

requirements of present consumer society. 

1.2 S c o p e o f the S t u d y 

In particular, there are evidences for internet based business success from developed 

countries. Tesco (a British grocer) and Albertson's in the U S A currently have internet 

channels for selling groceries that are profitable (Hall, 2001; Koller, 2001). Future of U.S. 

and Western Europe on-line business market predicted a considerable growth. Forecast about 
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e-commerce sales in the U.S. by Forrester research has expected a 10 percent compound 

annual growth rate through 2014. "It forecasts online retail sales in the U.S. will be nearly 

$250 billion, up from $155 billion in 2009. Last year, online retail sales were up 11 percent, 

compared to 2.5 percent for all retail sales. In Western Europe, Forrester expects a slightly 

faster 11 percent growth rate for online retail sales, going from $93 billion (68 billion Euros) 

in 2009 to $156 billion (114.5 billion Euros) in 2014" (Schonfeld, 2010). In this context it is 

clear that the internet based service of online purchasing has got higher and growing demand 

in the environment of the present world and also in the key markets of US and Western 

Europe. 

Significance of the online purchasing was discussed in many literatures and it implies the 

demand over it. Online purchasing was identified as one of the most rapidly growing forms of 

trade (Limayem et al., 2000; Levy andWeitz, 2004; Shim et al., 2001). There were significant 

growth indication was also visible in the trade. Online retail sales grew 23 percent between 

2005 and 2006 and it was expected an amount of total sales to be doubled between 2004 and 

2010. It was identified as a considerable figure compared with the growth of non-internet 

retailing. This growth was contributed by companies of all types. This new venue of internet 

has used for merchandise goods and services locally and worldwide by companies 

irrespective of their size. Business transactions over the internet grew 57% in 2004 and it was 

expected to grow in the future (Stranahan and Kosiel, 2007). With the time it has kept the 

place of higher rank among other forms of shopping. These growth rates were well above 

other forms of shopping. It was becoming an important channel for shopping (Brohan, 2007). 

Nielsen Global Online Survey on internet shopping habits says online purchasing was 

increasing by 40% in year 2005 and 2006. It was 85% of the world internet users who has 

bought something over internet. Globally, more than half of internet users have made at least 

one purchase online in the past month, according to Nielsen. "When The Nielsen Company 

conducted its first global survey into internet shopping trends two years ago, approximately 

10% of the world's population (627 million) had shopped online," said Bruce Paul, VP, 

Customized Research, Nielsen US. "Within two years, this number has increased by 

approximately 40% (to 875 million)" (875MM, 2007). 

EU is a very good example of online shopping success. It is identified that EU consumers are 

generally satisfied with online shopping. Interest of EU is shown in some particular product 

groups. IT product as well as entertainment and leisure goods were seen as the in this group 
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of frequently bought items over the internet. This is also carrying figures of average higher 

than for retailing in general (Consumers, 2009). "US online success can be also very good 

example for online success reference countries. As more American consumers forego 

crowded malls for the convenience of online shopping, total Internet-related sales are forecast 

to jump 19.1 percent to $174.5 billion in 2007, excluding travel. The "State of Retailing 

Online 2007" report from the National Retail Federation and Shop.org said total online sales 

this year, including travel, are expected to increase 18 percent to $259.1 billion. Online sales 

last year rose 29 percent to about $146.4 billion, excluding travel, representing 6 percent of 

overall retail sales in 2006" (Online sales, 2007). 

Internet growth in Sri Lanka isn't at the best of internet penetration but it well ahead in the 

rate of internet usage growth in other countries in the south Asian region. 8.3% of internet 

penetration and 1361.9% of internet usage growth rate was recorded for Sri Lanka. This is 

considerably higher rate among the other countries. Year to year comparison of penetration 

values can bring the correct picture of this developing demand for internet in Sri Lanka. 

Penetration of internet users starting from year 2000 to 2010 shows a considerable growth as 

it depicts in Table 1.1 (Internetworld Stats, 2010a). 

Table 1 .1 : Internet Usage in Sri Lanka 

¥ 1 A # [ Users Population % Pen. 

2000 121,500 19,630,230 0.50% 

2007 428,000 19,796,874 2.20% 
2008 771,700 21,128,773 3.70% 
2009 1,163,500 21,324,791 5.50% 
2010 1,776,200 21,513,990 8.30% 

Source: International Telecommunication Union 

This value comparison is evident for the growth and ample capacity is still waiting to be 

accommodated also. In this context it should be the internet based services to get the hand in 

hand relationship and achieve a higher and growing demand as it evident in whole world and 

also in the key markets of US and Western Europe. 

Some of the countries have raised further more concerns of developing their online 

environment even though the internet is well developed. According to Ipsos-Insight, 

Canadians are the world's leading Internet users. More than 71 percent of Canadians accessed 

the Internet in 2003, compared with 70 percent of South Koreans, 68 percent of Americans 

and 65 percent of Japanese. Internet usage in Canada is primarily based on three factors and 
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those were identified as access, availability and price. There is a highlighted point in the 

context of internet shopping context that internet users weren't much really found in online 

shopping context. "Though this high number of users has led to very rich content, it has not 

translated directly into a high number of online shoppers. In addition, growth in Internet use 

among Canadian households has levelled off. The majority of Canadians continues to use the 

Internet primarily for information purposes, including sending and receiving email, searching 

for health information and making travel arrangements" (Digital, 2004). So internet is a 

major factor for online shopping but there are further more requirements and concerns behind 

the growth of it. 

Normal shopping practise of Sri Lankan might be still linked with traditional shopping 

methods even the sellers in developed countries are acquiring success in online sector. 

Various reasons discussed earlier in this chapter may affect on consumers mindset and it's 

vital to study Sri Lankan consumer's viewpoint on online purchasing since it's performing 

well in other countries as it was discussed above. These factors may be impact or not impact 

on Sri Lankan consumers and its might not be the online purchasing what people may expect 

as the solution to these problems. It's anyway a doubt and it raises the importance of studying 

about the online consumer sector in Sri Lanka. Finding out the expectation of people in order 

to meet these issues or check whether these issues have any impact on local consumers will 

be studied in detail as objectives of the study. It's not only the Sri Lankan context but the 

global scenario is also taken in this analysis to make those advantages for Sri Lanka to think 

about its status and finding recommendations on future priorities and focus. 

It is important to observe online purchasing by our day to day environment. It may not very 

much popular or it can be popular among our colleagues and most of the people we interact 

in our domestic and office environment. This is a specific field that the study can be focused, 

which is the online shopping in business-to-consumer level. When the focused business 

category is selected and the scope is narrowed down, there may be identifiable unique 

concerns behind this doubtful popularity level in online purchasing while internet is having 

reasonable penetration and in a growing phase in the country. 

"In the last ten years, a major improvement in the retail sector has been observed in Sri 

Lanka. Super-marketing in Sri Lanka has come to stay together with world class footwear, 

clothing and electronic retailing formats amongst others. The traditional trade (kade's) have 

also upgraded, in order to compete with the modern retailing formats" (Pefrfaf^r3iQ). Factors 
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influencing the Sri Lankan customers' intentions can be based on number of reasons which 

should be unveiled during the scope of the research. Initial focus of the study should be on 

situational analysis in this regard. 

It was well evident in global context as well as the US and Western European context of 

successful online shopping by the statistics and also from the facts cited from the previous 

researches done. So it's a well growing field of shopping mechanism used in the globe. 

Popularity of on-line shopping in Sri Lanka can be strongly influenced by the factors like 

internet availability and internet usage fluency. As it was guided by Internet World Stat, for 

analyzing and comparing Internet users on a global scale, IWS adopts as its benchmark a 

broad definition and defines an Internet User as anyone currently in capacity to use the 

Internet. In their opinion, there are two requirements for a person to be considered as an 

internet user. First one is that the person must have available access to an internet connection 

point and other one is that the person must have the basic knowledge required to use web 

technology (Internetworld Stats, 2010b). According to the definition for online shopping also 

indicates the fundamental requirement of internet availability to online shopping. So it's 

compulsory to eliminate the factors coming from the internet unavailability and the basic 

knowledge required to use web technology. These factors are directly bind with the online 

shopping and can be identified as fundamental requirements. They would definitely be 

distinguished by narrowing the scope of research to internet users out of the population of 

consumers as a whole. This is advantages in situations where internet is to be well established 

and currently unable to spread significantly or current internet penetration is not contributing 

much to the online sector. 

Countries which are doing well in online shopping or e-commerce and achieved success also 

associate with some barriers and concerns for further development. EU is an online 

operations wise success region in the world and even they are also having such issues. EU 

consumers were identified in less enthusiastic about issues such as clear product information, 

advertising and the protection of privacy, issues of trust and the possibility of returning goods 

(Consumers, 2009). 

When the focus of the study is narrowed down to the level of internet users only also there 

can be other influences for them for online purchasing. So it's important to study these 

influences irrespective of the penetration level of online purchasing in Sri Lanka by the 

focused group of internet users. Previous statistics about the internet availability in Sri Lanka 
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were not in satisfactory level and that lower penetration in internet usage may be the most 

influential factor for having lower penetration of online shopping. "The development of the 

Internet remains of particular concern for Sri Lanka. In a country whose population is 

increasingly Internet savvy, the estimated user penetration stood at around 5% in early 2009. 

Despite signs of an enthusiastic user market, however, coverage and accessibility remained 

limited and the sophistication of the available services generally remained low. By end-2008, 

it was estimated that there were only around 100,000 broadband Internet subscribers in this 

country of 20 million people" (Evans, 2009). But the future of online shopping must be 

understood in the proper manner by investigating other influential factors due to current trend 

of internet usage growth. As it is stated by Telecommunications Regulatory of Sri Lanka 

(TRCSL), E-mail & Internet Growth (1996 - 2009 Dec) is depicting a higher growth rate. 

Internet & Email Subscriber base in year 1996 stood on 2,504, on year 2000 its 40,497 and as 

the latest statistic by the year 2009 it has reached up to the value of 249,756 as a provisional 

value (TRCSL, 2009). 

1.3 Objectives of the Study 
It's really important to identify the current situation of online purchasing in Sri Lanka before 

going to analyse factors affecting to its success or failure. Therefore the first objective of this 

paper is on identifying the current situation of online purchasing in Sri Lanka. 

This study also aims to address the factors influencing online goods purchasing by Sri 

Lankan internet using consumers with the situation described by the situational analysis. 

Theoretical framework o f the theory of planned behaviour (TPB) is used as the basis for the 

study. As the TPB suggests, underlying beliefs for each and every constructs are to be 

identified. In there it helps to identify the main factors affecting the online goods purchases of 

internet using consumers in Sri Lanka. 

To recommend guidelines to improve online goods purchases and popularize this e-

purchasing culture in Sri Lanka is the final objective of this paper. As the key structure to 

follow the TPB was elaborated as the first step and relevance to this study was then identified 

to proceed with the model. It would derive the model for Sri Lankan internet using 

consumers' intention of online goods purchasing and it may guide throughout the study to 

continue to draw other key points which are focused in the study. 
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1.4 Limitations of the Study 
There are number of limitations in the study. Most of them were related to the applicability of 

TPB model. Those limitations are discussed in this section. 

This study is only discussing the online good purchasing intention and actual behaviour isn't 

discussed. Intention to actual behaviour relationship can be subjected to other factors such as 

time gap from the time of intention is measured to actual behaviour and changes happen in 

the greater environment. This is further discussed in the literature review. Actual behaviour 

evaluation isn't present in the study and deriving it from the intention isn't performed. 

There may be records of responses which carry dishonest intentions and actions when the 

interviews are performed or questionnaires are filled. They were only the measures which are 

taken from self reports rather than observed measurements. Marlowe-Crowne Social 

Desirability Scale (Crowne & Marlowe, 1964) has to be used to predicting dishonest 

intentions and actions. SDS scores were entered into a regression equation and accounted for 

5% of the variance in intentions, providing some evidence to suggest that individuals may 

provide socially desirable answers in terms of their attitudes and intentions (Armitage and 

Conner, 2001). But the SDS wasn't used in the study and therefore the intention measure 

carries some extent of variance caused by the socially desirable answers. 

Factors such as personality and demographic variables are not taken into consideration. It's 

only the whole batch of online users were taken to the study. Variations in demographically 

different groups weren't treated as separate entities and taken in to the consideration. 

There is much ambiguity regarding how to define perceived behavioural control and this 

creates measurement problems. There was a great confusion created during the elicitation 

study to distinguish each belief from others as some correlated significantly with each other. 

Behavioural, normative and control belief categories also having some inter correlation and 

which was ignored and direct links were only taken to the consideration. This lead to omit 

some of the belief from the consideration as their parent constructs shows less contribution to 

the regression model. 

TPB only works when some aspects of the behaviour is not under full volitional control. But 

there can be some instances where all these underlying factors for intention are overcome by 

situational occurrences. 
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The longer the time interval between behavioural intent and behaviour, the less likely the 

behaviour will occur. So the online climate related changes in the greater environment 

changes may affect the existing underlying factors and may raise the need of including 

additional factors also. But the study only contains factors affecting the behaviour at the point 

of the study was conducted. 

The theory is based on the assumption that human beings are rational and make systematic 

decisions based on available information. But every action isn't based on planned structure in 

normal circumstances there can be unconscious motives also. Those are not included and 

considered in the study. 

Application of TPB for a general behaviour of online purchasing brings a large number of 

beliefs. But using a large number of beliefs for the study adds questions which is twice the 

number of beliefs to the questionnaire. This kind of lengthy questionnaire reduces the rate of 

responses and the reliability of answers given by the respondents. 
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