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Abstract

The retail industry in Malaysia has become more and more competitive as a
result of the growing spread of the internet in recent years. Many companies
have thrown away conventional thinking and focused on dynamic marketing
strategies in order to survive and succeed. Advancements in wireless
communications have increased the number of people using mobile devices, and
accelerated the growth of mobile commerce (m-commerce). The virtual grocery
store allows companies to provide product information and offer direct sales to
their customers through mobile devices. Success in this business is dependent
on understanding the concerns of customers and identifying the factors that

promote their intentions to use virtual grocery stores.

Four variables were used in this study to examine consumers’ acceptance level
of virtual grocery stores in Malaysia: perceived usefulness, perceived ease of use,
perceived trust, and perceived service quality. A quantitative approach was
adopted, with a questionnaire as the main tool. SPSS' software was used for a
descriptive analysis, and PLS estimation software was used to test the
relationships between the various constructs. Based on the research findings
from 348 smartphone users over 21 years of age, three of the four above factors

were found to significantly influence consumers’ acceptance level of virtual

grocery stores — perceived service quality being the exception.




Acknowledgements

Thanks to INTI International University, | have been able to produce this very first
research study in my life, which | believe will help me not only in my academic
path, but also in my future career and life. | would like to take this opportunity to
express my sincere and deep gratitude to the many people who have contributed

to this dissertation.

Firstly, | am deeply indebted to my project supervisor, Ms Freeman, for all her
support, guidance, patience, kindness, encouragement, inspiration, not to
mention the valuable suggestions and advice she gave me throughout the
process of completing this dissertation. | have gained tremendous experience
and made an enormous improvement in my research skills, critical thinking and
knowledge as a result of this project, thanks in no small part to Karen’s help and

support.

| would also like to convey my appreciation to the lecturers (Professor Dato
Ibrahim Ahmad Bajunid, Ms. Yalini Easvaralingam, Mr. Manivanan Saman and
many more) who provided valuable suggestions and ideas for my research. In
addition, special thanks go to all the lecturers on my Master's Degree who taught

me and strengthened my knowledge in a range of related fields.

Last but not least, heartfelt thanks to my beloved family members, friends and
classmates, who have constantly supported and encouraged me from the

beginning of my journey in post-graduate study.

Du Qianlan
14™ November 2013




DECLARATION

“| hereby declare that this research project is of my own effort
except for those summaries and information of which the
sources are clearly specified”

14" November 2013 Du Qianlan




Table 3-1
Table 3-2
Table 3-3
Table 3-4
Table 4-1
Table 4-2
Table 4-3
Table 4-4
Table 4-5
Table 4-6
Table 4-7
Table 4-8

0

List of Tables

Differences on Research Strategy...............ccocoiiiiiiiiiiiiinn..
Variables and Corresponding ltems................coooiv il
Summary of Scale and Measurement for Every Variable............
Summary of sample size calculation.........................c.ol

Summary of Respondents' Profile...................cooooo

Summary of Reliability Test...........cccooiiiiiii i,
Reliability Test for All independent Variables...........................
Statistical Results of Outer Model Evaluation before Removing...
Statistical Results of Outer Model Evaluation after Removing.....
Correlations of Latent Variable................c.ccooiiiiiiis

Inner Model Evaluation and Hypotheses Testing......................

The Summary of the Outer Model Estimation.................cccueeee.e.




Figure 1-1
Figure 1-2
Figure 2-1
Figure 2-2
Figure 3-1
Figure 4-1

Figure 4-2

Figure 5-1

L e

List of Figures

How a Virtual grocery store works.....................ooooeeeen, 8
Outline of Every Chapter............ooooiiiiiiii 18
Technology Acceptance Model (TAM)..............ooooieiiinie, 24
Proposed Research Framework....................ocoooeiiinnn. 31
Research Design Framework...................ooooiiiiiiiiiin. 33

How Often Do Respondents Use The Mobile Network For

How Many Times Have Respondents Used The Mobile

Network For Purchasing Products In The Last One Year..... 62

Respondents would like to use the virtual grocery store in
thefuture. .. .. .o e 78




Table of Contents

ADSEIACE ... eerirersnrrnssnsisnisssneesssansassansssaassare st ss s as s s sr e a e ae e s s e s e R SRR e e R AR R Re AR RO SRR RS i
Acknowledgement.........covreerinsserecinieinniers et e e i
e ey er L | e LU iii
I e e IO . cunsinsssssasusmman missmsep oy masa o s e R S S DR S S8 S PSR AR iv
DI CMN VIS EEE . .. s s o e s T B B RS R MRS Ao R A S A AR P B s \'
Chapter LIntroduction ... 5
1.0  Chapter SUMMEATY ...cceee ittt e e e e e srnbe e e e e ennna e e e s nns 5
RO 10T SHIQY oo o iss s ssssss ss v suis e s sivs 5
EFRNIIIE Virtual Grocery Store ...c.....sssremsesreisssnimranimivsesssssansiessssnsseess s sisnsss 7
1.2.1 The Virtual Grocery Store Structure and Working Principles.............cccccvv. 7
1.2.2 The Development of the Virtual Grocery Store.........cccoeeeeeeeeeeeieeeeeeeeicecns 8
1.3 Problem Statement.............ooo oo 10
1.4 Research QUESHIONS ........ccoiveiieeiiiiie e 13
1.5 Research ODJECHIVES ........cccoeeeiiiiiiiciieee et 13
BEERENICINCE of the Study....ivmnenmmmsasnimsesm s 15
1.7 Limitations of the STUAY ........c.viveeeeeeeeeeee et 15
1.8 SCOPE OF the STUAY ...t 16
1.9 OUtliNg Of the RESEAICH ........eveveeeeeeeeeeeeeeeeee et 17
Chapter ll:Literature REVIEW .............ccoevevecerieeeeeeeeeeeeeee e 19
2.0 CRaPter SUMMAIY ... o.eeeeeeeeeeeeeeeeeeeeeeeeee oot er e se e e s e eeeeseeneeeseseees 19
2.1 Consumer Acceptance of the Virtual Grocery Store .........oovovweeeceerevereereens 19
2.1.1 CONCEPLS Of ACCEPIANGCE. ... veveeeeeeeeeeereeseeeeeeeeeeesee s eesese s s eses et es s seeseeeenn. 20
2.1.2 Acceptance of the Virtual Grocery SIOre ......curmsmmmsmms cussisiissasississnes 20

INTI INTERNATIONAL UNIVERSITY (2013)




99 Technology Acceptance Model..........iiie: 22
BERPerceived Usefulness (PU) .....iccusimncmiasinssmssmstmmmmsmimiins o ssssssssienss 24
2.4 Perceived Ease of Use (PEOU)..........oooiiiiiiiiiccc s 25
2.5 Perceived TrUSE (T) .. oot e 26
s iceived Service Quality (SQ)) .. cvwsmimssmsmirismm s sisvsirssisismsssssrssss 28
B Pt fiosis Development. ... o anssmisasi s aimsssiiinmes 30
2.8 Proposed Research Model.............cccoiiiiiiiiiiiii e, 31
Chapter lll: Research Methodology ...............cccocooiiiiiiii e, 32
e T 32
BEREIES Of ReSearch ... aumsmnesisnmiis ieissesis s s sesremsing 34
B esearch Reasoning Approach. .. ... s ssvsssunmmsmasnmsmsmsissisissmmmmssssmssssvmsrminssnes 35
3.4 Research Strategy.........covevviiiiiiiiiii e 36
3.5 TIME HOFIZON ....vuvviiviieiisiese ettt s e s 39
3.6 Measuring iNStrumENnt ...........oovio e 40
3.7 Target Population and Sample Size ........ccccoviiiiiiiieiiieccceeeeee e, 45
i U ————— 47
3.9 Data COllECHON ........c..eveeeeeeeereeeeee ettt ets et s e st s ereeneseeeneeaen e 48
3191 PrIMAIY Data.....ooovee e e e e e e e e et e e et e e et e e sresereseaeennas 49
3.9.2 SECONAAINY DAA..........eeeeeeeeeeeeeeeeeeeeeeeee e e et e e e es e e en e s e 50
3.10 Data ColleCtion PrOCEAUIES ...........ovvvoeeeeeeeeeeee oo eeeeeeee e eeeer s 51
ST POt STUAY ...........ooeeveeeeeeeteeee oo et st se et esesseasessesensssnesssenennens 51
3.12 Reliability and Validity TESS .........eveveeeeeeerereeeeeeeeseeseeeeeeeeesseeeesseeseeeses e, 52
3.13 Data ANAIYSIS MEINOM. ...t e e e e 54
3.13.1 Respondent profile analysis ..o mmmammaassnraasimmssssmss i 54

INTI INTERNATIONAL UNIVERSITY (2013)




313.2 Variance-based SEM - Partial Least Square (PLS) estimation................... 54
BEE thical Considerations..........c.isutsinsssiontassssssssssisssssssnssssessssssepnsnsmsnsnsssrass 55
Chapter IV: Research Findings ..., 57
B BT SUNMMMIBIY - c:s3mmssrsissossswrmresssrssss s somtesss seavsotus sy s svad st s ERsaaeass b7
BB SDONSE RALE......... oo conssismsssmasnismsmsssmsisimsisins st ossessasansiuns smssanssmns sissns snassassnsn 57
4.2 Preliminary and Demographic Analysis................cccooiiiiiiiiiiin i 57
4.3 Descriptive ANalYSIS ......ccccvriiiiriiiii i 60
I O VA TT BN B 05 sswsimssmmmmmmsms s s s 23 AR R 62
4.5 Results from Partial Least Square (PLS) Modeling ...........cccovevviiiiiiiiiiiiennennn.. 63
HEEERP] S Outer Model Evaluation ....ccceicimsmsismisssssiissssissssssssssssismntasas 64
4.5.2 Structural (Inner) Model Evaluations ............cccoooiiiiiiiiiiiieeeciieeeee e 68
4.6 Hypotheses Testing........coooveiiiiiiiiiiii e TP 69
Chapter V: Discussions,Conclusions and Recommendations ...................... 71
B S UNTUTTI ST YA 555 s i 3 i T S PSS 71
BERECUSSION Of RESUIS ..viosisiasssenssimsiormmmsommmmseivsissn smnnsisssss st aasvanessssnons snisrssniasins 71
9.1.1 Perceived USEfUINESS ...........cooeeiiiiiiieiiceie e 72
9.1.2 Perceived @aSe Of USE .......c..ccvuveiivieiiieeiee et 73
9.1.3 PerceiVed trUSE...........c.cviuiiveieieeee ettt 74
5.1.4 Perceived Service QUAtY ..........cooooeeveriiiiiieieeeei s 75
5.1.5 Acceptance Level of Virtual Grocery Stores .............ocooeeeeoeeeeeeeeeeeeenn. [/ 4
9.2 CONCIUSIONS .........ovoeee et s et 78
9.3 TheOoretical IMPIICAtIONS .......eveseeeeeeeeeeeeeeeee ettt ettt ettt 79
©.4 Managerial Implications and Recommendations ..............ccvvvereeeerererreeeen. 79
9.4.1 Recommendations for the Malaysian government...........ooceevvvieeeeeieinneeeeen. 80

INTI INTERNATIONAL UNIVERSITY (2013)




4
5.4.2 Recommendations for M-commerce and Potential Entrepreneurs ............... 82
5.5 FULUIE STUTIES ...t 83
e e g —— i
B 't "
R -

INT
I INTERNATIONAL UNIVERSITY (2013)




Chapter |

Introduction

1.0 Chapter Summary

Chapter one begins with the background to the research. The development of
mobile commerce (m-commerce) and the mobile shopping industry in
Malaysia and its implications are described in this chapter. The research
problems are also identified and discussed, followed by the research
objectives. The significance of the research, scope of the study, assumptions
and limitations are then presented. The last section contains an outline of

every chapter of this research.

1.1 Background to the Study

The term electronic commerce (e-commerce) broadly covers electronic
business through the use of the internet and other electronic tools to enable a
company, suppliers, customers and partners to use e-business to share
information, create inter-enterprise e-business processes, or improve
production, inventory, distribution, funding or and other aspects of efficiency
(Alam, S, 2011). E-commerce has revolutionized business since it first gained
Prevalence in the 1990s. As a result, it has had a major impact on people’s
daily lives and changed the lifestyles of many people. It has also brought

significant changes to competitiveness and the structure of businesses.
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In recent years, the tremendous growth in the use of the internet and in the
number of mobile phone users has resulted in an extraordinary growth of
mobile commerce (m-commerce). With the development of ever bigger and
better wireless communication technologies, mobile commerce (m-commerce)
is now seen as a new business model and platform that will have a similar, if
not even bigger, impact on business communities and industries than

e-commerce (Feng, et al., 2008).

Many researchers have described mobile commerce (m-commerce) as an
extension of e-commerce, in which the transactions of businesses are
conducted in a mobile environment using mobile devices. They define mobile
commerce (m-commerce) as any activities related to commercial transactions
conducted by wireless or mobile communications networks (Tiwari and Buse,
2007). Wireless and mobile devices include handphones, personal digital
assistants (PDA), laptops and so on. Prior to the development of m-commerce,
e-commerce depended on costly infrastructure and equipment such as
computers and fixed line networks. m-commerce offers more ubiquity and
accessibility to users than e-commerce. The accessibility of m-commerce is an
advantage over e-commerce, as e-commerce applications usually need a
wired end-user device. Since mobile devices are small in size and light in
weight, they are also easy and convenient for users to carry around with them
(Yeh,Y.S. and Li, Y.M., 2009). Given that mobile devices are usually owned by
individuals and not shared between different users, m-commerce allows the

services to meet users’ needs.

As the popularity of this technology grows, so have fancy varieties of
M-commerce services, which have made possible the use of advanced mobile

phones for mobile shopping, mobile banking, booking, ticketing, making
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payments, and conducting other kinds of online banking transactions.
m-commerce allows customers to shop at any time and in any location (Zhou,
2011). It provides consumers with a lot of advantages and benefits; and hence

is seen as an emerging and useful marketing tool, especially in the new

economy (Dignum, 2009).

1.2 The Virtual Grocery Store

With m-commerce becoming the fastest growing area of retailing, a new type
of virtual grocery store is emerging. The virtual grocery store is simply “an
interactive storefront’ which allows smartphone users to purchase products by
scanning the barcodes of products displayed on their screens (BBC, 2012).
This new type of virtual grocery store can help time-pressed commuters shop
on the go using their smartphones. Virtual shops are also a good way of
prompting people to spend even more, using their phones. Anyone can order
online using their smartphone now. But the key advantage of m-commerce is
that it combines both an advertising tool that can prompt an order and a more

convenient way of ordering.
1.2.1 The Virtual Grocery Store Structure and Working Principles

The virtual grocery store is an electronic screen display of shelves stocked
with products, each with their own barcode. Using a dedicated phone app, a
customer can scan the barcode with their smartphone, add the products to
their virtual cart and then choose a delivery time. They will then get the

Products delivered to their homes at the chosen time. Some of these screens

-
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can be swiped (by sliding fingers across the screen), while others cannot.
Such screens can be found in subway stations, bus stations, and even in

airports (Simpson, 2013). Figure 1-1 shows how a virtual grocery store works:

This is how it works.
@ You scan the QR code of product with your phone,
® The product automatically lands in your online cart.
©® When the online purchase is done,

it is delivered to your door right after you get home.

Figure 1-1: How a Virtual grocery store works

(Source: BBC, 2012)

1.2.2 The Development of the Virtual Grocery Store

Today, mobile commerce (m-commerce) is rapidly becoming an established
part of an integrated, multi-channel retail strategy. In fact, experiments with

virtual grocery stores are springing up all over the world (Scan life, 2013).

In 2011, the world’s first virtual grocery store was opened by Tesco Homeplus
in the Seoul subway, South Korea, to provide time-pressed customers the
ability to use their smartphones to shop on the go. Over 500 of the most

Popular items available in Tesco are displayed virtually on the screen doors of
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subway stations and pillars, and commuters can scan the barcodes with the
Homeplus app on their smartphones and get the chosen products shipped
right to their doorsteps (see again Figure 1.1). In that same year, nearly one
million Tesco apps were downloaded, and it is now the number one shopping
app in Korea (Irene Lam, 2012). According to Kwon Ki-Duk (2011), the
success of virtual stores in South Korea is due to the fact that South Koreans
are very quick to adapt to new technology. However, she added that the virtual

store business model has not yet replaced physical supermarkets, because

South Koreans still prefer to see and touch items before they buy them.

One of the few companies inspired by Tesco’s success in launching a pop-up
store in the subway in Seoul, South Korea, was leading U.S. internet grocer
Peapod.com. They launched more than 100 virtual grocery stores at commuter
rail stations in Boston, New York, Philadelphia, Washington D.C. and Chicago
— the first of their kind in the US. In 2012, Peapod.com COO Mike Brennan
pointed out that the success of virtual stores in the US can be attributed to the
fact that consumers can get groceries on their way home from work.
Consumers take advantage of virtual stores and the related mobile apps while

on the move, and as a result can enjoy the time saved when they are at home.

Another company in Canada, Well.ca, has been following suit, believing that
this is the future of the shopping industry. Ali Asaria, the founder of the retail
outlet, said in 2012 that 34% of consumers purchase products online in
Canada. Virtual stores could be a hugely cost-effective way to reinvent the

whole shopping experience.

This concept of the virtual store has created a kind of wave in the retail

industry. Some retailers are already on the way to grabbing their share of the
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