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This thesis aimed at examining the growth and challenges of e-commerce in Bangladesh. Moreover,
this thesis will also compare the growth and challenges of e-commerce in Bangladesh with Finland.
The main problem was that there has been a positive growth of e-commerce in both Bangladesh and
Finland, but this growth is faced with challenges which this thesis sought to determine. The research
also tried to examine the overall case of e-commerce in Bangladesh and Finland.

The preparation of this thesis was as a result of the analysis of several studies done on e-commerce.
E-commerce has a great chance of evolving in Bangladesh. The government of Bangladesh has se-
cured various measures to ensure that e-commerce is highly practiced in this particular nation. Such
measures include availing necessary facilities for e-commerce to be conducted smoothly. The gov-
ernment of Bangladesh supports e- commerce because through it, growth and production will expand.
The government also minimized the regulatory requirement of e-commerce.

This thesis is descriptive in nature. The thesis has used relevant research findings from secondary
sources such as the journals, the newspapers, books and periodicals. The internet was also a relevant
source of data. Besides, the thesis applied the use of primary data whereby questionnaires were sup-
plied to respondents in Bangladesh and Finland. Empirical analysis on the feedback was later con-
ducted, and findings and recommendations drawn.

The thesis found out that Bangladesh is lagging behind in e-commerce transactions as compared to
Finland. The main reason being lack of information on e-commerce. The thesis also found out that
there is high potential for growth in Bangladesh e-commerce. This was propelled by the fact that
many entrepreneurs in Bangladesh showed the willingness to apply software use in transactions.
However, the government needs to conduct education on e-commerce usage and e-commerce applica-
tions. This will shed light on both the entrepreneurs and the general public on the advantages that
come with the use of e-commerce as a form of business transaction.
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1 INTRODUCTION

Electronic commerce is a term associated with online transactions. E-commerce is a situation in which
goods and services are sold through the internet. Currently, e-commerce is the trending form of per-
forming business. As a result of expanding internet services, there has been an enormous growth of e-
commerce over the recent years. This thesis will analyze the growth and challenges of e-commerce in
Bangladesh and Finland. In the year 2017, internet users crossed about 67 million users in the first nine
months. By the year 2016, there were about 3.8 billion users of the internet in the entire world. About

50% of the global population was able to access the internet during that year.

Most of the internet users were from the south and East Asia. China, India, USA, Brazil, and Japan
were the top five countries with the highest number of internet users. China was the leading with about
725 million internet users followed by India which was ranked second with about 450 million users
followed by the U.S, Brazil, and Japan consecutively. According to Bangladesh Telecommunication
Regulatory Commission (BTRC), the country entered a new era of internet access in the year 2016
whereby about 94% people were using the internet during that year through their mobile phones. The
key product categories in the e-commerce markets in Bangladesh are the tickets such as the railway,
air travel and the bus tickets, the baby consumables and financial services, the electronic products,

clothing, jobs, and the electronic items.

The thesis aims to investigate the growth and challenges of e-commerce in Bangladesh as well as to
make a comparison between Bangladesh and Finland. The main problem facing the e-commerce com-
panies in Bangladesh is the lack of persons who are willing to use the debit cards as well as the credit
cards for their daily transactions. According to the recent statistics, there are only about 5.5 million
debit cards and about 1.2 million credit cards that are meant to be used by approximately 154 million
of the entire population in Bangladesh. Out of this, about only one percent of the people who have the
debit cards use it to carry online purchases. The remaining people only activate them at the automated
teller machine (ATMs). The use of automatic teller machines is usually as a result of a lack of
knowledge among the consumers of the use of debit cards. Moreover, there is an insufficient number

of infrastructures that are customer friendly.

Therefore, it is of great importance that this thesis comes up with several relevant applications which

will have their functions built around the attitude and culture of Bangladesh and Finland to aid in the



operations of e-commerce. Most of the applications in the market share will have their overall per-
forming functions which might necessarily not have an impact in traditional businesses. Furthermore,
this thesis aims to discuss the importance of using software application in revenue monitoring inside

the organization.

The research task is to identify the rate of growth of e-commerce in Bangladesh, and to discuss the
challenges facing growth in Bangladesh and identify how growth and challenges in Bangladesh com-
pare to Finland. Besides, the thesis will also evaluate the challenges faced by e-commerce in Bangla-
desh and compared the growth and challenges of e-commerce in Bangladesh with Finland. Lastly, the
research will provide an understanding of formulation policies required for e-commerce. The research
targets various stakeholders who may have an interest in the provision of e-commerce in Bangladesh
as well as the people who may wish to switch to the use of both debit and credit card. This thesis may
not cover all the aspects of e-commerce in Finland and Bangladesh due to limitations such as lack of

data regarding income as a result of e-commerce in Bangladesh and Finland.

The thesis is divided into six chapters, beginning with the introduction, which discusses the back-
ground of the thesis, emphasis on the importance of why this research needs to be done. After the in-
troduction is the status of e-commerce that reviews both the theories and empirical studies on e-
commerce. This part will also discuss the need for e-commerce in Bangladesh, the history of e-
commerce in both Bangladesh and Finland and the sources of funds for the e-commerce entrepreneurs.
The empirical studies evaluate previous researches written by different authors on the topic. Articles,
journals, reports and other scientific materials are going to be reviewed as part of the secondary data.
Chapter three discusses the methodology that will be used in the thesis as well as the sample and popu-
lation of the respondents. The analysis and the presentation of data follows the methodology which is

chapter four.

The fifth chapter presents the discussion on the findings and recommendation about the research. The
findings will be based on information gathered in this research. The researcher makes clear recom-
mendations that could be used in the future, either by an entrepreneur or any individual willing to un-
dertake further studies in the topic. The sixth chapter concludes the thesis with the summary of the

whole dissertation, giving out criticisms as well as the final presentation on the study.



2 STATUS OF E-COMMERCE

This chapter reviews both the theories and the empirical studies on E-commerce. The chapter reviews
several theories that are related to this topic as well as similar studies that have been covered by other
authors. This chapter also discussed different source funds, history and need of e-commerce both Fin-

land and Bangladesh.

2.1 Theories of E-commerce

The following section provides discussion on some of the theories of ecommerce. This discussion out-
lines some of the effects of technology. The theories presented include the social construction of tech-
nology theory, systems theory, adoption theory, innovation theory of profits, innovation diffusion theo-

ry and stakeholder’s theory.

2.1.1 Social construction of Technology Theory

This is often referred to as SCOT theory. This dwells on the work done by several researchers from the
school of sociology of scientific knowledge. This theory states that human action impacts on technolo-
gy. The theory argues that technology cannot be accepted if people do not know how that technology
is socially inclusive. This theory believes that technology emerges from interactions of people in their
day to day activities. There are no right or harmful technologies as all technologies can be made to suit
the users need. This theory disagrees with the conventional view that the technology is determined by

itself and it unfolds over time to meet different needs of the society. (Tosoni & Pinch 2016.)

2.1.2 Systems Theory

System theory was meant to understand the complexity of the social, economic and biological systems.
Usually, a system is defined as a set of interrelated units that work to achieve a set of stated objectives.
System theory, therefore, provides a base for the identification of an entity hence the ability to under-

stand the existence by which several groups of elements can be studied jointly. The relevance of the



system theory is that it involves a variety of concepts such as the boundary, the output, inputs, control,

and feedback. A good illustration of a system is the information system. (Saunders 2014.)

E-commerce utilizes several practices to attract as well as retain customers. Since e-commerce is com-
puter embedded, it is subjected to the risks that are as a result of the uncertainty related to system de-
pendency. Extensive technological infrastructure or the transaction specific features are said to be the
major causes of system-dependent insecurity. The risks associated with the system-dependent charac-
teristic, therefore, inspire the role of trust in the day to day online transaction. (Saunders 2014.) The
system approach, therefore, focuses on putting into practice a variety of ways of earning trust in the e-

commerce sector.

2.1.3 Adoption Theory

Adoption of any innovation is majorly determined by compatibility, complexity, trialability and rela-
tive advantage. The adoption theory objective is to observe new product adoptions and new product
diffusions. Ryan and Gross who are the proponents of this theory believe that adoption in e-commerce
is determined with the ease with which the individuals are willing to adopt such technologies to use in
carrying out their activities. Adoption is the choice of a particular individual to use an innovation.

(Saunders 2014.)

2.1.4 Innovation Theory of Profits

This theory explains that economic benefits arise out of successful changes introduced by the entrepre-
neur. Joseph Schumpeter proposed this theory in 1950. According to this theory, the primary function
of an entrepreneur is to introduce various innovations in their production activities, and profits are a
reward to this. According to the Innovation theory of profits, innovation is any new measure or policy
introduced by an entrepreneur to reduce his or her cost of production or increase the demand for his or
her products. E-commerce is a technological innovation in itself. Innovations are divided into two;
those which reduce the cost of production for example introduction of a new product, design or varie-
ty, developing a new firm and the methods of organizing a firm and those which increase the demand

for a product for example introduction of a new market. (Saunders 2014.)



According to the Innovation theory of profits, if innovation is successful, it either achieves a reduction
of costs or an increase in demand. This will help increase the profits earned by a firm. Benefits arise
because of successful innovations. However, profits caused by a particular novelty tend to compete
away as others imitate and adopt it. This is because initially, firms get more advantages which keep on
deteriorating as more and more firms get into the market and learn about the innovation. E-commerce
was, therefore, an innovation to increase efficiency, increase profits as well as reduce the costs. (Saun-

ders 2014.)

2.1.5 Innovation Diffusion Theory

Innovation diffusion theory was developed in 1962 by E.M. Rodgers. Change is a process of creating a
new technology, a new device or a new procedure. Diffusion is the spreading of ideas and concepts in
society. Innovation diffusion theory explains how innovations came to be accepted and spread through

communities, whether large or small. (Rogers 2003, 93.)

Innovation diffusion process involves five stages; knowledge stage which consists of an individual
being exposed to technology and explores how it functions. Second is persuasion stage where infor-
mation regarding technology is looked at, evaluation is made on which sources are credible and also
peer attitudes towards technology put into consideration. Thirdly, we have decision making whereby
individuals will participate in the activities which will either result in acceptance or rejection of the
technology. Fourth is the implementation stage, which is the actual use of technology. Here, individu-
als put technology into use. Last is confirmation stage whereby the individual looks for support regard-

ing the use of technology. (Rogers 2003, 93.)

Rogers (2003, 96) goes ahead to outline the effects which influence the diffusion of an innovation. The
effects include the extent to which technology improves tools currently available, the compatibility of
the technology to practices, norms and the values of the users, ease of learning by individuals to this
technology, liability and whether the effects of this technology are apparent or not. It is good to note

that e-commerce is one of the technological innovations and this theory perfectly suits this research.



2.1.6 Stakeholders Theory

This theory was developed by Edward R. Freeman in 1984. The theory is concerned with what it
means to create value and how to measure it. Stakeholder’s theory talks about harmonization of stake-
holders' interests and how to benefit from the cooperation. According to this theory, economic
measures capture the value created through the good treatment of stakeholders. Economic returns are
fundamental to a company's stakeholders. However, stakeholders want other things as well. Attention
should, therefore, be drawn to these other factors which explain why firms succeed over time, why
stakeholders are drawn to some firms and which firms do the most for stakeholders. A stakeholder's
perspective of value is more critical than a managerial perspective because managers focus attention

on things that lead to higher performance based on what gets measured. (Friedman & Miles 2006.)

The stakeholder theory is built on two essential perspectives of value; Individuals know what is best
for them. By this, individuals' differences in defining values are essential. Secondly, healthy markets
allow customers to choose what they will buy, from whom and under what terms. People will tend to
make choices that provide the most value for what they give up and tend to shift from previous to a
better deal all the time. As such, if firms want to be successful, they need to find ways of improving
what they do to appeal to customers. It is because of this that e-commerce was developed, with an aim

of enticing customers. (Friedman & Miles 2006.)

According to the stakeholder’s theory, financial performance is the right way for valuing a firm. If
firms want to be valued higher, that is, financially, they have to put more efforts on customer appeal
(Friedman & Miles 2006). E-commerce, therefore, is in line with this theory, has adopted several
measures to boost customer appeal and improve their profits. From this theory, how various e-

commerce conduct their activities will be examined therefore attaining the objective of this study.

2.2 Empirical Studies on E-commerce

Several studies have been conducted on the challenges and growth of e-commerce in Bangladesh as
well as how it compares to Finland. Other scholars have done studies on the same in other countries
such as China, Sweden, USA, Brazil, and Japan. They have shown the effects of e-commerce from

both the negative and positive perspectives as discussed below:



Fakhruddin (2017, 370) did a study on the growth and challenges of e-commerce in Bangladesh. The
study was conducted in Bangladesh. The author sought to assess how the use of mobile phones and
access to internet impacts on e-commerce. The author adopted a descriptive research design and in-
cluded the entire population of Bangladesh. Panel data was used for four years under study. The author
found out that people can easily access the internet and the increased number of mobile users is posi-
tively correlated to profitability in the e-commerce sector. However, the author just dealt with the per-
formance for only four years. Analyzing the effects of internet access and the number of mobile users
on e-commerce need to cover a more comprehensive period now that technology is a dynamic aspect.
Four years is not a proper scope for analysis of this aspect. Due to this reason, this study covers up to

six years.

Sajid (2014) did a study on the growth and challenges of e-commerce in Bangladesh. The research was
done in Bangladesh. The author sought to find out the factors that stimulate the growth of e-commerce
in Bangladesh and the challenges that e-commerce business incurs in their day to day transactions. The
study adopted a descriptive research design and included about 38 e-commerce firms in Bangladesh by
the year 2014. The researcher used both primary and secondary data; the former was obtained through
questionnaires while the latter was obtained from various research institutes in Bangladesh. Panel data
involving the 38 e-commerce firms for the period 2010 to 2014 was used. The analysis was done to

determine several factors that determine the growth and challenges of e-commerce in Bangladesh.

Sajid (2014) mentions that e-commerce has been growing at a higher rate for the past four years.
However, the sector has also experienced several challenges. The ease with which e-commerce trans-
actions are carried out has majorly contributed to its positive growth. On the other hand, e-commerce
faces challenges such as lack of awareness among the people of Bangladesh. However, the author is
not clear on the motivations for e-commerce. Sajid (2014) also focused on e-commerce between 2010
and 2014. The technology being dynamic cannot be confined to just this period; more has to be done to
analyze the latest trends. E-commerce has advanced in so many ways since then. However, just like
the author, this study also bases on e-commerce which is carried out through the credit and the debit

card.

Lee and Lin (2005, 163) did a study on the customers' perceptions of the e-service quality in online
shopping. They performed a casual research design. Based on their research, customers’ perceptions
about the quality of services has an impact on e-commerce. They also found out that the customer's

trust affects the activities of e-commerce. The study used the entire population of Bangladesh that used



e-commerce ranging from the year 2005 to 2010. However, e-commerce in the period 2005 to 2010
was low as compared to the current period. This thesis use data collected from the field in 2019, which

is up to data thus providing the status of e-commerce.

Rodriguez (2016, 217) did a study on the factors influencing the evolution of e-commerce, an empiri-
cal analysis of the developed market economy. He performed a detailed research which included about
29 e-commerce firms in Finland. He did his research between the years 2011 to 2013. However, the
study was just fixed on one country. Besides, being that technology is dynamic, a lot has changed in e-

commerce since the year 2013. This thesis therefore focuses on many e-commerce firms.

2.3 State of E-commerce in Bangladesh and Finland

E-commerce in Bangladesh has been facing problems such as consumers being charged a high amount
of fees to obtain the credit card. Another problem is that the commercial banks in Bangladesh are not
willing to promote e-commerce because they feel that this will interfere with their activities. Further-
more, there is a problem with low power. The problem with the shortage of power is due to frequent
outages as well as planned blackouts. Power is a necessary component for e-commerce, and therefore
this presents a significant challenge to e-commerce. Another significant problem for the e-commerce
sector in Bangladesh is the lack of adequate digital communication services. About half of the lines in

Bangladesh are still analog. (Hasan 2016.)

The provision of telecommunication is also weak in Bangladesh. This hinders e-commerce as tele-
communication is a significant component of e-commerce. Moreover, Bangladesh lacks e-commerce
sites that offer affordable services. Another major challenge and this especially face the entrepreneurs
is the lack of commercial know-how and also technical skills to set up the e-commerce activities.
There is also poor policy formulation concerning e-commerce; hence this hinders the development of
the e-commerce sector (Hasan 2016). In general, Bangladesh e-commerce market has not stabilized.
However, there is a greater possibility of e-commerce to experience high growth despite the challeng-
es. This thesis will, therefore, find the factors that contribute to the growth of e-commerce as well as

the problems and the solutions to these challenges.

Finland, on the other hand, has a developed e-commerce market. Developed e-commerce is mainly

attributed to developed digital marketing technologies. Various social media platforms have estab-



lished a strong foundation for e-commerce in Finland. Finland is known to have one of the highest
internets and broad penetration rates in the world. Internet penetration is at 84.8% and by 2021, the

penetration is projected to reach 85.4%. (Wadolowska 2017.)

According to data sources, about 80% of the people in Finland shop online. These contribute to about
$3700 average per capita income with the most purchase being the clothing and the home technology.
From the online shoppers, 90% of them buy via desktop. Only 3% and 6% of the buyers buy through
smartphone and tablets consecutively. The top industries selling online in Finland are fashion, which
accounts for 1.42 billion USD of the market share. It is followed by electronics and media, which gen-

erates 1.04 billion USD in sales (Wadolowska 2017.)

Most entrepreneurs who engage in the e-commerce sector have testified that the increased technology
has to a greater extent helped in the growth of the sector. Moreover, with the continual advancement in
information technology, as well as success in mobile connectivity and cloud computing, entrepreneurs
can always afford the advanced technologies to a higher extent. However, their decision to fully incor-
porate technology in their processes is often challenged by the fact that not so many people in Bangla-
desh are up to date with the technologies. Some people hardly allocate time to access how technology
could improve as well as ease their daily transactions activities and prefer to go to the traditional way
of doing business. Even so, several people have been able to commit to new technology trends and
innovations. They invest in newer technologies as and when they are available to stay relevant in the

ever-changing technological environment. (Hasan 2016.)

E-commerce has been impacting on the business process in Bangladesh, therefore, shaping the busi-
ness process in the country. Bangladesh is a country that is densely populated with a population of
about 153.51 million persons living in it (Hossain & Khandanker 2011, 401). Out of this population,
about 76 million are internet users, and with this, it is evident that Bangladesh is indeed a growing
economy. Bangladesh is a developing economy. Online transactions have been increasing over time at
a higher rate than had been anticipated. E-commerce uses a broader range of technologies such as the

electronic fund transfer (EFT) and the electronic data interchange (EDI).

Finland on the other hand has been receiving a positive economic growth. Finnish e-commerce has
been growing at a higher pace since most of its people have embraced e-commerce and are spending
an enormous amount of money on online transactions. The country has approximate of about 5.5 mil-

lion people, with a total GDP of 236.79 billion USD. There are about 3.32 million ecommerce users in
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Finland. In Finland, 32% of the population prefer to make payments using credit and debit cards, 31%
opt for direct payments, 13% prefer PayPal while 24% use invoice. (Wadolowska 2017)

The e-commerce market of Finland is facing a stabilization stage. The sector is projected to grow up to

2022.

NUMBER OF ONLINE SHOPPERS IN FINLAND

(in millions)

o~ ™ < 0 ~ o ~
m m ™M (4] ™ ™ <

2016 2017 2018 2019 2020 2021 2022

Figure 1. Number of online shoppers in Finland in millions (Adapted from Wadolowska 2017)

From figure 1, e-commerce is expected to grow at an increasing rate over the near future. In the year
2016, Finnish e-commerce growth increased by about 42 % compared to about 38% in the previous
year. At the same time, the average purchase increased by about 8%. This increase indicates increased
purchasing power. Finnish e-commerce has had significant growth. This is particularly propelled by
changes that led the industry to shift to a more professional direction, and the e-commerce industry
became strongly networked (Lindsay 2002). Moreover, the high purchasing power from foreigners
increases Finland opportunity to attract foreign retailers. Nonetheless, Finnish e-commerce market

faces stiff competition from other developed countries.

Competition among e-commerce businesses has improved due to the fusion of information technology

in their processes. Finland faces stiff competition from more developed nations such as the US and the
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UK, Sweden and Russia, where the country imports from some of the products sold through E-
commerce (Wadolowska 2017). What IT does in promoting competition is promoting easy processing
of data, easy way of gathering information, storage of collected materials, accumulation of knowledge
as well as boosting of communication. Entrepreneurs in these e-commerce centers must have an in-
depth knowledge about their organizational corporate resources which are vital to gaining competitive
advantage through the usage of information technology (Kotler, Wong, Saunders & Armstrong 2005).
A technological diffusion or infusion may be attributable to the fact that IT introduction onto an organ-
ization creates a further technological need and encourages product and policy innovation to meet such

needs (Kotler et al. 2005).

Most of the organizations in Bangladesh have gone online in the past six years. This is because they
have realized the relevance of e-commerce in both exchange and distribution (Sajid 2014.) The in-
creased internet users in Bangladesh have in no small extent stimulated the growth of e-commerce. E-
commerce has unique advantages such as the ease to reach people globally, ease of extension of the

enterprise, fast operations and also it is easy to obtain as well as retain the customers online.

E-commerce exists in various forms such as business to business e-commerce (B2B), business to con-
sumer e-commerce (B2C), consumer to consumer e-commerce (C2C) and finally business to govern-
ment e-commerce (B2G). The leading e-commerce platforms in Bangladesh include chaldal.com, kik-
sha.com, darez.com, chorka.com, bagdoom.com, kaymu.com, baglamart.com, muktobazaar.com,

shohoz.com and ekhanei.com (Hasan 2016).

2.4 The need for E-commerce in Bangladesh

Bangladesh needs to improve the performance of the e-commerce sector due to an increase in the
number of customers of late (Hossain & Khandanker 2011, 402). There has been an increased need for
the e-commerce services by the various stakeholders within the Bangladesh economy. There is also a
need for better operational performance by all e-commerce sites. In order to achieve this, various solu-
tions have been found to the challenges facing the e-commerce growth in Bangladesh. Part of these
solutions include various innovations to ensure that the e-commerce sector thrives. E-commerce how-
ever utilizes the use of computer and therefore most times face the challenge of high installation and
startup costs and also large maintenance costs. The high costs at some instances negatively affect the

performance of the e-commerce sector (Hasan 2016).
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There is therefore a need to understand the extent of growth of e-commerce in Bangladesh and the
challenges that hinders the e-commerce sector from thriving despite the current technological devel-
opments. Development of the e-commerce sector is quite important for the overall growth of the
Bangladesh economy (Hossain & Khandanker 2011, 402.) This development includes the use of the
debit and the credit cards in the performance of the daily transactions hence increase in the number of

increased sophistications in the new payment systems and other alternatives to holding money.

Furthermore, there is need to establish the satisfaction of using the practical solutions, which is to en-
hance the competitive advantage it would have on other competitors in the market. It is important to
be ahead of the competitors within the e-commerce sector to achieve success (Lindsay 2002). As the
world evolves, competitors engage in new technologies to outshine their rivals. Which has made it

relevant to adopt efficient technologies and to always stay ahead.

The use of information technology has expanded the rate at which people transact through the e-
commerce platforms. A considerable number are too lazy to engage in the traditional business transac-
tion. This reflects the great chance that information technology and the internet provide as an im-
portant tool for the success of e-commerce (Saunders 2014). If e-commerce is well supported within an
organization’s strategy, internet can always contribute to the sharing of information, exchange of in-
formation, building of business-customer relationship, actions as well as other market —oriented sup-

porting activities.

To facilitate financial deepening and the use of e-commerce, several banking institutions in Bangla-
desh have risen in support of the e-commerce sector (Saunders 2014). In response to this, mobile net-
works and financial institutions have adopted e-commerce and therefore the increase in mobile as well
agency banking. With this support, so many e-commerce platforms have emerged over the years. In an
effort to uphold their reputation and to solve several issues relating to their operations, e-commerce
sites have developed several techniques that are more convenient. For instance, the number of debit
transactions over the recent years has greatly increased (Fakhruddin 2017, 378). This is a great indica-
tion that the e-commerce has been heavily investing in this area and has taken a good part of their capi-

tal. The issue of cost is therefore a sensitive issue.

In as much as a certain ratio of the total population look at e-commerce as a channel to cut on costs

and improve convenience of purchase, this might not be the case with the rest of the population espe-
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cially those in rural areas and low- income earners. Furthermore, the maintenance of e-commerce site
requires a lot of resources which increases the costs contrary to the high expectations. The question to
be answered therefore is whether the e-commerce growth contributes the overall economic growth of
Bangladesh and also whether the challenges facing the operation of the e-commerce have been proper-
ly tackled. Despite its significance, the e-commerce growth in Bangladesh effect is seen as a paradox.
E-commerce growth has come with disadvantages that may negatively affect the general economic

growth of the economy in Bangladesh (Hasan 2016).

Empirically, various studies have been tackled on the growth and challenges of e-commerce in Bang-
ladesh as well as Finland and the researchers have provided mixed reactions over the level of growth
of e-commerce in both countries as well as challenges that each country mentioned faces in the e-
commerce sector. Bhowmik (2012, 131) found out that in the current world, the growth of any nation

can be measured by how well the e-commerce sector has grown.

Mobile banking could be a factor that can facilitate the development of e-commerce apart from the use
of the debit and the credit cards (Sajid 2014). This particular innovation had a moderating effect on the
performance of e-commerce sector in Bangladesh. Sajid (2014) also found out that the development
and challenges of e-commerce sector had no significant relationship with the performance of the e-
commerce. It is therefore in amidst the confusion that this study was developed with a purpose to ex-
amine the growth and challenges of e-commerce in Bangladesh as well as to make a comparison with

Finland.

This thesis however differs from Sajid (2014) because it makes a comparison to Finland. This is so as
to have a broad and detailed analysis of the growth of e-commerce in both these countries and also see
if the challenges facing the e-commerce sector in both these two countries are similar or differ in so
many ways. This thesis also differs from Bhowmik (2012, 133) study on the growth and challenges
facing the e-commerce in Bangladesh as it covers up to 2016. This provides a most recent analysis of

how e-commerce has grown and the current challenges facing the e-commerce.

2.5 History of E-commerce in Bangladesh and Finland

In the year 2009, Central Bank of Bangladesh begun permitting online transactions. In the year 2013,

the central bank advanced its permission to the online purchase of goods and services through the cred-
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it cards. Since then, the e-commerce market has grown with estimates provided by the e-commerce
association of Bangladesh being the existence of 720 e-commerce markets and about 7,559 e-
commerce pages. Facebook is a popular platform through which e-commerce carries transactions. This
has resulted in most e-commerce business to ignore the creation of e-commerce platforms (Statistics

2017).
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FIGURE 2. Growth of E-commerce in Bangladesh between 2010 and 2016 (Adapted from Statistics
2017)

The vertical axis shows the rate of e-commerce in Bangladesh while the horizontal axis indicates the

number of years which ranges from 2010 to 2016.

Finland is a developed country and penetration of e-commerce has been a success. The success of e-
commerce is mainly due to the availability of a variety of goods at low prices. One unique thing about
Finland e-commerce is that they mostly rely on foreign retailers for the online transaction. Various
statistics have shown that e-commerce has been increasing in Finland over the past six years but the

increasing rate of growth in Finland is not the same as Finland since being a developed country e-
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commerce grew long time ago. Therefore, the Finnish e-commerce market has been facing a stabiliza-

tion stage as shown by the graph below.
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FIGURE 3. Growth of E-commerce in Finland between 2010 and 2016 (Adapted from Dong 2017)

The vertical axis shows the growth of e-commerce in Finland while the horizontal axis indicates the

number of years ranging from 2010 to 2016.

2.6 Sources of Funds for E-commerce in Bangladesh and Finland

There are various means of obtaining funds for e-commerce business. First, one can get money
through personal savings. This is especially advantageous when the entrepreneur is not sure about high
returns and also to avoid high costs of lending. Another means of obtaining funds to start the e-
commerce business is through family and friends. This may be especially cheap due to low or zero

existence of interest.
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Use of credit cards may also be a natural source of cash especially when one has several credit cards.
Another source of funds for e-commerce is the peer to peer loan. These are the online lending net-

works that provide individuals with unsecured loans.

Bank loans are also another way of obtaining funds to start e-commerce business. Various researchers
believe that banks are the main external capital providers for the e-commerce sector in both Finland
and Bangladesh. During the development and growth of e-commerce, the financial systems play a fun-
damental role by serving as an alternative source of funds. A postulation made by Sajid (2014) was
that commercial banks constitute the most widely used source of funds to finance most e-commerce
operations. This declaration was supported by Hossain (2018), asserting that commercial banks loans
for starting e-commerce operations are in most cases short-term loans, while in some instances, some
banks may offer long-term loans. It is assumed that bank loans are available for e-commerce on a fair

and competitive basis (Hasan 2016).

According to Oishe (2017), for the e-commerce sector to be able to maximize its capital structure, it
will need to focus more on bank financing. Besides, despite bank financing being more expensive in
comparison to other alternative financing, it has the ability of generating higher rate of return for the e-
commerce sector. Oishe (2017) further inferred that bank finance can help e-commerce to achieve bet-
ter performance levels than other sources of finance. This is because e-commerce tends better utilize

the funds as they are monitored and answerable to banks.

Moreover, when banks act as a source of financing for e-commerce, they will always demand the op-
erators of e-commerce to provide evidence of their sites’ capacity to pay interest as well as the princi-
pal on the agreed duration (Mohiuddin 2014, 05). Therefore, banks can know the ability of various e-
commerce sites to pay their loans through their financial statements that they make each year. Moreo-

ver, banks always demand security, to cater for the cases of loan default (Mohiuddin 2014, 05).

In most situations, raising of funds for the immediate purchase of certain machines and equipment is
of great challenge to most e-commerce sector. This leads to the e-commerce sector resorting to in-
stallment packages for purchases. By doing this, they have to pay an initial deposit before the rest is
spread across a period, either weekly or monthly, running into years, usually three to five years period.
However, an alternative to this is equipment leasing. Leasing allows e-commerce firms to have a
greater investment flexibility and only smaller amounts of capital is required by the firm at any given

particular period. However, the cost involved by doing this is always much higher than the cost of
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making a purchase once. In situations where continued specialized maintenance and protection against

obsolescence is required, leasing may be more suitable (Oishe 2017).

Due to existence of risk and problems with information obscurity typically being more severe during
the initial stages of e-commerce development, internal equity financing is therefore best represented by
owner-manager personal savings which acts as an important source of funding for e-commerce in these
advanced stages that is start-up cost (Hasan 2016). During their operations, and as they are growing,
they tend to decrease the dependence on this source of finance and progress into alternative ones. Ven-
ture capital and internal generated profits are just two instances of equity options e-commerce seek to

expand as they grow.

Generally, equity capital is funds invested in the firm without having a specific repayment date. It is a
situation where the supplier of the equity capital is actually investing in the business. According to
Bhowmik (2012), equity capital can either be generated internally or externally depending on the size
of the money required. Internal equity in most occasions is from the owners of the company, friends,
family members or it could be the retained profit from the firm. External equity is capital mostly ac-

quired from external channels apart from the existing partners, friends and relatives.

Venture capital is actually a financing means through which funds are raised from the available inves-
tors and reassigned by making an investment in high risk informational ambiguous firms. Such firms
are in most cases in their early stages. According to Bhowmik (2012), venture capital as a pool of eq-
uity capital contributed by wealthy individuals normally as limited partners, and they are professional-
ly managed by general partners for a fee. The fee is usually a proportion of the total gain on invest-
ments. Venture capital firms are therefore investment firms. According to Bhowmik (2012), the ven-
ture capitalist practically participates in the strategic planning and making of decisions in the firm. The
venture capital market often consists of public entities together with small business investment corpo-

rations and also the private limited partnerships.

One major feature of venture capital is that it involves enormous levels of irregular information and
unreliability as well as more assets that are not tangible. Venture capital organizations usually target
the organizations that have the possibility of rapid growth, with profits that are above average. These
targeted companies must also take an initiative to go public within some few years and should be less
than 10. They usually target to cash in on their investments if prices are substantially above their ini-

tial investments in the respective organizations (Bhowmik 2012).
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Venture capitalists aid e-commerce to provide solutions to many informational problems that they
face. Venture capital also helps in provision of additional sources of capital. With the assistance of
increasing their financial flexibility, venture capitalists offer e-commerce the chance to source funds
from other financial channels. Such channels include insurance companies and banks. Nevertheless,
the supply of venture capital appears to be somehow inflexible, at least in the short-run, as they can

only be used when the necessary experience and skills is available (Bhowmik 2012).

Another unique form of raising capital in the e-commerce sector is through joint venture. From the
word itself, joint venture is a strategic alliance that is very common in today’s businesses operations. It
is usually the situation in which two or more business organizations come together to form a new enti-
ty. The main reason for this is to provide these organizations with the necessary competitive advantage
within the environment in which they operate (Hasan 2016.) Joint venture is also formed to increase

profitability aspects.

When resources for two entities are combined, they exert an expansive power to influence decision in
the competitive market as well as well as facilitate attainment of coordination. The newly formed or-
ganization may be able to perform more efficiently than the previous organizations. This creates ut-

most results in greater profits for the firms involved than they would have achieved as separate entities

(Hasan 2016).

Small e-commerce firms have a tendency to attain massive benefits when they form a joint venture and
are usually put in a better financial position than they were before. In addition, joint venture does stand
a better chance of obtaining loan as more creditors and investors’ will increase their confidence in the
new firms. Joint entities guarantee the creditors that their funds will be returned as their assets base

have widened (Hasan 2016).

There are always no intermediaries in business ventures compared with other external sources of fi-
nancing. According to Hasan (2016), ventures are usually a combination of wealthy individuals with
long business experience who usually invest directly in high growth e-commerce that they did not
have previous relationship. Most of these individuals tend to have some techniques concerning the
business and are prosperous professionals who may have a lot of money to invest. They are often cat-
egorized in the casual sector because there is no specific market where their investment is carried out

and are in most cases contacted through deal makers such as accountants and business associates.
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There are some features that can be seen in business ventures, that makes it the ideal option for e-
commerce. Previously, business ventures are more active at their early stages of the business, closing
the so-called ‘equity gap’ by facilitating a ‘bridge’ between internal financing sources and outside fi-
nancing. Secondly, there is a low rate of denial and is a very tolerant form of capital with longer exit
perception. The financiers of joint venture tend to be more understanding to the needs of e-commerce
owner. Finally, the venture investors always prefer to invest in local economies where majority of e-

commerce operate (Hasan 2016).

Crowd funding is also another means through which e-commerce obtain funds. Crowd funding is the
means of raising small amounts of capital from many individuals to fund a certain business operation
(Hasan 2016). It makes use of easy accessibility of a large number of people through various social
media platforms. Usually, social media brings together the investors and the entrepreneurs and in-
crease the probability of entrepreneurship by expanding a pool of investors from whom the funds can

be raised beyond the traditional venture capitalists.

2.7 E-commerce Business Revenue in Bangladesh and Finland between 2010 and 2016.

Revenue generated from e-commerce business in both Bangladesh and Finland is observed to be

Increasing as shown in Table 1.

TABLE 1. Revenue generated in billions by e-commerce business in Bangladesh between 2010 and

2016 (Alwahaishi, Nehari-Talet & Snasel 2009)

Years | B2B B2C c2C C2B B2A C2A
2010 | $400 $200 $450 $138 $88 $78
2011 | $420 $220 $570 $140 $87 $65
2012 | $445 $210 $640 $150 $90 $67
2013 | $450 $238 $740 $143 $96 $92




2014 | $502 $240 $820 $145 $95 $98
2015 | $550 $250 $870 $132 $97 $99
2016 | $600 $280 $900 $134 $98 $93
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From table 1, it can be observed that the leading e-commerce platform in the revenue generation is the

consumer to consumer platform followed by business to business platforms. The business to business

platform generated an amount of between $400 and $600 billion indicating a growth while the con-

sumer to consumer platform generated an amount of between $450 and $700 billion also showing that

there has been rapid growth. The other e-commerce platform has been producing a fluctuating revenue

indicating that they have not grown that much as compared to the latter two.

TABLE 2. Revenue generated from e-commerce business in Finland in billion dollars between the

year 2010 and 2016 (Adapted from Dong 2017)

Years B2B B2C c2C C2B B2A C2A
2010 $600 $300 $650 $400 $324 $321
2011 $609 $322 $675 $469 $339 $324
2012 $670 $319 $856 $476 $346 $312
2013 $720 $332 $878 $512 $349 $315
2014 $870 $333 $900 $522 $356 $316
2015 $956 $346 $917 $539 $382 $319
2016 $982 $348 $918 $543 $396 $329

From table 2, it can be observed that the e-commerce sector has grown in Finland as compared to

Bangladesh. Every e-commerce platform has been recording an upward trend of revenue generation as

compared to Bangladesh. Moreover, while in Bangladesh the consumer to consumer (C2C) platform

was the leading e-commerce platform in revenue generation, In Finland there have been the same trend
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with consumer to consumer recording a revenue generation of $650 in 2010 to $918 in 2016 but in the
years 2015 and 2016 the business to business (B2B) e-commerce platform was the leading recording a

revenue of $870 in the year 2015 and $982 in the year 2016.
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3 RESEARCH AND REPORTING METHODS

This chapter covers how the research objectives will be achieved. The research methods are the tech-
niques used to conduct a study. Therefore, research methods represent the tools of the study, and pro-
vide the researcher with ways to collect, group and how the analyzed information will be presented so
that the researcher can come to some conclusions. It is mostly a combination of theoretical and empiri-

cal type of data (Creswell & Creswell 2017).

3.1 Research Strategy

A researcher makes use of research strategy to answer the research questions. It is therefore, the re-
search objectives and questions that guide the choice of the research strategy (Kratochwill 2013.) Be-
sides, there are other factors that determine the choice of research strategies. Such factors include phil-

osophical underpinnings, time available for the research, and the extent of prevailing knowledge.

The research strategy enables the researcher to achieve timely production of results and detailed re-
porting. The research strategy also helps the researcher to have a clear understanding of the objectives

needed to be achieved (Kratochwill 2013).

The objectives that need to be achieved in these cases are;

e To determine the factors facilitating e-commerce in Bangladesh.

To identify the challenges of e-commerce in Bangladesh.

e To come up with the solutions of the challenges facing e-commerce.

e To determine the factors facilitating the growth of e-commerce in Finland.

e To determine the challenges of e-commerce in Finland as well as to come up with the solutions

to these challenges.
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3.2 Research Design

The research objectives determine the method to be used in carrying out research (Marczyk, DeMatteo
& Festinger, 2017). Research design is the structure of the research and holds all the elements in the
research project together. It is actually the plan of the proposed research work. Research design is the
arrangement of the condition for the collection and analysis of data in a manner that aims to combine
relevance to the research purpose with economy and procedure (Creswell & Creswell 2017). There-
fore, the research design can be seen as a master plan that specifies the methods and procedure for col-
lecting and analyzing needed information. Research design is a representation of the blueprint for the

collection and the analysis of data.

There are several categories of research design such as the formative research. Formative research
forms the basis in which the research is started. It often the first stage of the research. This type of re-
search mainly aims to achieve insights into the phenomenon that exists. Formative research helps in
the formulation of the hypothesis from which the reach problem that needs in depth investigation is
found. In situations where there are a few or unavailable knowledge about the problem, then explorato-
ry research is more appropriate (Creswell & Creswell 2017). The goals of this research is to find out
the extend of growth of e-commerce as well as the main challenges, test the feasibility and undertake

extensive research.

The second category of research design is the descriptive research design. It is used to obtain and iden-
tify information on the nature of a particular issue like a community. Descriptive Research is always
concrete or abstract in nature. It is used to identify and obtain information on characteristics of a par-
ticular issue like a group or people. Governments for example usually use this type of research to con-
duct population census, as well as collection of social indicators that can be used to take decisions on
the provision of amenities to a community or a country. Its usage is prominent in socio-economic sur-
vey and analysis of job activities. At the end of the research, the researcher should have been able to
answer questions such as; what, who, where, how and when. The views of a society, a community or
country can be obtained through the usage of descriptive research. It is directed at making careful ob-
servations and detailed documentation of a phenomenon of interest and must be based on the scientific

method, which are more reliable than casual observation (Creswell & Creswell 2017.)

Another important category of research design is explanatory research. Explanatory research design is

often conducted to explore a new phenomenon, that is means a study which has not been tackled. It
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neither involves comparison nor factors of change. Researchers normally use this type of research to
obtain insight in an unknown area through formulation of a problem to allow specific investigations to
be done. The researcher is always guided by concepts which guide him to arrive at facts. It tries to
connect the dots in research, by noting the natural factors and outcomes of the target phenomenon

(Creswell & Creswell 2017.)

Experimental research on the other hand is usually carried out to test relationship between variables
under controlled situation. Controlling of phenomenon means condition should not be allowed to
change while the experimentation is ongoing. It is mostly considered to be the *“gold standard” in re-
search designs, which is one of the rigorous of all research designs. Its internal soundness is a unique
strength because of the ability to connect the cause and effect through manipulation of treatment, while

at the same time controlling the spurious effect of extraneous variable (Creswell & Creswell 2017).

In conjunction with the research design, this study was done to examine the growth and challenges of
e-commerce in Bangladesh and also offer a comparison between Bangladesh and Finland. The study
was conducted in Bangladesh a country in Asia. The survey covered about 200 e-commerce sites in
Bangladesh, but the main focus was on the leading top 10 e-commerce sites between the years 2010
and 2016. Secondary data was also collected in Finland to see how it compares to Bangladesh when it
comes to growth and challenges of e-commerce. Data was also obtained from the Bangladesh Devel-

opment Research center. Panel data was used whereby top 10 e-commerce was analyzed.

3.3 Research Methodology

Theoretical methods provide explanatory principles for a phenomenon, which is mostly based on an
abstract rather than a reality. Empirical method contradicts with the theoretical method in that it re-
quires the researcher to gather data which could be done by either experimenting or observing a phe-

nomenon.

Gathered data or hypothesis are explained by the models developed to find out the relationship be-
tween the data and relevant variables of the environment. The results of empirical research should be
able to be replicated as adherence to this method implies the use of objective, reliable and valid re-

search methodology and criteria.
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The information or data collected and analyzed is primarily non quantitative in character, consisting of
textual materials such as interview transcripts, field notes, and documents or visual materials such as
artifacts, photographs, video recordings, and internet sites, that document human experiences about
others or self in social action and reflexive states. Therefore, qualitative research is an umbrella term
for a wide variety of approaches and methods for the study of natural social life. Qualitative research is
a research that is based on descriptive data that does not regularly use statistical procedures (Creswell

& Creswell 2017).

It is known that a social phenomenon is best explained and understood with the help of a qualitative
research, which actually uses the interviews, observations, documents and others to gather information.
Most of the information gathered are data collected from respondents who have personal experiences
in a particular subject matter. They are often stories about life obtained through interviews, observa-
tions, interactions and visual texts which is of greater significant to people’s life (Creswell & Creswell
2017.) Naturalistic inquiry remains solidly based on the nonfictional realm of social reality for its in-

vestigation, yet its write-ups can employ expressive and creative literary components.

Most researchers prefer using qualitative methods in conducting studies because they will have to use
their senses such as eyes, ears and intelligence to collect deep rooted perceptions of the target popula-
tion, events and places. Various methods are utilized in this kind of methodology, and often include,
direct observation, focus groups, open-ended surveys, interviews, oral narration of the history, obser-
vation by the participants, observation that is ethnographic as well as deep analysis of contents (Cre-

swell & Creswell 2017).

The essence of quantitative research is the study of the relationships between variables. For quantita-
tive researcher, reality is conceptualized as variables and the ultimate objective is to find out how dif-
ferent variables are related to each other, and why. Several other authors define quantitative methods
as the research that involves the coordination among variables after they have been operationalized
hence allowing a researcher to measure study outcome (Creswell & Creswell 2017). Concisely, it in-
vestigates the relationship between variables with the prioritized goal being to analyze and make a

representation of the data mathematically through statistical analysis.

Despite the advantages qualitative methodology has in terms of data collection, there are disadvantages
that hamper the methodology. The scope usually formed in this methodology is limited which makes

the generalization of the study highly impossible. Researchers also must use caution with these meth-
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ods to ensure that they themselves do not bring undue personal bias to their interpretation of the feel-

ings (Creswell & Creswell 2017).

One common feature associated with quantitative research methods is, they are numerical in nature
and they are analyzed using mathematical and statistical methods (Creswell & Creswell 2017). There-
fore, at the end of the study, the conclusion must be either to confirm or disconfirm a phenomenon.

Some variables are identified that are used in the research work, then data collection is followed.

Quantitative data is mostly sourced from surveys, observations or secondary sources (Creswell & Cre-
swell 2017.) Surveys usually involve the usage of questionnaires, which are series of questions devel-
oped for the sole purpose of gathering information from respondents. Technology in recent times have
made it possible and easy for researchers to develop and disseminate questionnaires online as web-
based surveys are adopted. Most questions to be answered are always closed ended with multiple-
choice answers. They are then analyzed, which usually involve graphs such as pie chart, bar charts and
percentages. Questionnaires increases speed of data collection, low or no cost requirements, and higher

levels of objectivity compared to other methods of primary data collection

The research approach is usually divided into deductive research approach, the inductive research ap-
proach, and the abductive research approach. This thesis utilizes the inductive research approach. This
is because the inductive approach is based on learning. Besides the thesis also used quantitative re-

search method in carrying out research.

3.4 Data Collection and Study Area

Data collection is the process of obtaining data from either primary or secondary sources (Creswell &
Creswell 2017.) This process is the most important for the study successful completed. This study
made use of both primary and secondary data, but a lot of emphasis was placed on the primary data to
verify the true picture of the situation. Primary data are those that are collected a fresh and for the first
time, and therefore it happens to be the original in data. The main reason as to why they are collected
is to serve as the basis for the analysis. Primary data are in all cases not published and therefore they
are reliable, objective and authentic. Because they are atomic data with no the touch of humans, its
credibility is of more importance to the secondary data. Most of the primary data are obtained from

questionnaires, experiments, surveys, interviews as well as observations.
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Secondary data on the other hand, are those which have been collected already and which have al-
ready been passed through the statistical process. They are often data collected form a source that has
been published in any form such as journals. Secondary data serves as a relevant source of data espe-
cially when primary data is not readily available. There are several sources of secondary data that
could be used to get the information needed. Magazines, books, journals/ periodicals, published elec-
tronic sources, e-journals and others can all be good sources of secondary data to researchers (Cre-

swell & Creswell 2017.)

A sample is a population's subset used in representing the entire group as a whole (Mujere 2016.) The
reason for using samples in any research is because the number of objects or people involved is too
large and hence it is impractical to survey every member. This study selected members of a given pop-
ulation to help in arriving at the conclusion of the whole population. The study also ensured that the
samples selected represented all relevant characteristics and features of a population. It was thus possi-
ble for the researcher to generalize the results represented in a sample. In research, sampling enables a
researcher to use the targeted population in selecting an adequate number of elements to enhance in

making generalizations about the sample and its features (Mujere 2016, 118).

In this thesis, the questionnaires used were made up of ten questions, attempting to get information
from the entrepreneurs who operated the e-commerce business. The research was conducted majorly
on the entire population of Bangladesh because sample represented the entire Bangladesh region. Use
of questionnaires was to ensure that we know how their sales revenue was being monitored. Therefore,
questionnaires containing 10 questions were supplied to respondents who used the e-commerce in their
daily transactions. The researcher categorized the questionnaires into parts such as, technology revenue
and basic information concerning the e-commerce. Both open and closed ended questions were used

with the use of closed ended questions dominating.

There was a need for two facilitators to aid in collection of data from both Bangladesh and Finland.
The facilitators were to communicate to the respondents as instructed by the researcher on the type of
research being conducted. Emails were used to facilitate sending of the questionnaires to the facilita-
tors. Moreover, respondents were supervised by the research facilitators, who made sure that the ques-
tions were responded to correctly to fulfill the research objectives. A sample of 500 users of e-
commerce were given the questionnaire and also 100 e-commerce operators were to answer the ques-

tionnaire. A total of 450 responses were collected among the users while a total of 90 responses were
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collected from the users. The facilitators were to inform the researcher upon the completion of the en-

tire process hence paving way for further analysis of the results.

This thesis also used secondary data. The secondary data will be obtained from the Bangladesh Bureau
of statistics, the ministry of finance, the Bangladesh Bank, the annual publications, the Bangladesh
economic survey, board of investment of Bangladesh, audited financial statements of the top e-
commerce sites in Bangladesh and statistical abstracts. Secondary date covered 10 top e-commerce
sites within Bangladesh. For comparison with Finland, secondary data was also collected from the in-
ternational statistical system, the statistical office of the European Union and the organization for eco-

nomic corporation and development.

The thesis used secondary data which it obtained from Bangladesh bureau of statistics, the ministry of
finance, Bangladesh economic survey, financial and economic journals, audited financial statements of
the various e-commerce sites. Secondary data regarding the Finnish e-commerce of the top 10 e-
commerce sites is collected for comparison. The thesis also utilizes the primary source of data that is

the information obtained from the questionnaires.
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4 RESEARCH ANALYSIS

This study examined the growth and challenges of e-commerce in Bangladesh as well as how it com-
pares to Finland. The analysis was done on the performance of the e-commerce sites in terms of profit-
ability. Therefore, the effects of various e-commerce innovations on the financial performance of the

e-commerce sites were thoroughly examined.

4.1 Information from Respondents

Respondents were both from Bangladesh and Finland with the main focus on people who use e-
commerce transactions on their day to day operations to carry out their transactions and those who
operate the e-commerce network. Several questionnaires were sent to the respondents in Finland
through the mails. These questionnaires were sent to the people who utilized several means of e-
commerce transactions. These transactions ranged from business to business, business to consumers,

consumer to consumer, consumer to administrations and marketing to administration.

Bangladesh respondents Finland respondents

]

SN

w

N

=

B Male ™ Females

Figure 4. Gender of ecommerce consumers
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According to figure 4, the first category of the respondents represents the gender that is the males and

the females. It was observed that most of the users of e-commerce are males.

35
3
2.5
2
1.5
1
0.5
0
Bangladesh Finland respondents
Respondents

M 20-Nov m21-30 m31-41 41-50 ®Above 50

Figure 5. Age of ecommerce consumers

The third category was based on age distribution. The research found out that most people in the e-
commerce business range between the ages of 21 to 30 in both Finland and Bangladesh (FIGURE 5).
The second category that had the highest response was between ages 31 to 40. This could be attributed
to the fact that these people are more aware of technological progress than those who lie at the age of
above 30. The fourth category was that of the original citizen and the foreigners. In Finland for in-
stance, the number of foreigners operating the e-commerce business was higher than the Citizens of
Finland, but the number of people who purchased products and services through the e-commerce was

mostly the citizens of both the nations, Bangladesh and Finland.

4.2 Challenges facing the current e-commerce business

In Bangladesh, the main challenge facing the e-commerce is the lack of debit cards and credit card

users. By the year 2016, there were only 42% of the entire population with debit cards and about 60 %



31

of the entire population with credit cards. However, out of these, only 1% of the debit card holders use
them in the e-commerce business while the rest only activate their cards through the automated teller
machines. This could be majorly attributed by lack of awareness of the existence of the debit cards and
also lack of infrastructure that is customer friendly. Moreover, the high amount of fees charged when

issuing these debit cards also discourages the consumers.

The regulatory system also hinders the development of e-commerce, for instance, the use of the tax ID.
Finally, the significant challenge currently facing e-commerce is the existence of fraud. A lot of people
with malicious intentions are taking advantages of the online transactions corrupt the system. This
problem is major because some people have more advanced technological knowledge and are taking
advantage of these to take advantage of other people. Moreover, changing technology over time con-

tribute to fraudulent activities.

In Finland however, the current challenges facing e-commerce are quite different as compared to that
of Bangladesh. Firstly, there is a slow adjustment regarding the local modifications regarding the pay-
ment methods as well as return handling. This is because most of the people who operate the Finnish
e-commerce sector are foreigners. There also exists expensive freight rules and prices concerning the
free returns. This mainly affects e-commerce providers from foreign nations. There is also a challenge
of the existence of fraud. About 50% of e-commerce retailers experience fraud. This could be attribut-
ed to the fact that the fraud tactics evolve each and every time due to dynamic technology making the
matter more complicated. However, Finland deals mostly with the cross-border e-commerce and expe-

rience fewer fraud cases as compared to Bangladesh.

Another main challenge currently facing e-commerce is the multiple data identity elements required
for sound decision making. The need to reduce the online fraud at the same time maintaining an excel-
lent customer experience requires various e-commerce organizations to accurately and quickly verify

their identities, yet it is not enough to only look at the identity elements of the individuals.

4.3 Usage of the Software Application

The analysis of the usage of the software application in both Bangladesh and Finland is necessary as it

goes hand in hand with e-commerce. The software application is the software designed to perform a

group of coordinated functions for the user benefit. In Bangladesh, the use of the software application
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first evolved in the year 1960. Since then, there has been an increasing number of users of the software
application. About 35% of the Bangladesh population is using the software while the remaining 65%
only know of the existence of software application but are not using them. However, the usage of the
software application has not stabilized, but there is a potential for advancement. On the other hand,

about 49% of the Finland population are using the software application while the rest are only aware.

4.4 Management of the E-commerce Website

Through the information from the respondents who utilize e-commerce, there are several ways of
managing the e-commerce website. This includes advertisement. People will not be aware of the exist-
ence of a particular e-commerce website unless they are made aware of through the ad. Management
of e-commerce can also be through conversion-based landing pages. This always helps in attracting
people to a specific e-commerce landing page. Both the respondents from Finland and Bangladesh

agreed on these methods of managing the e-commerce website.
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S RESEARCH FINDINGS AND RECOMMENDATIONS

This chapter discusses the results and findings based on this research. The significance of the research
is to assess the growth of e-commerce in Bangladesh as well as Finland and also the challenges faced

by e-commerce in the two nations.

The research was also aimed to come up with the practical solutions mainly to the challenges facing e-
commerce and therefore encourage the e-commerce sector to grow to their full potential. Secondary
data and also the information collected from the respondents is what these findings are all about. The
research 1s presented both on the empirical data findings from both the primary as well as the second-

ary data from chapter two.

5.1 Summary of Research

E-commerce is a technological advancement in the manner in which financial transactions are carried
out. There are many types of e-commerce than what the research focused on. Bangladesh and Finland
have many e-commerce platforms, but this thesis took into consideration the top 10 largest e-
commerce businesses in both countries. Secondary data revealed adoption and further use of various
forms of technology such as the use of mobile phones, debit cards and the credit cards by the people of
Bangladesh led to an increase in the growth of the e-commerce sector. Increased performance was ob-
served over the study period generally. The study that was discussed at the literature review covered

periods 2010 through 2016.

The objective of this thesis was to examine the growth of e-commerce in Bangladesh and Finland as
well as the challenges facing the e-commerce sector and to finally come up with the solutions to this
challenge. However, this thesis focused on the annual number of transactions through the e-commerce
and their effects on the general e-commerce sector. The thesis sought to analyze what factors promote
the growth of e-commerce and what challenges hinder e-commerce in both Bangladesh and Finland.
The thesis sought to answer several questions as mentioned in the first chapter. To explain more about
these concepts, literature from books was obtained at the theoretical literature review where various
theories which explain e-business performance were looked at. For example, the diffusion theory of

innovation was discussed in the second chapter. Various studies on this subject matter were analyzed
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under the empirical literature review. Data used was panel data which was secondary in nature drawn
from the Bangladesh bureau of statistics and various books and journals from both Bangladesh and
Finland. Primary data collected through the questionnaires was also used to facilitate the secondary
data. Panel data was the top 10 e-commerce business in both Bangladesh and Finland was analyzed for

the periods 2010 through 2016.

The research intended to come up with factors that facilitate the growth of e-commerce in Bangladesh
as well as Finland, the levels of growth of e-commerce on both these two countries and the solutions to
the challenges facing the e-commerce in these two countries. There was the necessity to conduct prac-
tice-based research meaning the need to obtain information directly from their respondents; therefore,

the need to use a software application that sought to solve the problem.

Questionnaires were distributed to several people who run the e-commerce business and also the
people who just took part in transacting through the e-commerce in both Bangladesh and Finland to get
their views on several issues concerning the e-commerce. 1200 questionnaires were issued in both
Bangladesh and Finland and out of these 540 respondents returned their questionnaires in Finland
while 580 respondents returned their questionnaires from Bangladesh. For easy analysis of the data
from the surveys, the data from the respondents were entered into a simple grid for straightforward

interpretation.

5.2 Discussion

This thesis therefore critically analyzes the growth and challenges of e-commerce in Bangladesh as
well as Finland. The analysis was done on the data collected through the questionnaires and also the
secondary data collected from the secondary sources. There was the need to provide means for the
people of more people in Bangladesh to either be educated of the internet use or be made aware of the
use of the internet, therefore, encouraging the number of people with the internet access. For the suc-
cess of the e-commerce sector, there was a need for an increase in the issuing of debit cards to encour-
age transactions through e-commerce. This information was majorly obtained from the people operat-
ing the e-commerce business in Bangladesh as well as the secondary sources on the challenges facing

the e-commerce business.
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In this thesis, growth and challenges facing e-commerce have been analyzed by comparing the e-
commerce sectors in Bangladesh and Finland. For any business activities to thrive with e-commerce
included, they should be able to monitor sales, to use proper methods of keeping records as well as
record transactions. The ability e-commerce to proper monitor revenue within its operation monitoring

is something that is highly appreciated and encouraged to be to go on.

The use of software applications to monitor revenue, could not be left out. It had been pointed out ear-
lier that only a few numbers of businesses engaged in e-commerce are using software applications ac-
tively to monitor revenue on their day to day activities. There is therefore the need to introduce an ap-
plication that needs to be used since the study showed that a large proportion of the population were
willing to use it. Reasons given for not using the software application include the high cost of acquisi-
tion and also the high maintenance cost, lack of adequate knowledge in software application. The the-
sis therefore found out that there is need of educating entrepreneurs, ensuring that the software appli-
cations are cheaper and that they are easily accessible, and most importantly providing training that

would enhance their understanding of software application and the necessity to use it.

Furthermore, an interesting revelation in conjunction with the growth and challenges facing the e-
commerce that needs to be addressed relates to the critical challenges that e-commerce face in the try-
ing to monitor revenue. The thesis showed a number of problems such as difficulties in basic compu-
tation of revenues, data loss through theft and hacking of data based, lack of acceptance by the society
among other challenges. The thesis after enumerating this challenge found out that that the introduc-

tion as well as the use of application software will contribute to reduction of the challenges mentioned.

There is also the desire among the owners of the e-commerce sites for people to accept as well as to
make use of their phones and computers to access the e-commerce websites and make their purchase
as many people especially in Bangladesh were not willing to change from the traditional way of doing
business. The thesis found out the evidence that showed, there exists adequate knowledge about soft-
ware applications that could be used by the people to carry out the e-commerce transactions. However,
most people did not trust the operation of e-commerce and therefore e-commerce posed a major prob-
lem. Concerning the problem of revenue monetization, in most developing e-commerce sites, there
was the desire to make use the software application as this was necessary for the operation of e-

commerce.
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There was also a need for robust e-commerce privacy policies to encourage more people to transact
through e-commerce. This data was obtained from the respondents of both Bangladesh and Finland as
well from the secondary data sources of these two countries. For the e-commerce sector to succeed,
there was also a need to develop various measures that will ensure online marketing practices were

practiced successfully.

Moreover, fewer people, especially in Bangladesh, engaged actively in the use of software applica-
tions. There was, therefore, the need to introduce education about the use of software application since
the study showed that in as much as the people were more willing to use the application, they either
had no clue or just a little knowledge about the use of software application. With more people having
experience with the use of software application then the number of entrepreneurs ready to participate
in the e-commerce business will also increase. There will be even more people transacting their daily
transactions through the e-commerce platform. After the analysis obtained from the respondents of
Finland, the issue of the use of software application did not seem to pose any significant challenge as

the country had enormously invested in the software application.

Being a developing country, people in Bangladesh raised a concern about the increase in fraudulent
activities in the e-commerce sector. These were majorly attributed to the fact that as the majority of the
population were learning about the use of internet and transactions through e-commerce, some were
already well informed in this sector and therefore took advantage of the lesser informed population.
The cases of fraudulent activities were not much observed from the respondents from Finland and also

from the analysis of the secondary data on challenges facing e-commerce in Bangladesh.

Finland, according to the data collected was found to have the highest internet penetration in the
world. This therefore, facilitates the growth of e-commerce in Finland. The reasons given for Finland
having a popular and growing e-commerce was said to be driving the existence of the variety of goods

at lower prices.

On the analysis of the e-commerce transactions carried out by the people, many people were engaged
in the consumer to consumer e-commerce transactions. These were the same situations observed from
data of both Finland and Bangladesh. The reason why many people prefer these is because of this cat-
egory of e-commerce facilitates transactions between private individuals as well as increasing transac-
tions between these people. However, from the data collected from the people of Finland recent data

showed the prevalence of business to business e-commerce as compared to the consumer to consumer.
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5.3 Recommendations

E-commerce sector cannot realize its full potential without the entrepreneurs establishing a proper way
of conducting their business. This may be accomplished by e-commerce creating awareness about their
existence through the use of various platforms such as the Facebook pages and other social media plat-
forms. Moreover, this can also be achieved by e-commerce business developing a robust privacy poli-
cy to attract more consumers as well as preventing fraudulent activities and solve the problem of lack
of trust. Further studies should be done to expand the study through the inclusion of businesses from
different sectors to make a comparison on how each of them is using as well as benefiting from the
improvement of technology. Future studies should be done on how the government of Bangladesh may
utilize the systems of monitoring revenue in important institutions such as the public hospitals, public

offices to help reduce corruption and theft.

There is a need to expand further studies by the inclusion of businesses from different sectors to make
a comparison of how each one of them is using and benefiting from the development of technology.
Bangladesh is a developing country; hence it is encouraged to engage more in technological invest-
ment as it will not only help in the growth of the e-commerce business but will also promote monetiza-
tion of revenue from the various business platform. This will help in assisting the government in mak-

ing important decisions such as the amount of tax to be charged.

As for e-commerce in Finland, it is recommendable for limitation of the government regulations re-
garding the operation of e-commerce as some of the regulatory measures were hindering the growth of
e-commerce. E-commerce sector brings enormous opportunities to the business sector as it enables

24/7 business transactions.

5.4 Policy Implications

E-commerce growth makes the economic activities more zestful. E-commerce plays a paramount role
in attaining the anticipated economic growth and socio-economic development. E-commerce has at
least been successful achieving the increase in gross domestic product. Regarding the growth of

ecommerce, Bangladesh has to ensure that it follows some effective steps. One of the steps is that
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Bangladesh should strive to provide greater layers of security for its payment procedures. This can
only be achieved through upper level business courses in different disciplines such accounting, finance
and marketing. Moreover, management economics should be modified by ensuring there is integration
of e-commerce topics. Furthermore, the government should ensure maximum support of e-commerce

association of Bangladesh (e-CAB).

The government should take the internet as a fundamental element of business, particularly e-
commerce business and therefore ensure a great internet access especially in rural areas which lacks
high internet speed. There should also be a low-cost internet of access for the people in rural areas in
Bangladesh to ensure that the vision of digital Bangladesh becomes a reality. Moreover, e-commerce
sites should ensure timely deliveries to their customers. Bangladesh government should also ensure
that it addresses the growing concern for e-commerce in Bangladesh. Bangladesh should also ensure

that high IT security is maintained through the adoption of the latest IT technology.
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6 CONCLUSIONS

Bangladesh could be a potential user of e-commerce being the leading member of the least developed
countries in e-commerce transactions, even though just a few people in Bangladesh are benefiting from
e-commerce. Growth of e-commerce in Bangladesh should, therefore, strongly reflect on peoples’ live-
lihood. Thriving this potential sector ensures that all people of Bangladesh are benefiting. E-
marketplace is on the other hand a store of information that acts as an agent which provides buyers and
sellers with information on products. To increase participation of online shopping, the origin of con-
sumer confusion and risk that need to be identified should be apprehended and risk identified, under-

stood and finally alleviated.

Therefore, it was of prime importance for this thesis to come up with various solutions that will mobi-
lize people to engage in e-commerce either through purchase or through entrepreneurship. The thesis
found out that most applications on the market have universal functions which might not necessarily
have a positive impact on the promotion of e-commerce transactions. They are mostly developed
around default concepts which are applicable mostly in developed countries such as Finland but not
locally in Bangladesh. The study also discovered that Bangladesh being a developing country, most
people especially in the rural areas could not easily access the internet hence the need to have a local-
ized application which inculcate the Bangladesh culture in e-commerce business. Intensive adoption of
e-commerce may help businesspersons increase their income level along with improvement of custom-
er satisfaction. Buyers will benefit from reduction of cost. This would translate to improved standard

of living.

Technological know-how plays a significant role in the development of the e-commerce sector. The
technology ensures that there is a proper monetization of the customers as well as to ensure adequate
revenue monetization. The objective of the study was;

v To examine the growth of e-commerce in Bangladesh

v To explore the challenges of e-commerce in Bangladesh

v/ To compare the growth and challenges of e-commerce in Bangladesh with Finland

v’ To provide an understanding of the formulations of policies required of e-commerce
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The research was descriptive hence afforded the researcher the quantitative methodology while con-
ducting the study. Secondary data was collected through various ways as mentioned in chapter three.
Use of questionnaires as a primary source of data and questionnaires were structured in such a way
that could help the necessary information from the respondents. Facilitators helped in collection of

data in both Bangladesh and Finland.

The thesis found out that a lot needs to be done to ensure the growth of e-commerce in Bangladesh.
This was because there were a lot of challenges facing e-commerce in Bangladesh as compared to Fin-
land. The thesis, however, observed a positive trend of growth of e-commerce in Bangladesh and con-
cluded that the level of e-commerce would grow as long as the solutions that needed to solve the above
challenges are implemented. The thesis also observed a nearly stable level of e-commerce growth in
Finland. This was attributed to the fact that Finland was a developed nation and had advanced technol-
ogy as well as a large number of people with access to the internet. The thesis, however, found out that
despite Finland e-commerce market being developed, it faced several challenges such as the difficulty
of the foreigners to establish their e-commerce platforms and also a lot of regulations regarding the

operation of the e-commerce business.

The thesis faced some challenges such as lack of respondents but still was able to achieve the stated
objective. This study does not include all the types of the e-commerce business, further research on
financial innovations such as government to business and government to citizen needs to be carried
out. Apart from just the financial performance of the top 10 e-commerce sectors and what affects them,
more research should be done on qualitative aspects affected by the various forms innovations. This

include factors like customer loyalty, employee turnover and effects on staff motivation.

The researcher also suggests that future researches focus mainly on one country to keenly examine
their peculiar problem since the conditions existing in each country differ. Although the world is a
global village and technology seems to cut across all divides, but the facts remain that it would be wise
for any researcher or a developer to focus on a country or countries within the same continent. Re-
searching on countries in the same continent, where there might be similarities in cultures, will enable
researchers to realize what really affects the growth of e-commerce and also the challenges in that par-

ticular nation.
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APPENDIX1/1

Dear respondent,

Thank you for taking time off your busy schedule to answer this survey. The questionnaire seeks to get
information from you as an entrepreneur on your e-commerce organization operation. It will be much
appreciated if all questions are answered for better analysis.

This questionnaire takes a maximum of five minutes and all information provided is confidential. It is
part of an academic process for the completion of Master’s in International Business Management.
Entrepreneurs will have a greater perspective on the revenue being generated as well as how to solve
any limitations within their platforms, with the usage of technology.

Best Regard

Farjana Akhtar

Centria University of Applied Sciences
MBA - International Business Management.
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APPENDIX 1/2
1. What is your gender?

a. Male b. Female

2. Where is your business located?

a. Bangladesh b. Finland

3.  How long have you been in the e-commerce business?

4.  What is the type of your e-commerce business?

a. Consumer to Consumer b. Business to Business c. Business to Consumers d. Business
to Administration e. Consumer to Administration

Other

5. How many employees do you have?

A. 0-5

B. 6-15

C. 16 - 25

D. Over 25
Revenue

6. What is the average amount of sales generated monthly?

7. How do you monitor revenue within the organization?

a. Book Keeping b. Software Application c. Other
8. What are the challenges are facing in the current system in terms of sales?




9. What is your mode of payment?
APPENDIX 1/3

a. Debit and Credit card b. Mobile transaction

10. Do you know of any other kind of innovation that can help improve your business?

A. Yes B No.

45
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APPENDIX 2/1
Dear respondent,

Thank you for taking time off your busy schedule to answer this survey. The questionnaire seeks to get
some information from you as a consumer who transact through the e-commerce. It will be much ap-
preciated if all questions are answered for better analysis.

This questionnaire takes maximum of five minutes and all information provided are confidential. It is
part of an academic process for the completion of Master’s in International Business Management.
Entrepreneurs and the government will have a greater perspective on what needs to be done.

Best Regard

Farjana Akhtar

Centria University of Applied Sciences
MBA - International Business Management.



APPENDIX 2/2
1. Which country do you come from?
a. Bangladesh b. Finland
2. How regular do you use e-commerce to carry out your transactions?
a. Daily b. Monthly c. Annually d. Never
3. Do you get satisfied by carrying out your transactions through the e-commerce?
a. Yes b. No
4. Which type of e-commerce do you regularly use?
a. Business to Consumers b. Business to consumer c. Consumer to Consumer d. Other

5. Do you face any challenge in transacting through the e-commerce?

a. Yes b.NOif Yes what are those challenges?

6. What is your gender?
a. Male b. Female
7. What is your age?

a. between 11 and 20 b. between 21 and 30 c. Between 31 and 40 d. Between 41 and 50
e. Above 50

8. What do you use to transact?
a. Debit and credit cards b. Mobile banking  c. Other

9. What changes do you want your country to make in the e-commerce sector?

10. Does the amount of income you earn limit you from using e-commerce?

47



a. Yes

b. No
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