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This paper concerns the role of institutions in promoting the diffusion of e-commerce (EC). Using institutional theory as a framework of analysis, the paper evaluates institutional interventions over a six-year period in Barbados and how that influenced the national environment for EC. The paper explicates the institutional powers of influence and regulation in the context of the ideologies of market supply and demand for EC. It concludes that at an early stage of EC diffusion both public and external institutions play key roles in creating conducive conditions and in providing the impetus necessary for the spread of EC respectively. 

INTRODUCTION
There is little research reflecting the e-commerce (EC) experiences of small island countries like those in the Caribbean Communities (CARICOM).  Previous research from the region has recognized the role but not explored the impact of institutions in the diffusion of EC (Chaitoo, 2000; Fraser & Wresh, 2005). Our research attempts to understand the role, nature and outcomes of institutional interventions in EC diffusion in Barbados within the last six years and examines some of the underlying conditions necessary for interventions to be most effective. The paper draws from the theory of institutional economics focusing on formal forms of institutions and concludes with a discussion of the actions institutions have taken to encourage EC in Barbados.

INSTITUTIONAL THEORY
Institutions are social and economic entities such as governments, banks, and international agencies that exert influence and regulation over other social entities (King, et al, 1994).  King et al (1994) hypothesize that institutional intervention in IT innovation exists where the influence and regulatory powers and the ideologies of supply-push and demand-pull models of innovation meet. Regulation is the “direct or indirect intervention in behavior of those under the institution's influence, with the specific objective of modifying that behavior through sanction or other affirmative means”. Influence means exerting persuasive control over “the practices, rules and belief systems of those under the institution's way.” 

Government institutions tend to both influence and regulate, while private corporations tend only to influence (Dimaggio & Powell, 1983).  McKenney (1994) provides the example of American Airline’s Sabre reservation system in revolutionizing the airline reservation system. Intergovernmental institutions also regulate (Gibbs, et al, 2003), while multi-national corporations can pressure and influence subsidiary companies to adopt EC models (Wong, 2003; Gibbs & Kraemer, 2004).  These are in counterpoint to market demand and supply of EC products and services (King et al,1994; Garfield & Watson, 1998; Kauffman & Walden, 2001).  Supply and demand forces are constantly interacting or shifting in significance (King et al, 1994). Hence, it is important to consider the relative weight of these forces.

Generally the capacity of a society to embrace new technology is determined by factors such as the availability of knowledge, the capacity of understanding and adaptation, and the extent of dislocation (Montealegre, 1999). For developing countries this implies that institutions should be directed towards 

(a) Developing and enhancing knowledge necessary to develop and exploit EC. 

(b) Setting the stage for EC through knowledge deployment and mobilization.

(c) Managing the dislocation brought about by EC through subsidies to defray set-up costs and promulgating standards and directives that outline the preferred way of doing things.

In developing countries, especially those with small populations, small institutional actions (speaking in absolute terms) can have a correspondingly large effect.  We set about to understand that effect.
RESEARCH METHODS

We took an exploratory qualitative approach to understand institutional actions, outcomes and the corresponding contextual conditions. Data were collected using personal interviews with key informants in Barbados. The interviewees were identified from the Centre for International Services (CIS) at the University of the West Indies (UWI), the CARICOM Regional Negotiating Machinery (CRNM), Ministry of Commerce (MOC), the Private Sector Trade Team (PSTT), Ministry of Education, and two private consultancies.  These informants have been actively involved in discussion or policy formulation concerning EC in Barbados or the wider region for a number of years. We also consulted sources such as policy documents, minutes, and other CARICOM publications.  The professional experience of the 2nd author in ICT policy formulation in Barbados public sector has also been used. 

E-COMMERCE IN DEVELOPING COUNTRIES AND BARBADOS
Developing countries must consider the impact, capacity and policy issues of EC in order to understand how it promotes development (Heeks, 2000; Molla, 2004).  Bottom-up market institutions and entrepreneurial interventions (Molla & Licker, 2004, 2005a, 2005b) can address some of these issues but sometimes top-down national, regional and international interventions are necessary (Montealegre 1999; Wood, 2003). This paper focuses on the analysis of top-down interventions.  

Barbados has one of the highest incomes in the Caribbean region, but many of the favourable trading arrangements that have sustained this level are diminishing (Ernst and Young, 2000).  Thus, Barbados has started on a path to promote the diffusion of EC as a means of ensuring its future competitiveness (Chaitoo, 2000; Fraser & Wresch, 2005). Government institutions, in particular, have tried over the last six years to influence the adoption of EC models by businesses.  Internet dial-up services were introduced in Barbados in 1994.  Five years later, the largest supermarket chain started selling groceries online.  Both the Government of Barbados and CARICOM have included EC on their political agendas with moves to co-operate regionally to facilitate ICTs in business. Some studies have concluded that EC in Barbados is in a “nascent stage of development” (Bishop, 2003; Systems Consulting, 2004; McClean, 2004; Palvia, Palvia & Whitworth, 2002). 
INSTITUTIONAL INTERVENTIONS
The empirical data suggests that interventions vary at different phases, leading us to draw from Montealegre’s (1999) temporal model of institutional action. To understand this influence with regard to EC, this paper relies on institutional theory framework of analysis.  We constructed a four-phase temporal model of institutional interventions in EC diffusion in Barbados without causal relationships, a “process” model with each stage necessary and in order but not sufficient for the next.

Phase 1 – Awareness

The Free Trade Area of the Americas (FTAA) was established in 1994 to eliminate barriers to trade between 34 countries of the Americas (FTAA, 2005).  Its Joint Government-Private Sector Committee of Experts on Electronic Commerce forecasted in 1999 that EC was to be a principle means of conducting trade by member countries by 2005.  It felt that great disparity in EC use among its member countries could lead to a widening of socio-economic gaps among countries (Marshall, 1999). Barbados chaired that committee in 1999, which has enhanced the knowledge and EC awareness of senior policy-makers such as the Minister and Permanent Secretary in the MOC.  The FTAA was one of the first institutions at a regional level to intervene in EC diffusion in Barbados in the sense that it raised the level of awareness and mobilised key policy makers into action.   

A number of educational institutions were involved in knowledge building activities focused on building knowledge of ICTs rather than on EC per se. Examples include the Education Sector Enhancement Programme, the Barbados Community College and UWI.  Also, the National Council on Science and Technology (NCST) started in the late 1990s to increase its technical staff and broaden its scope of work to include issues of relevance to EC.  McClean (2004) indicated that curricula in the late 1990s reflected a growing awareness of EC specific requirements.  

Phase 2 – Reaction

In 2000, the Prime Minister of Barbados argued that legislation for EC was necessary for Barbados to “to grasp the new economic opportunities of tomorrow” (Arthur, 2000).  He proposed that the government promote EC by giving the same legal recognition to electronic transactions as to paper-based transactions, creating a telecommunications environment that would lead to lower cost for high-speed Internet connections, creating an adequate framework for the clearance of e-transactions by local banks and committing the government to be a model user of EC services. Thus, Government intervened in a number of ways to encourage the spread of EC.  

The Prime Minister’s budgetary proposals led to Cabinet approving a Green Paper on Telecommunications Reform (i.e., Standard setting), which was designed to facilitate telecoms deregulation to enhance the technological capabilities of the national telecoms network and introduce a modern regulatory framework.  The CIS was then established at UWI to provide advisory and consultancy services and policy research and specialized training in international trade services for both the private and pubic sectors (i.e., Knowledge Building). EC was seen as an integral part of international trade services and the CIS soon started hosting workshops and seminars (i.e., Knowledge deployment). The CIS also trained about 400 students in applications relevant to EC. A direct subsidy was the establishment of a 5M dollar Innovation Fund by government to provide technical assistance and expertise to entrepreneurs and a technical, vocational and educational training scheme guaranteeing businesses a 75% refund of training expenses.

Phase 3: Top-Down Planning

By 2001, Government made greater use of computer technology in the delivery of its services with such projects as the Public Expenditure Management Programme and the computerization of the Customs Department, Inland Revenue and Land Tax. This can be interpreted as a move by Government towards e-government in fulfilment of its promise to be a model EC user.  The same year an MOU was signed between the government and Cable & Wireless and a new Telecommunications Bill was introduced to ensure the continued interoperability of the telecoms infrastructure. The Electronic Transactions Act was introduced giving legal recognition to some electronic transactions (Standard Setting) and an amendment to the Evidence Act served to complement the new legislation in issues relating to jurisdiction. The MOC began to develop a national strategy coordinate various EC initiatives taking place.  

The MOC started to promote awareness of EC in the private sector through seminars and the  NCST and the CIS sponsored them. A CARICOM e-readiness survey of its member states indicated that e-literacy in Barbados was rising fast and the level of IT training was high with 150 computer science graduates from the UWI each year with a weak financial framework to support EC.  
 Phase 4: Integration and Co-ordination

A recent Central Bank study revealed that only one bank had a web site, limited to promotional information. It released guidelines for electronic banking in 2002 with an objective of promoting safe and sound e-banking activities. In parallel, the government was actively engaged with other governments of the Caribbean region to coordinate their efforts in the diffusion of EC through the CARICOM secretariat. The Commonwealth Secretariat, through the UWI, assisted this effort by facilitating the drafting of a preliminary Protocol for Intra-Regional e-Trade (Sanatan, 2004).  

The Ministry of Education included EC in its list of subjects for the National Development Scholarship considered critical to the development of the country.  The MOC started to collect data on IT and EC indicators, including computer and Internet usage, Internet purchase behavior, civic participation and demographic information (Systems Consulting, 2004), to lead to more focused efforts by policy makers and allow them to monitor the progress of their efforts. The CIS published guidelines for EC in CARICOM that sought to cover issues relating to the legal and regulatory framework, infrastructure, consumer rights, entrepreneurship, the role of government and the education system (Sanatan, 2004). The guidelines, the first of their kind, were presented to policy makers in academic, public and private institutions. 

ANALYSIS OF INSTITUTIONAL ACTIONS AND OUTCOMES
Regional, governmental, academic and private institutions have played key roles in the development of EC in Barbados.  Powers of influence and regulation have been used at different times and government institutions have used both.   For example, addressing the issue of EC in the financial and budgetary proposals in 2000 can be interpreted as a commitment at the highest level of government to promote its spread.  Furthermore, there was an emphatic statement that government would be a model user.  There are usually substantial sums involved with government procurement and businesses would arguably be motivated to embrace EC to take advantage of any e-procurement by government. 

EC infrastructure in Barbados improved between 1999 and 2003 and a growing number of businesses  adopted EC models. However, complaints about the high cost of telecoms services are still common (Fraser & Wresch, 2005).  The deregulation of the telecomms market that started in 2001 hasn’t brought the cost of access significantly down.  While EC diffusion is not totally dependent on the cost of telecomms, local businesses perceive that fees for broadband connections make EC unfeasible (McClean, 2004). 

Also, local banks seem reluctant to facilitate online transactions despite the passing of the Electronic Transactions Act (Fraser & Wresch, 2005). This Act was viewed as a key development since it should have promoted public confidence in the validity, integrity and reliability of electronic transactions. But changing the behaviour of banks requires much more than formulating laws. Also, while projects like the PEMP and the computerization of Customs and Inland Revenue may serve as EC drivers in the longer term, there is no evidence to suggest that government has made significant progress in being a “model e-commerce user”. 

There is also a lack of interest for online goods from Barbados among many Barbadians. Those with the interest and the means prefer to buy from USA companies to the detriment of local businesses.  This, coupled with limited credit card security and privacy concerns, has resulted in sluggish demand for local EC services. Confidence in the integrity of local online transactions and the development of a credit card culture may take time.  New EC legislation may have to be tested in a court of law to enhance its credibility in the minds of stakeholders. However, there is difficulty in determining which actions may have had the greatest impact since, as King et al (1994) argue, specific causality behind innovation can become blurred as factors influence each other over time.  

SUMMARY AND CONCLUSION

This exploratory research examined EC diffusion in Barbados, focusing on institutional actions during the last six years. Developing countries like Barbados are often uncertain about the impact, capacity and policy issues that innovations like EC raise for their economies. There is uncertainty regarding the best approach to take in promoting its spread throughout their economies. This is increased in small island developing states whose local markets do not provide the economies of scale to drive EC.

The paper outlined some of the top-down actions various institutions have been taking to promote EC in Barbados.  Initial awareness motivated by the FTAA seems to have initiated the process by mobilizing senior government officials into a series of actions. However, despite such interventions, most of the evidence points to brochure-ware and fragmented use of EC. In addition to the more obvious constraints of high cost of accessing infrastructure, it appears that businesses and consumers lack confidence to drive EC from the “bottom-up”. Even though the private sector in 2003 set up an umbrella body known as the Private Sector Trade Team to research, document and promote the business interests of the private sector,  thus far it has not made significant impact on the use of EC by local businesses. Future research is therefore required to determine the extent to which entrepreneurs take advantage of ”top-down” activities, expand their marketing reach and drive development from the ”bottom-up”.

References available upon request to the author



























