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ABSTRACT

Online business is a source of income to the individual and nation. The number
of entrepreneurs that enter the online market increasing from year to year caused by
the Industrial Revolution 4.0 that trigger the people to enter the online market and start
their career as an entrepreneur. The online business helps the entrepreneur to expand
its business wider than an offline business. The purpose of this research is to
investigate the challenge that faced by the small and micro business when the transition
from offline to online business, important of transition to online business and the effect
of the integration to online business. Quantitative methods will be used to collect the
data. The conceptual framework is been used in this study to identify the relationship
between each independent variable and the dependent variable. The significance of the
study is to know the importance of the transition to online business. The literature
reviews have emphasized in detail the literature review on the challenge faced by small
businesses when the transition to online business. Descriptive statistical analysis was
conducted to describe the respondents besides Pearson Correlation analysis was used
to determine the relationship among variables. The findings of this study showed that
two of the three hypothesis has been accepted. It show that the challenges and effect
of transition to online business is significant, but the important of transition to online
business is not significant. Therefore, the researcher has concluded that there is a
positive significant relationship between independent variables and the dependent
variable and the recommendation for future research has been made to look at this

study in detail.

Keywords: online business, challenge, offline business, transition, important, effect
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ABSTRAK

Perniagaan dalam talian adalah sumber pendapatan kepada individu dan
negara. Bilangan usahawan yang memasuki pasaran dalam talian meningkat dari
tahun ke tahun disebabkan oleh Revolusi Perindustrian 4.0 yang mencetuskan orang
ramai untuk memasuki pasaran dalam talian dan memulakan kerjaya mereka sebagai
seorang usahawan. Perniagaan dalam talian membantu usahawan untuk
mengembangkan perniagaannya lebih luas daripada perniagaan luar talian. Tujuan
penyelidikan ini adalah untuk menyiasat cabaran yang dihadapi oleh perniagaan kecil
dan mikro apabila peralihan dari luar talian ke perniagaan dalam talian, penting
untuk peralihan kepada perniagaan dalam talian dan kesan penyepaduan kepada
perniagaan dalam talian. Kaedah kuantitatif akan digunakan untuk mengumpul data.
Rangka konseptual telah digunakan dalam kajian ini untuk mengenal pasti hubungan
antara setiap pemboleh ubah bebas dan pemboleh ubah bergantung. Kepentingan
kajian ini adalah untuk mengetahui pentingnya peralihan kepada perniagaan dalam
talian. Tinjauan literatur memberi penekanan secara terperinci kajian literatur
mengenai cabaran yang dihadapi oleh usaha kecil ketika peralihan ke bisnis online.
Analisis statistik deskriptif telah dijalankan untuk menggambarkan responden selain
analisis korelasi Pearson digunakan untuk menentukan hubungan antara
pembolehubah. Hasil kajian menunjukkan dua daripada tiga hipotesis telah diterima.
la menunjukkan bahawa cabaran dan kesan peralihan kepada perniagaan dalam
talian adalah penting, tetapi penting peralihan kepada perniagaan dalam talian tidak
penting. Oleh itu, penyelidik telah menyimpulkan bahawa terdapat hubungan yang
signifikan antara pembolehubah bebas dan pembolehubah yang bergantung dan
cadangan untuk kajian masa depan telah dibuat untuk melihat kajian ini secara

terperinci

Kata kunci: perniagaan dalam talian, cabaran, perniagaan luar talian, peralihan,

penting, kesan



CHAPTER

CHAPTER 1

TABLE OF CONTENT

TITLE

SUPERVISOR’S AND PANEL APPROVAL

TITLE PAGE

DECLARATION

DEDICATION

ACKNOWLEDGEMENT

ABSTRACT

TABLE OF CONTENT

LIST OF TABLES

LIST OF FIGURES

LIST OF ABBREVIATION

LIST OF APPENDICS

INTRODUCTION

1.1 Introduction

1.2 Background of the Study

1.3 Problem Statement

X

PAGES

i

il

v

v

vi- vil

viii- xi

Xii- xiii

Xiv

XV

Xvi



1.4
1.5
1.6
1.7
1.8

Research Question
Research Objective
Scope

Significant of Study

Summary

CHAPTER 2 LITERATURE REVIEW

2.1

2.2

23

2.4

Introduction

Oftline Business

Online Business

Importance of the offline implement online business
2.4.1 Access to Wider Range of Market

2.4.2 Information

2.4.3 Ability to Enter Supply Chain Larger Company

2.4.4 Time Duration is convenient

2.5 Challenge of Online Business
2.5.1 Lack of the Support from the Market
2.5.2  Understanding the Environment
2.5.3 Financial Constraints

2.5.4 Supply Chain Integration

2.6 Impact of the Integration Online Business
2.6.1 Improving the Transaction Method
2.6.2 Increase Sales and Revenue

2.6.3 Cut Cost of Operation

o a w» A~ N

10

11

13

14

15
15
16
17
18

19
19
20
21



CHAPTER 3 RESEARCH METHODOLOGY

3.1
3.2
3.2.1
3.3

3.4

3.5

3.6
3.7

3.8

3.9

Introduction

Conceptual Framework
Hypothesis Testing
Research Design

3.3.1 Research Approaches
Research Instrument

3.4.1 Questionnaire Development
3.4.2 Pilot Study

Construct Measurement
3.5.1 Scale of Measurement
3.5.1.1 Nominal Scale
3.5.1.2 Ordinal Scale
3.5.1.3 Interval Scale
3.5.1.4 Variables

Data Collection

Sampling Method

3.7.1 Sampling Technique
3.7.2 Sampling Size

Data Analysis

3.8.1 Validity

3.8.2 Reliability

Summary

CHAPTER 4 RESULT AND DISCUSSION

4.1
4.2
4.3

Introduction
Pilot Test
Descriptive Analysis

4.3.1 Respondent’s Demographic

X1

23
23
24
25
26
27
27
28
29
30
30
30
31
31
33
34
34
35
37
38
38
39

40
41
42
42



44
45

4.3.1.1 Gender
4.3.1.2 Race
4.3.1.3 Age
4.3.1.4 Occupation
4.3.2 Mean Score Analysis
4.3.2.1 Importance Transition to Online Business
4.3.2.2 Challenges Transition to Online Business
4.3.2.3 Effect of Transition to Online Business
4.3.2.4 Online Business among MSEs
Reliability Analysis and Validity Analysis
Pearson Correlation Analysis
4.5.1 Importance Transition Online Business
toward Online Business among MSEs
4.5.2 Challenges Transition to Online Business toward
Online Business among MSEs
4.5.3 Effect of Transition to Online Business toward

Online Business among MSEs

4.6 Inferential Statistics

4.6.1 Multiple Regression Analysis

4.7  Hypothesis Test
4.8 Summary
CHAPTER 5 CONCLUSION

5.1 Introduction

5.2 Discussion on Findings
5.2.1 Relationship between Important Transition to
Online Business and Online Business among MSEs
5.2.2 Relationship between Challenges of Transition
to Online Business and Online Business among MSEs
5.2.3 Relationship between Effect of Online Business
and Online Business among MSEs

53 Significant Implication of the Research

5.3.1 Implication for Entrepreneur

5.3.2 Implication for Small and Micro Business

xii

43
44
45

46

47

47
48
49
51
52
54
54

56

57

58

59

62
64

66
67
67

68

69

70

71
72



5.4 Limitation
5.5 Recommendation for the Future Research

5.6 Conclusion

REFERENCES

APPENDICES A
APPENDICES B
APPENDICES C

xiil

73
73
74

75
81
82
83



TABLE
3.1
3.2
3.3
3.4
3.5
3.6
4.1
4.2
4.3
4.4
4.5
4.6
4.7
4.8

4.9

4.10

4.11
4.12
4.13
4.14
4.15
4.16

LIST OF TABLES

TITLE

H1 Importance of Transition to Online Business

H2 Challenge that faced by the Online Business

H3 Effect of the Transition to Online Business
Recommended Alpha Range

Operationalization of Construct and Scale of Measurement
Determining Sample Size of a Known Population
Reliability Statistics for Pilot Test

Recommended Alpha Range

Respondent’s Gender

Respondent’s Race

Respondent’s Age

Respondent’s Occupation

Mean Score Analysis for Online Business among MSEs
Mean Score Analysis for Important Transition to Online
Business

Mean Score Analysis for Challenges of Transition to
Online Business

Mean Score Analysis for Effect of Transition to

Online Business

Reliability Analysis and Validity Test

Pearson Table Interpretation

Descriptive Statistics

Correlations

Descriptive Statistics

Correlations

25
25
25
28
29
37
41
41
43
44
45
46
47
49

50

51

53
54
54
55
56
56

Xiv

PAGES



4.17
4.18
4.19
4.20
4.21
4.22

Descriptive Statistics
Correlations

Model Summary
ANOVA

Coefficients

Research Objectives, Research Questions, Research

Hypothesis and Result

57
58
59
60
60
64

XV



FIGURES

2.1
2.2
2.3
3.1
4.1
4.2
43
4.4

LIST OF FIGURES

TITLE

Theoretical Framework (Aad, 2012)
Theoretical framework (Kumar 2012)
Theoretical framework (Nelsin, 2011)
Researcher Conceptual Framework
Respondent’s Gender

Respondent’s Race

Respondent’s Age

Respondent’s Occupation

xvi

PAGES

11
17
20
24
43
44
45
46



xvii

LIST OF ABBREVIATION

MSE = Micro and Small Enterprise
020 = Offline to Online



APPENDIX
A
B
C

LIST OF APPENDICES

TITLE
Gantt Chart for Final Year Project 1
Gantt Chart for Final Year Project 2

Questionnaire

xviii

PAGE
81
82
83



XiX

© universiti Teknikal Malaysia Melaka



CHAPTER 1

INTRODUCTION

1.1 Introduction

Research background, relevant description of the problem currently faced, the

objective is discussed in this chapter along with the research question for this thesis.

1.2 Background of the Study

Offline business or brick and mortar defining as the conventional way of doing
business, where a company starts in a specific place where people come, see or browse
through goods and purchase products or services as per their need and want. Offline
business always involved as a public seller, face to face seller and stall keeper. The
type of offline business divided into six types which is networking, speaking
engagement, print publication, cold call, print advertisement, and association and trade

show.



Online business refers to any kind of company or business transaction
involving the exchange of information on the Internet. Trade is the exchange of
products and services between companies, groups and individuals and can be seen as
one of any company's important activities. The online business uses online transaction
such as online banking, e-wallet, and boost. The type of online business divide into e-

commerce, web design and social media platforms.

Nowadays, much offline businesses realises the importance of online business
and they had started using the online application to market their products but still
continue the offline way. Hahn and Kim (2009) analyzed the impact of consumer
confidence and perceived internet confidence on consumer clothing shopping intention
via the internet or a multi-channel retailer online. It shows online business expand very
fast from year to year and there are many entrepreneurs enter the online market to sell
their product. Many people also more prefer online purchasing than offline purchasing
because easy and need a lack of time to purchase it. They also don’t need to go to the

shop or store to purchase the product.

Devaraj et.al (2006) objectively examined an online channel preference
analysis empirical study in the United States. He analyzed the behavioral and
economic characteristics that contribute to the happiness of online customers and his
online channel choice. This show that nowadays the consumer very familiar with
online purchasing because it only on the fingertip and easy to access by using a
smartphone. They also more prefer purchasing online because of the connection
toward the internet is very abroad. They can access the internet every time and

everywhere.

In this Industrial Revolution 4.0, many business use both tools for marketing
which is an offline and online tool to make sure they can reach the customer easily. By
combination of both tool, they can improve their revenue and make sure they follow

the technology expanded.



1.3 Problem statement

Nowadays, there are many entrepreneur that participate in online business and
this increase from year to year. During the introduction of industry 4.0 revolution, the
online business increase abruptly from business toward the local market to the foreign

market.

The problem that faced by offline business when they want to change to online
business is the lack of knowledge about using an online platform such as social
commerce end e-commerce platform. They no expose to use the online platform, so
they took a lot of time themselves to familiarise to use that platform. They also need
to spend a fund to learn how to manage an online platform. When they experts using
the online platform, they easily to penetrate the market and reach to the audience (C.

E. Franco and R. S. Bulomine, 2016).

Another problem that faced by an entrepreneur is the competition with their
competitors. When they want to enter the online market, there were many competitors
that they need to compete. There also have powerful competitors that monopoly the
market and not easy to compete with them (Wan Ab. Rahman, 2017). This situation
makes them need to think about how to sustain themselves in the market for a long

time.

The next problem facing to the entrepreneur is the cost to create the marketing
tools is expensive. As we know, the cost to create their own website is very expensive
and they need to spend a lot of money to create all of the marketing tools (R. Rahayu
and J. Day, 2010). They need that tool to reach to the customer easily with a short time.
This is very important to do work more effective and efficient besides saving a lot of

time.



The entrepreneur also has the problem sustain in the market for a long time.
They need to compete with the other competitors in the market that had a long time
participating in online business (A. Sultana,2017). They need to make sure their
product has a competitive advantage over the other product by creating the adding
value to their product. They also cannot challenge the price but they need to make sure
the customers satisfied with the product with the money that they had spent on

purchasing.

1.4 Research Question

1. Why it is important for offline business transition from offline business to online

business?

2. What is challenge that faced by the business when transition from offline business

to online business?

3. What is effect that will get by the business when transition from offline business to

online business?

1.5 Research Objective

The research discussed wants to identify the challenge that faced by offline
businesses when the change to online businesses. The aim of this research we want to
know the main problem that will face them especially when they change the type of

their businesses. The main objective of this study is:



1.3.1 To identify the importance for offline business transition from offline business

to online business

1.3.2 To evaluate the challenges that facing to the offline business when transition to

online business.

1.3.3 To determine the effect of the transition from offline business to online business

1.6 Scope and Limitation of study

The scope of this research is to investigate the challenge of the entrepreneur
when changes from offline business to online business. This investigation conduct in
Batu Berendam, Melaka to identify the process and challenges faced by the
entrepreneur when they change their business from offline to online type of business.
I was conducting the research in Melaka because they are many student and
entrepreneur that come from a different state and participate in offline and online

business as their career.

The respondent was collected from the entrepreneur in Melaka that have own
business. The respondent divided into two types of respondent which is a student and
entrepreneur. The age of the respondent is between 20 to 50 years old that has the own
business either own product or other product. The respondent includes to the

wholesaler, retailer, agent and dropship that active to run their business.

This study is not without limitation. Firstly, this research is done in Melaka in
specific location selection to identify the process and challenges faced by the student
and entrepreneur when they change their business from offline to online type of
business. Secondly, the researcher assumes the respondent to answer the business well

and the right situation that faced them during changing the business.
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