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ABSTRACT—The literature has widely recognized the influence of e-business tools on business andoperational
performance. Some recent studies, however, suggested that researchers need to focus onexploring specific conditions
that enable organizations to effectively translate their investment in developing e-business tools and practices into
positive business performance and achieve up-normal return on investment. Using the contingency perspective of the
firm, this paper argues that the link between e-business practices and organizational performance is influenced to a
large extent by the internal and external environment within which an organization operates. That is, e-business tools
and/practices does not per se lead to positive performance and rather the effectiveness of these tools/practices will
improve if certain internal and external factors are satisfied. This theoretical believe is discussed, theoretically, in this
paper using findings of previous studies on the relationship between e-business and performance. Some theoretical and
practical implications are highlighted atthe end of the paper to provide researchers and decision makes new insights on
how and/or when e- business tools can lead to good performance.
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1. INTRODUCTION

The huge and persistent development in technology scaled by the ongoing business competition, encouraged, and
sometime forced, managers to transform their organizations. EB (EB) was one of the most important modes of operations
that existing organizations have used over the past few decades to enable them compete more effectively [52, 66, 73,
76]. EB (nternet-based electronic business) describes how business enterprises conduct business, operations, supply
chain and other value added activities such as selling, buying, logistics, customer services, marketing using the internet
technologies[1],[2].

With the new innovative technologies, new business approaches are evolving which demand all business to assess
the potential of these electronic-based business approaches in making their business more successful and in reducing the
risksof business failure caused by these EB tools. Such risks may include managing security, maintaining customer and
other stakeholders' privacy and delivering a satisfactory service quality. Because of the increasing recognition of EB
adoption influence on business performance [64,74,77], both researchers and practitioners from different disciplines
including Information Technology/Systems (IT/IS) [58], operations and supply chain management (SCM) [60, 63],
marketing [62, 71, 75] and strategic management [56, 59, 72] have shown growing interest on ways to convert EB
investment to good results [48, 68]. The potentials for new communication and business methods make EB applications
interesting areas of business to be involved in.

Most EB adoption research has investigated the role of EB on performance [48, 61, 64, 74, 76, 77]. While examining
the direct influence of these technologies on performance provided good contributions to the literature, what is not
investigatedenough in the literature is a systematic explanation of whether these business benefits of EB adoption are
same forall contexts [50, 54, 68, 74]. Several studies have argued that a firm ability to manage technology-enabled changes
is a foundation for effectively managing EB tools. An important reason that encouraged the current paper is that business
environment and IT have changed dramatically over the past few decades and the strategies, practices, tools and
technologies used over the last decades might not be applicable any more for the current business environment, and
accordingly business benefits obtained by these practices, tools and technologies might differ. Although new approaches
for implementing B 2 B, B2 C, C 2 B and C 2 C business practices have emerged, there is still a lack of empirical
studiesexamining the influence of the contextual factors on EB and performance relationship [3, 68].

There is a huge literature on the implications of EB implementation has been discussed and published in several areas
of operations management and other business related fields. Given this diversity of researches and their outcomes on
whether EB implementation is a good choice for organizations in order to improve their performance, a review on the
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contingent factors that influence the relationship between EB practices and performance become important. To achieve
this objective, in this study, a general review of the existing EB practices and performance literature from various
database and journals was conducted using key several keywords such as EB tools, practices, applications, performance,
contingency, moderation and mediation. Outcomes of some of the papers reviewed are listed in table 1 and 2, which
reveals that reveals that the contingency perspective of EB practices and performance has not received enough empirical
attention yet.

This study argues that while findings of each model developed by previous studies emphasizing the direct impact of e-
business tools on performance provide some useful insights, their usefulness for examining the actual performance
impactsof adopting EB tools should be further investigated using a more contingent perspective. The development and
examination of new comprehensive models that are based on the contingent adoption of these tools is needed to develop
our understanding of EB and performance links. Therefore, using the contingency theory perspectives, this paper
examines when EB positively or negatively affects performance of enterprises. Existing literature is critically evaluated
and a contingency perspective for studying the performance effects of EB is discussed based on the contingency
theory of the firm.

The rest of the paper is structured as follows. After the introduction, a literature review on EB definition and benefits is
provided which is followed by a discussion onthe contingency theory and how it is applied into the context of EB
research. Then, a list of contingency factors thatwere studies by previous studies and their influences on effectiveness of
EB is provided. Finally, recommendationsfor researchers and practitioners are highlighted.

Table 1. Main findings of previous studies in various EB fields (source: compiled by authors)

Paper | Constructs studied Main findings Journal

[55] Website quality factors and | Quality of the website and other EB tools affect Decision Support
performance their relative importance, which in turn influence | Systems

firms’ financial performance.

[56] Availability of qualified Lack of qualified staff available to develop, Strategic Change
staff, readiness of implement and support firms’ EB tools, and
adoption, availability of limited financial resources affect the usability and
financial resources benefits of these technologies.

[57] Level of proficiency and The firm’s proficiency in leveraging its web- Information &
the experience in using EB | based technologies positively affect its Management
tools profitability outcomes.

The long time and experience of adopting EB
technology lead to higher profitability.

[58] A portfolio of IT/IS- The complementarities of EB technological, Information &
enabled resources (i.e. human, and organizational resources generate Management
technological, human, and | superior organizational performance.
organizational resources)

[59] Experience of sales force The EB experience of sales force management Strategic Management
management positively influence performance. Journal

[60] The EB supply chain The EB supply chain collaboration is critical to International Journal
collaboration and achieve higher business outcomes. of Supply Chain
performance Management

[61] EB practices, innovation Innovation advantage is the crucial facet that Competitiveness
and performance leads to higher business performance of EB. Review

[62] E-trust between the firm, Organizational strategic performance largely World Journal of
its clients and its suppliers, | depends on e-trust. Entrepreneurship,
and performance Management and

Sustainable
Development

[63] The level of adopting EB Logistics performance of EB logistics in supply Industrial
tools that reply on the 4™ chain management play a significant role in the Management and Data
Industrial revolution success of EB. Systems
technologies, and firms’
performance

[64] EB technologies, Business competitiveness, moderates the International Journal
business competitiveness, relationship between EB technology and business | of Global
and performance performance. Business and

Competitiveness

[65] The digital market, The performance of SMEs resulted from their Journal of Strategic
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learning and adoption of EB relies heavily on their strategic Marketing
entrepreneurial orientations | digital orientation which is combines the market,

learning and entrepreneurial orientations of the

firm.

[66] The entrepreneurs’ choices | The design of EB technology is crucial in Organizing for Digital
and designers’ research of | promoting valuable outcomes. Innovation
EB technologies

[67] Several factors impacting The performance outcomes of using EB TRANSPORT
the performance of reverse | applications in reverse logistics depends on eight
logistics in the context of main factors: management, employees, IT and
EB technology, return policy and

procedures/guarantee, infrastructure,
organizational structure

and culture, customer services/satisfaction, and
quality management.

[68] EB practices, Firms size Firm size is a critical factor to determine the Electronic Journal of
and performance business outcomes of EB adoption. Information Systems

in Developing
Countries

[69] Data conditions and The consistency, completeness, and protection of | Journal of the
performance the data used in the EB significantly influence Operational Research

company performance. Society

[70] Globalization, e- In the EB industry, the globalization and International Journal
technology and firm’s technology us tend to critically influence the of Operations
global supply chain business success of global supply chain. Research and
success Information Systems

[71] E-commerce marketing The EB resources/capabilities—performance Industrial Marketing
capabilities, efficiencies relationship is mediated by the marketing Management
and performance efficiencies.

[72] EB capabilities, the firms” | E-business alignment with the firms' strategic Industrial
strategic orientation and orientation has positive performance outcomes Management & Data
performance for manufacturing SMEs. Systems

[73] Organizational culture, The organizational adhocracy culture is European Journal of
intensity and performance | significantly related to the intensity and Marketing
of EB performance of e-business adoption.

[74] EB strategies, performance | The impact of EB strategy on firm performance is | International Journal
and e-collaboration completely mediated by e-collaboration of Information
capability capability. Systems and Change

Management

[75] Word of mouth, the When considering the word-of-mouth in the EB Journal of Theoretical
attribute of the message, environment, the attributes of the message sent and Applied
and operational between firms and their customers was found to Electronic Commerce
performance the effectiveness of EB tools. Research

[76] EB capability, service The development of organizational application Technological
capability and 1T-enabled capabilities of EB is critical enabler to gain Forecasting & Social
collaborative advantage higher organizational performance. Change

[77] The strategic EB approach | Better business opportunities and a significant TEM Journal
used, effective leadership position in the industry can be achieved by
and the right planning adopting the right combination of strategic EB

approach and effective leadership.

2. LITERATURE REVIEW

2.1 E-Business: Definition and Scope of Practices

Several terminologies and definitions were proposed to describe the process of using electronic-based business
approaches for conducting business. This has partially caused by the rapid and ongoing development of technology and
its applications to business [4]. Such terminologies include EB, e-commerce, e-marketing, e-procurement, e-logistics
.w€etc. They consider all electronically mediated financial and non-financial transactions between an organization and its
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stakeholders. They deal with the pre-sale, actual buying and selling, and post-sale activities across the supply chain, and
focus on enabling electronic communication between a firm and its stakeholders which is facilitated by numerous
electronictechnologies [5, 66]. Although each of these labels reflect the scope of changes that should be considered
within an organization and its supply chain for using e-communication, these terminologies were developed based on
understandingthat better services can be offered to stakeholders and new business opportunities can be obtained by a
firm [55]. E- business in this paper refers to the transformation of key business processes through the use of Internet
technologies, [6]. The terminology is used to reflect both the strategy and operations sides within an organization and it
requires the utilization of innovative technology, Information and Communication Technologies (ICTs) in particular,
throughout the whole business processes. As described by the UK’s department of trade and industry (DTI), EB is
understood to be theintegration of all operations activities with the internal processes of a business through ICT [7].

2.2 Benefits of e-business adoption

Over the last few decades, more and more mangers have realized the strategic values of EB tools and seen the unique
competitive advantage [66, 72] that a well-established and management EB can offer to the organization. Therefore,
recently EB with its applications in business has attracted huge amount of investment across different industrial sectors.
According to findings of several recent studies, many companies are intending to increase their spending on developing
EB tools [27, 65], because of their believe that investment in these tools is essential to stay competitive [71, 76, 77]. For
example, the Modern Materials Handling magazine reported that in 2009 the trade for SCM software alone has reached
toaround 6.3 billion US dollars. Not surprisingly then that mangers of different types of organizations are willing to
know whether it pays to adopt EB in terms of enhancing firm performance, and to know how to direct their investments
to improve their market competitiveness. That is, mangers are responsible to justify their expenses in developing EB tools.
In academia, also several studies with various research designs and models were proposed and published examining the
influence of information technology in general and the ICT in particular on firm financial performance [58, 65, 68].
Several practical,business benefits for adopting EB tools have been highlighted in the EB literature [6, 64, 66, 71, 77].
For example, new opportunities to compete more effectively in the global marketplace have been introduced by the EB
for different types of organizations [51, 65, 73, 76, 79]. Such opportunities are obvious in the new approaches developed
to quickly transforming information from one place to another which can be used as a competitive advantage. The
internet and its applications in EB also offer critical chances for enterprises to enhance their relationship with their
strategic stakeholders such as customers, suppliers [63, 74] and shareholders which in turn help to achieve stakeholder
retention by providing high quality services to them. This has become even more important during the COVID-19
pandemic to overcome its challenges, which encouraged organizations of different types and their customers to show
more progression in the implementation of these technologies [79]. New and more convenient ways of serving customers
and dealing with suppliers are encouraged by the EB tools [64, 73]. Cost saving is also a critical benefit of using EB
[57] which can be obtained through reduced cost of staffing, accessing and processing information, printing, and storing
unnecessary materials, work in process and finished good. Using IT can also benefit the ethics of products safety [78].
Furthermore, increased sales from new and/or existing customers can be better achieved using e-marketing and e-sales
which in turn leads to increased revenue [71, 76]. Also, using EB for online marketing reduces marketing costs, helps
in brand enhancement, creating more responsive marketing, improving customer services through quick response to
market needs and faster development of new products and services [71]. Doing business through the internet can also
enhance the learning capabilities [65] and risk management of a firm. Additionally, cost reductions for the entire supply
chain can be achieved [53] from reduced communication costs, reduced levels of inventory, quick response to market
changes and reduced logistics costs. These benefits were reported in both developed and developing countries [7].

In fact, several studies argued that as the development and adoption of EB tools sometimes requires a substantial
investment [27, 53, 54], a very careful attention of the return on investment is needed. As shown in tables 2, findings of
previous studies on EB and performance are still inconclusive. We therefore have limited understanding of how

developing EB tools improves performance and without a deeper understanding of this issue a lot of organization
resources will be wasted. Because the research context is essential in determining the research objectives, methodologies
used, data collected, and accordingly the findings, EB and firm performance literature call for research to explore the
contingent influence of the business contexts on this topic [8, 52, 68] and evidences to support this argument are obvious.
Forexample, the internet offers good opportunities for enterprises to maximize the benefits of ICT [53, 5879] in cheap
and simple ways and enable them to reach new partners in the supply chain. However, at the same, EB in general and
ICT in particular provides customers easy and cheap ways to globally search for new suppliers [72]. This reveals that
both market opportunities and threats are introduced by the adoption of EB tools and thus not all enterprises firms can
harness the same amount of benefits of EB adoption. This may partially happen because not all firms have got the same
capabilitiesto transfer their investment in adoption EB tools into good return [68, 72]. Large firms, for example, tend to
use a more flexible, decentralized business structure [9] and more sophisticated IT and EB tools [10]. Also, larger firms
tend to be having more financial resources to fund sophisticated EB applications such as JIT systems, and accordingly
higher business benefits from their IT investments [11]. Further, more international oriented enterprises tend to be more
willing to adopt advanced types of EB in order to meet the growing demands of their supply chain members [70].

Asian Online Journals (www.ajouronline.com) 20



http://www.ajouronline.com/

Asian Journal of Business and Management (ISSN: 2321 - 2802)
Volume 10— Issue 2, April 2022

2.3 Contingency theory and e-business

The contingency theory [12] argues that there is no specific business practice that can be called the best, rather a unique,
context specific practice should be considered when developing organization practices and tools. For the context of
developing and evaluating EB applications this means that there is no optimal EB tools exist for all types oforganizations.
However, going through the literature shows that the empirical work still uncovered the real contingent influence of EB
tools on firms' performance. For example, most of the empirical work done on EB and performance werederived based
on data collected from large firms of the developed countries, especially firms downstream in the SC [13] [14]. The
challenges faced by small and medium enterprises (SEMs) when adopting EB varies from those faced bylarge firms [15,
54, 65, 68], and consequently the process and outcomes of adopting these tools may differ. This implies that more
careful investigation on the applicability of these empirically validated models across other firms in different contexts
is needed. Yet, the contingent characteristics of different organizations have not been fully considered by the existing
studieswhen studying the relationship between EB tools adoption and performance.

This study emphasizes the importance of having exploratory and empirically grounded studies on how EB tools
influence performance of firms in different contexts. Findings on such studies are expected to provide more realistic and
practical insights on how and when it pays to invest on developing EB tools. In this study a multi-disciplinary research
approach was used to review and integrate researches in business, supply chain management, purchasing and
information technology management on the possible interrelationships between EB and performance of a firm, and
when theserelationships could be enhanced. A contingent perspective on studying these relationships was proposed
based on the contingency theory of the firm. The choice of this theory was purposeful. It was chosen from among other
theories becauseit provides deeper insights on how two factors may be interrelated instead of looking for only the direct
relationship betweenthese factors. The factors that could moderate or mediate (i.e. contingent factors) the relationships
between EB andperformance highlighted in this study are either explicitly or implicitly focus on factors that previous
studies have shown to impact either EB tools' adoption or performance or both, reflecting different theoretical
explanations.

Contingency theory studies in EB literature emphasize the importance of developing and designing specific e-

business models and tools that has an appropriate level of fit with the context of adoption. For example, SCM structure
for international firms varies from the one used for domestic firms and thus when designing IT applications to facilitate
theSCM processes these differences need to be considered very carefully. Also, the location of the firm in the SC (i.e.
downstream or upstream) will influence the complexity of EB application such as those used for location-based tracking
of goods and inventory as they are manufactured and transported, which in turn can influence the benefits obtainedby
these tools. Some empirical evidences were found to support the contingency theory in the context of EB effectiveness
(see table 3). Results of these studies should be carefully considered by individuals and organizations dealingwith
designing IT applications for business activities. This in turn could provide managers more practical and realistic
solutions to support their decisions and enable firms to achieve their objectives.
Reviewing the literature on contextual factors influencing EB adoption and performance link shows that these factors
were studied in different ways. One group of these studies (List A Table 3) has studied the influence of the contingency
factors as moderator variables. In the moderation analysis researchers assume that the strength/weakness of relationship
between an independent variable (A) and a dependent variable (B) will depend on a third variable called a moderator.
That is, the interaction between the contingency variable and A is assumed to have stronger influence on B. For example,
in a study of manufacturing firm, [30] reported that as the level of internal integration between technical and
organizational activities of business systems increase the business benefits of adopting EB applications increases. Also,
it was reported that in the context of the manufacturing firms, EB tools will be more effective when a firm is using
differentiation strategy than for those focusing on lower-cost strategy [80]. Moreover, in another study [42] the
moderating role of a purchasing function’s absorptive capacity on the relationship between the use of electronic
purchasing tools and purchasing performance of the manufacturing firms was empirically supported. Authors of this
study argue that an e-purchasing tool may not in itself positively influence performance unless combined with absorptive
capacity as a human interface to maximize its information and transactional improvement potential. Thus, among others,
internal integration, EB strategy and purchasing function absorptive capacity are considered as critical moderating
factors between EB and performance. Another group of studies (List B Table 2)have studied the influence of the
contingency factors as mediator variables. In the mediation analysis researchers assumethat the relationship between A
and B is going via a third variable called a mediator. In that, the influence of A on B will not happen unless the mediator
is in place. In fact, reviewing the literature revealed that these mediating-contingency studies are rare in EB literature
compared to others. Among these few studies is a study conducted by Zhu et al., [1] and his friends where they found
that the relationship between EB application and performance is mediated by the level of support provided by top
managers. Also, SCM practices adoption within the firm was found to be a critical mediating factor between EB and
performance among firms working in logistics and transportation [23]. Thus, to enhance the effectiveness of EB on
performance SCM capability and support of top management must be established within the firm.
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3. CONTEXTUAL FACTORS IN THE LITERATURE

3.1. Moderation and mediation contingent factors

As shown earlier, the usefulness of some of the EB models for different types of enterprises that have been proposed
by some previous studies is not clear. Thus, the current paper highlights a list of contingency factors in which e- business
applications are suggested and argued to be more effective and factors that were reported to have influence on EB and
performance relationship. This list is expected to encourage future research in designing EB tools that can be of a
strategic value for the adopters.

Table. 2 Mixed findings of previous studies on EB adoption—performance link

Positive relationship

[19]; [20]; [21] ;[22] ;[49]

Negative relationship

[24] :[25]; [26]

No significant relationship

[27]; [28]

Table 3. example of contextual factors studied by previous studies on EB—performance link( A-
fit of contingencies as moderators)

[29] Level of uncertainty and risk involved in | These dimensions are importantfor the effect of IT on
external environment, item value and co-ordination costs between SCmembers
frequency of purchase
[30]: [31] Strengths and complexity ofsupplier- The effectiveness of purchase strategy (i.e. e-purchase or
buyer relationships traditional) depend on strength
of supplier relationships
[32] Internal integration Technical and organizationalintegration of business
systems
improve  effectiveness  andefficiency of

[33]; [34]; [68]

Firm characteristics

Focus domain is important

[35]

Organizational readiness

Level of Internet knowledge among non- IT professionals
Adequate computer systems within the firm to access and
usethe Internet without major problems

[36]

EB strategy (lower-costvers.
Differentiation strategies)

EB is more effective for dynamic and differentiation
strategies that focus on matching
current dynamic customer needs

Complexity of the supplynetwork

[37]; [38]; [39] | Product  characteristics ~ and market Both factors have strong positive influence on
type effectiveness of ICT on performance
[40]; [41] Industry Size; position of thefirmin These factors partially moderated the link between e-
the supply chain; business and performance

[42] ;[43] ;[44]

Competitive intensity Size; IT

IT infrastructure is important moderator while

infrastructure competitiveintensity is not a critical moderator
[45]; [46] Demand unpredictability;product Demand unpredictabilitynegatively influence
Turbulence e-
business—performance  whileproduct turbulence does
not
[10] Degree of customization Higher degree of customization enables better
performance in most of the cases, depending on
the complexity of operations andtype of product/services
offered
[44] Absorptive  capacity of apurchase | Ane-purchasing tool may not initself positively influence
function performance unless combinedwith absorptive capacity as

a human interface to maximise its information and
transactional
improvement potential

Examples of contextual factors studied by previous studies on EB—performance link (B- fit ofcontingencies as

mediators)

[1] Support  obtained from top Top management support fully mediates the EB-
management on the use of ICT performance link

[62] E-trust E-trust mediates the relationship between e-marketing

orientation strategic business performance
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[74] E-collaboration capability The impact of EB strategy on performance is fully
mediated by e-collaboration capability

[23] SCM practices such as EB for value EB for value creation mediated the link between basic EB
creation tools and SCM performance

[49] EB (in terms of internal integration and external Non-financial performance fully mediates the relation between the

diffusion) , organizational performance , external EB diffusion and organizational performance. Also, this

differentiation, enterprise agility, customer relationship is fully mediated by differentiation and relationship
relationship development and partner attraction  |development for the US firms.

4. CONCLUSION AND IMPLICATIONS

Despite the growing recognition about the importance of EB in achieving higher performance, findings of previous
empirical studies on this issue are inconclusive [46] (see table 1). While some studies reported a positive relationship
between EB and business performance, others found negative relationship between these. This might indicate thatwe
have limited understanding on how these factors are interrelated [51, 55] and thus further investigation in this area is
needed. The lack of a proper understanding of the specific factors and conditions that drive the success of EB projectsmay
lead to waste of resources and business failure. Accordingly, several recent EB researchers and practitioners argued for
the importance of aligning drivers, practices and context of EB adoption. This paper aimed to review theliterature to
provide a list of contextual factors that were reported to have significant influence on the effectiveness of e- business
applications and performance, and thus to systematically investigate if contextual factors have been considered enough
by previous EB studies. By doing this, the paper shows the actual mechanisms that enable good outcomesfrom the use
of ICT and other EB tools or whether the context of the study [45, 46] plays significant role in determiningthe outcomes
of studies examined the relationship between EB practices and performance. This list could in turn provide guidance for
practitioners, dealing with designing EB tools, on factors that must be considered when designing newEB applications
for different contexts. It also provides suggestions for future research directions on examining newcontexts where the
level of fit between EB applied and the context is high. For example, future studies might examine the influence of the
different stages at which the product is located in the product life cycle on the effectiveness of EB tools. Furthermore, it
appears that SMEs take up of EB is different to that of large firms [65, 66, 67, 68, 72]. The implication suggests for a
contingent- SMEs characteristic-based approach to determining how SMEs employ ICT- rather than a ‘one size fits all’
solution [68]. Also, reviewing the literature shows that the contextual factors examined by previous studies were
examined separately without taking in account how the interaction between these factors could influence the relationship
between e-business and performance. Examining the interaction of several contextual factors and its influence on issue
under investigation is important to obtain a better understating oh how two factors are interrelated [47].

Despite the theoretical and practical contributions of this study, it suffers from some limitations. First, the current
study emphasized the importance of considering a contingency perspective when studying the EB practices and
performance relationship in general. However, since different performance measures were adopted by different article
reviewed, the various effects of the contingency factors discussed in this research on operational, business and other
aspects of organizational performance have not been discussed. Also, the focus of this paper is on literature related to
limited keywords in the supply chain management, logistics, operations management and other business and management
related fields that tend to have their own unique complexity when using EB and ICT. Expanding the review to a broader
range of keywords in other fields where EB and ICT tools are used, and analyzing a larger date from various data bases
would be of a critical value to the EB body of research. The list of moderators and mediators highlighted in this study
are not meant to be inclusive, and future studies are encouraged to explore other factors that have not been discussed in
this paper. Further, the different research methodologies adopted by previous EB practices-performance researches might
influence how the direct and indirect relationships between these factors were interpreted, but the methodological aspects
of the reviewed papers were beyond the scope of the current study. Focusing on these areas of researches is expected to
provide a deeper and a different understanding of how EB practices and performance are related to create the expected
outcomes.
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