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ABSTRACT

The IT-business alignment factor has been getting increased amounts of attention from
researchers and practitioners due to its potential positive impact on digital marketing
and e-commerce performances of the Small and Medium Enterprises (SMEs). This
study aims to propose IT-business alignment factors to enhance SME's performances
by evaluating the moderating role of digital marketing and e-commerce in the
association between IT-business alignment factors and SME's performances sector in
Baghdad city of Irag. To meet these objectives, 18 hypotheses tailored by the resource-
based view (RBV) theoretical lenses were proposed to test the theorized relationship
of IT business alignment factors, Digital marketing, e-commerce, and SMEs
performance. A quantitative method is applied in which data is collected from a
customized survey with 65 SMEs functioning in most industries such as
communication, investment, and cosmetics sectors in Irag. The data analysis was
conducted using Smart PLS 3.2.9. The data analysis was conducted using Smart PLS
3.2.9. The findings of the path analysis of partial least squares (PLS) support variables
in the hypothesized direct relationships with SME's performances. The relationships
between IT-business alignment factors (human factors, communication, governance,
partnership, competency, IT investment) and SMEs performance (SP) have been
supported. Poor of IT business alignment factors, digital marketing, and e-commerce
in Iragi SMEs performance. The finding of digital marketing and E-commerce
moderators were supported. The study advances several recommendations that could
be beneficial for researchers to conduct further studies in this area as well for the
representatives of organizations in their efforts to enhance the SME's performances in
the future. Lastly, this research presents theoretical, empirical, and practical

implications as well as limitations and recommendations for future investigation.



Vi

ABSTRAK

Perniagaan yang berlandaskan unsur Teknologi Maklumat mempunyai faktor
penyelarasan yang sangat terkesan dan telah mendapat perhatian dunia oleh para
penyelidik dan pengamal penyelidikan kerana menarik kesan yang sangat positif
terhadap prestasi pemasaran pada platform Digital dan E-Dagang kepada Perusahaan
Kecil dan Sederhana Kajian ini bertujuan untuk mencadangkan faktor-faktor
penyelarasan tersebut terhadap perniagaan dalam aspek Teknologi Maklumat untuk
meningkatkan prestasi PKS itu sendiri dengan menilai peranan kejayaan dan
keberkesanan pemasaran ini menggunakan platform Digital dan E-Dagang di bandar
Baghdad Irag. Dalam memenuhi objektif ini, terdapat 18 hipotesis yang disesuaikan
dengan lensa teoritis pandangan para penyelidik berasaskan sumber yang dikaji dan
diusulkan untuk menguji hubungan teori, faktor penyelarasan berlandaskan perniagaan
Teknologi Maklumat, pemasaran Digital, E-Dagang dan prestasi PKS itu sendiri
sangat berkesan. Di dalam penyelidikan ini kaedah kuantitatif digunakan di mana data
dikumpulkan dari hasil dan tinjauan khusus dengan sejumlah 65 PKS yang berfungsi
di kebanyakan industri kini seperti sektor komunikasi, sektor pelaburan dan sektor
kosmetik di Baghdad Irag. Analisis data penyelidikan ini telah dilakukan dengan
menggunakan Smart PLS 3.2.9. Terdapat sokongan yang mendokong penemuan
analisis penyelidikan ini di dalam hubungan langsung yang dihipotisiskan prestasi
PKS yang mempunyai hubung kait antara faktor penyelarasan perniagaan Teknologi
Maklumat (faktor kemanusiaan, faktor komunikasi, tadbir urus, perkongsian
maklumat, kecekapan digital dan pelaburan). Penemuan peranan pemasaran digital
moderator dan E-Dagang turut disokong. Kajian ini mengemukakan beberapa
cadangan yang sangat bermanfaat kepada para penyelidik untuk melakukan kajian
lanjut di dalam bidang ini dan juga kepada organisasi dalam usaha mereka untuk
meningkatkan prestasi PKS di masa hadapan. Pada akhir kaji selidik, penyelidikan ini

mengemukakan implikasi teori, empirikal dan praktikal serta batasan dan cadangan
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untuk penyelidikan di masa akan datang.
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CHAPTER 1

INTRODUCTION

1.1 Introduction

This study seeks to investigate the IT business alignment factors (ITBAF) of small and
medium enterprises (SMES) in the manufacturing sector in Iraq and its relationship on
the development of the performance of the SMEs with a moderating role of digital
marketing and electronic commerce. This chapter thus, provides a background to the
study, the statement of the problem, the gap in the literature, research objectives,

research questions, the significance of the study, and chapter conclusion.

1.2 Background of Study

IT-business alignment is the fit between IT strategy and business strategy in
organizations (Belete & Hagos, 2020). Strategic alignment helps organizations use
their IT resources effectively to support their business strategies, thus enables them to
maximize the impact of their IT investments, integrate IT and business processes, and
increase competitiveness, revenue growth, and profitability (Belete & Hagos, 2020;
liImudeen et al.,2019; Bhattacharya, 2017; Panda & Rath, 2018).

In an early attempt, Luftman, 2017, noted that organizations spend a high
percentage of their budgets on developing IT capabilities, which in turn provide
strategic benefits to the organizations. They investigated the alignment between

organizations’ critical success factors and their IT capabilities, and reported a positive
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effect of the alignment on organizational performance (Luftman et al. ,2017: Gutierrez
et al., 2015). Tallon (2016) also conceptualized strategic alignment as the match
between business strategy and IT strategy. Although they did not find any statistical
support for the performance effects of the alignment, they reported that firms tend to
choose an IT strategy that is consistent with their business strategy. Later, Afandi,

(2017) investigated the effect of strategic alignment on the performance of small firms.

While they did not hypothesize a causal direction, their results indicated that
firms with higher levels of alignment perform better than those with lower levels of
alignment. Recently, Alghazi (2018) used a different approach to study the effect of
IT and business alignment on firm performance. Fazal et al., (2020), they
conceptualized operations strategy in four dimensions: flexibility strategy, quality
strategy, delivery strategy, and cost strategy, and measured alignment based on the
perceptions of general managers and operations managers on how IT supports these

four dimensions.

Al-Adaileh (2017) further articulates that Business-IT strategic alignment
refers to the degree of congruence between Business and IT strategies. While its
importance is well researched and documented, no organization can attain maturity
without adopting a process within a framework to ensure a measure of success in
alignment. Luftman et al., (2017) presented an approach to assess and evaluate the
maturity of an organization's business-IT alignment, he had provided a maturity level
of alignment called the strategic alignment maturity (SAM) model. Understanding the
maturity of its strategic alignment processes and practices would empower the
organization to improve or adopt new and additional approaches to its Business-1T
alignment (Luftman, 2015).

Enormous revolutions in Information and Communication Technology (ICT)
contribute to change the way that business is conducted. The world economy in the
present age is moving from the commodity-linked stage only to the stage of value
creation, employment, and economic wealth (Qashou, 2017). Marketing is one of these
sectors that are affected, leading to the emergence of the so-called Electronic
Marketing or E-marketing (Hamad et al., 2018; Akindolire et al., 2015). Marketing in
general is all things that an organization does to create and share value with customers

and thus it is of valuable value in guiding the enterprise strategy (Silk, 2015). Grénroos
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(2016) says that the development of marketing is linked to the development of
technology as technological applications enables enterprises to give the consumer what
he wants in any way and whenever he wants. E-Marketing is becoming more essential
in the present era, which is characterized by global markets, intense competition, and
open borders (lvanauskiene, 2015). In addition, modern and diverse means of
communication enabled customers to access each product or service quickly without
bothering about time and location (Verma, 2016). All these developments have made
it incumbent on the institutions to consider new ways of marketing and reshape the
traditional methods. Marketing managers have perceived the Internet as an attractive
marketplace where online activities enhance the relationship between buyers and
sellers (Kanchan et al., 2015). Marketers had opportunities to have more effective
ways to communicate information about goods and services to a targeted audience
(Saridakis et al., 2018).

There were numerous studies and developments in which marketers
identified novel approaches to Internet marketing strategy and planning (Choudhury,
2019). Online marketing programs have become a premier venue for targeted
consumer marketing, presenting enormous potential for revenue growth (Choudhury,
2019). SMEs often used advertising and promotion to help position the goods or
services as meeting the desires and needs of the target market. For the purpose of this
study, online presence through the Internet was the suggested novel approach for
positioning marketing. Social media has become an indispensable part of today’s
marketing landscape (Liu et al., 2018; Keller & Fay, 2012). Social media has grown
enormously since its inception, with substantial impacts on marketing as well. Recent
reports indicate that the value of social media marketing worldwide reaches billions
(USD).

Digital marketing can be characterized unexpectedly. E-Advertising
organizations, for example, describe e-advertising as the use of e-information and
programs to launch, distribute, develop, and evaluate ideas, products, and projects for
unique and accomplished recognized purposes (Qashou & Saleh, 2018; Ali et al.,
2017) characterizes it as a way to use networks with the aim of providing the necessary

organizations and management to do business smoothly.
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While Shaltoni (2016), E marketing as the Information Technology (IT)
recruitment in a meaningful way for the institution and its shareholders, where the
technology is used in the management of the institution’s relations with its customers,
creating and delivering benefit for them. The use of numerous electronic data or
electronic applications to direct advertising exercises creates clear E-marketing
devices. These devices include internet demonstration, email advertising, intranet
advertising, and extranet advertising, mobile marketing, etc. (Waheed & Yang, 2017;
El-Gohary & El-Gohary, 2016).

IT is an integral part of support, sustain and grow a business with the rapid
development of technology technologies, innovative information technology has
become an important topic of research in the era of electronic business (Kasemsap,
2018). Evolving technologies continually present new opportunities and challenges for
industry practitioners, business education, and academic research (Royle & Laing
2014). Technological developments have identified new marketing tools or media such
as social media. From the outset, this electronic media plays an important and effective
role in improving access to consumers through over internet (Mohammadpour et al.,
2014).

Web-based media marketing is a buzzword that can be described as the use of
online media as a promotional tool, as stated by Khatib (2016), it refers to web-based
promotion as the use of social media by the media for organizational elements in
general promotion (Prasad & Saigal, 2019). It is a cycle in which people participate in
the promotion of their websites, objects and administration through online social
channels, to interact with the community and benefit from a much larger network that
was not accessible through traditional advertising channels (Alkhoms and Alnsour,
2013). They recommend that future marketing strategy research should consider the
impact of marketing on a company's productivity and creativity and how marketing
strategy works and how it can be used as a large company (Ozkaya et al., 2015).

E-commerce is a new profitable approach to business management that goes
beyond direct data development and improves electronic exchange through retail
terms, incorporation guarantee and direct booking through billing, items and receipts
(Alley & Emery, 2017). Almost a quarter of a century has passed since businesses have
used the Internet and the World Wide Web (Hashim, 2009). Shehata, & Montash
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(2019), contended advances in technology such as networking, telecommunications,
the Internet, and electronic commerce (e-commerce) have provided businesses with
more effective and competitive business tools. Such technological advances are
serving to change the way to conduct business. (Zulkiffli et al., 2020).

John (2017), contended advances in technology such as networking,
telecommunications, the Internet, and electronic commerce (e-commerce) have
provided businesses with more effective and competitive business tools. Such
technological advances are serving to change the way to conduct business. Consumer
behaviors such as an increase in Internet use to find out about the products or services
they are interested in, including the experiences of previous buyers, are changing
(Agenda et al., 2015).

Faloye (2014) posited in small businesses, e-commerce technology represents
a potential for business growth and expansion. Viio & Gronroos (2016), also defines
the inevitable link between innovation and advertising with standardized innovative
market technology. Thus, e-commerce is becoming a cornerstone of the current era,
shown by companies around the world, unusual competition, and open (Gilmore &
Carson, 2018).

All electronic exchanges on both the supply and purchase sides are e-
commerce, while exchanges and correspondence on the trade side are electronic
exhibition forms (Skudiene et al., 2015). The quality and amount of information that
a company sends to customers or uses that information to make choices can determine
exactly how competitive the business is (Chaffey et al., 2015). During this time, the
business has changed at an alarming rate, with massive global organizations such as
Google, Facebook, Amazon, Alibaba, eBay, and Uber 20 years ago being incredible
and becoming a major part of our modern economy (Leiner et al., 2018). In 2015,
online sales accounted for 7.4% of total US retail spending, the highest percentage
since the start of tracking in 1999 (Phillips, 2015).

E-commerce or e-business means better business in correspondence and
information exchange is crucial for all companies (Turban et al., 2017). Additionally,
online sales promotion allows businesses to adapt to customer needs with lower
exchange fees and allows customers to negotiate painlessly over time and region
(Watson et al., 2002; Sheth and Sharma, 2005).
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In the Iragi environment, performances are not sufficiently explored. Some
experts are examining some of the problems identified in this area. For example, Salem
(2016) attempts to analyze the elements that affect the way buyers perceive SMS
advertising in Irag. Many of these studies generally refer to electronic commerce (e-
business). Model examples include Ahmed (2018), who discusses the e-commerce of
Iragi SMEs (SMEs). Thabit and Younis (2015), where they explore barriers to
choosing e-commerce in independent Iragi businesses (Sultan 2018). It builds the
necessary structure for the productive use of Iragi e-commerce. The current study
would actually fill the gap that previous studies have not done in looking at ITBAF

and SMEs performance with digital marketing and e-commerce moderator’s variables.

1.3 Overview of SMEs performance in Iraq

According to Central Statistical Organization Irag (CSO), 2018 on Small and Medium
Enterprises, the Iragi SMEs in 2018, the number of industrial SMEs reached a level of
25,945 which accounted for all enterprises in Irag, and the number of employees in
SMEs reached 85,999, which accounted, except SMEs Kurdistan in the north of Irag.
The number of small enterprises started to decline in 2018 compared to 2017, from
27856 to 25747, by (7.6%) percent and a decrease in the number of employees from
93644 to 83375 by (11%) percent, total wages and benefits (Million dinars) decrease
from 304412 to 298801 with percent (1.8). The value of production amounted in 2018
was 1939289 million dinars compared to 304412 million dinars for the year 2017, i.e.,

a decrease of (3.8%).

Table 1.1: Results for Small industrial Establishments for the years (2015-2018)
(Central Statistical Organization Iraq, 2018)

Years 2015 2016 2017 2018 Percentage
Indications Gl
(2017-
2018)
Number of SMEs 22480 25966 | 27856 25747 -7.6

Table 1.1: Results for Small industrial Establishments for the years (2015-2018)
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