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Abstract 
The importance of Electronic commerce (E.C) to any business cannot be 

undermined due to the role it plays in improving businesses be it small, 

medium or large enterprises of any economy. Electronic commerce has 

facilitated the emergence of new strategies and business models in several 

industries in developing countries, Nigeria inclusive. However, among 

many studies that have been conducted to investigate the factors that 

influences the adoption of e-commerce in both small and large businesses 

organizations, there is little or no empirical research that has examined the 

influence of e-commerce on business performance, especially in Kaduna 

Nigeria supermarkets after the technology has been implemented to the best 

of the researcher’s knowledge. Thus, this study aimed at examining impact 

of electronic commerce on business performance. Three hypotheses were 

formulated in a null form. Data were collected from owner/managers of 

SMEs in Kaduna State, Nigeria. A total of 208 returned questionnaires were 

analyzed. Structural equation modelling was used to analyze the data 

processed on Smartpls2. Findings reveal that business to consumer, 

consumer to consumer and government to consumer have a positive 
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significant relationship with SMEs performance. The study recommends 

that small and medium scale enterprises (SMEs) in Nigeria should 

encourage more of electronic commerce (business to consumer, consumer 

to consumer and government to consumer). SMEs should effectively and 

efficiently adopt and implement electronic commerce very well. This is one 

of the highly commendable way to boost business performance that will 

guarantee sustainable competitive advantage. The study therefore 

concludes that that business to consumer, consumer to consumer and 

government to consumer have significant effect on SMEs performance in 

Kaduna state. 

 

Keywords: business to business, consumer to consumer, government to 

consumer, Performance 
 

 

Introduction 
Background to the Study 

The importance of Electronic 

commerce (E.C) to any business 

cannot be underestimated due to the 

role it plays in improving businesses 

be it small, medium or large 

enterprises of any economy. E.C has 

facilitated the emergence of new 

strategies and business models in 

several industries in developing 

countries, Nigeria inclusive. 

According to Kareem, Owomoyela 

and Oyebamiji (2014), Significant 

changes are happening in small 

businesses with the introduction of 

online shopping, especially in terms of 

channel development and 

coordination, business scope 

redefinition, the development of 

fulfillment centre model and core 

processes, new ways of consumer 

value creation, and online 

partnerships. 

The digital era comes with a lot of 

changes, not just in the way we 

communicate but also the way we buy 

and sell products and services. The 

advent of internet has had tremendous 

impact on many areas of human life, 

and business is one major area which 

has been totally revolutionized. At 

least one in every three people in the 

world, has either bought something, or 

offered some sort of service through 

the internet. This is indicative of how 

much e-commerce has grown over the 

years considering that in 1998, only 

5% of all businesses worldwide, had 

embraced the internet and e-

commerce (Runrex, 2018). 
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According to Organization for Economic Co-operation and Development 

(2000), “the advent of Internet-based electronic commerce offers considerable 

opportunities for firms to expand their consumer base, enter new product 

markets and rationalize their business. Although problems of definition and 

measurement of electronic commerce make it difficult to gauge the 

phenomenon, available data indicate impressive growth in the rate of adoption 

of the Internet by Small and Medium-sized Enterprises (SMEs) in a number of 

OECD countries. SMEs appear to be gradually bridging the gap in uptake in 

comparison with larger firms” 

The World Trade Organization (WTO) defines E-commerce as “the production, 

distribution, marketing, sale or delivery of goods and services by electronic 

means” (Baker & McKenzie 2001 cited by Kaynak et al 2005). In other words, 

E.C can be defined as: “the buying and selling of information, products, and 

services via computer networks” The electronic commerce segment on the 

small business has witnessed tremendous growth in terms of participation in the 

Nigerian economy in the last one year. According to Johnson (2014), over 100 

firms both local and foreign have shown greater interest in the sector alleged to 

worth over $50 billion annually. She said the industry has no doubt opened 

doors for the coming generation of young Nigerian entrepreneurs. Electronic 

commerce industry has no doubt increased the percentage of local content in 

products and services as well as increased utilization of local capacity. Other 

advantages attributed to SMEs according to Pembi, S. (2016) include: the 

encouragement of entrepreneurship; the greater likelihood that SMEs will 

utilize labour intensive technologies and thus have an immediate impact on 

employment generation; they can usually be established rapidly and put into 

operation to produce quick returns. 

Ayo et al, (2011) asserted that the adoption of e-commerce in Nigerian business 

organizations has increased since the users of internet in Nigeria has grown 

from 0.1% in 2000 to 29.5% of its population in June 2010 and still has the 

potential to grow higher. Although most of the small businesses in the ICT 

industry occurred in predominantly informal, fragmented market places like the 

Banex Plaza market in Abuja and the Computer Village in Lagos, the wholesale 

and retail trade sector accounted for 20 per cent of GDP in 2012; making it the 

second largest contributor to GDP (Johnson, 2014). Tunde (2014) also noted 

that online retail market in Nigeria has significantly impacted the nation’s 

economy. In the same vein, Mary-Anne (1998) affirmed that e-commerce offers 
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a level playing ground for large businesses, as well as small and medium-scale 

enterprises (SMEs) to operate in the global market-place; and for regional 

businesses and communities to participate in social, economic and cultural 

networks seamlessly across international boundaries. 

However, in this study, we will consider three proxies of e-commerce on the 

business performance of SMEs. These include Business-to-Consumer, 

Consumer-to-Consumer, Government-to-Consumer. SMEs, due to their largely 

small sizes, are perceived to have quicker decision-making process which puts 

them in a good position to adapt to new technologies like business to consumers, 

consumer to consumer and government to consumer. 

 

Objectives of the Study 

The main objective of this study is to examine the impact of electronic 

commerce on small business performance.  The specific objectives include: 

• To determine the impact of business-to-consumer on small businesses 

performance of SMEs 

• To determine the impact of consumer-to-consumer on small businesses 

performance of SMEs 

• To determine the impact of government-to-consumer on small 

businesses performance of SMEs. 

 

Research Hypotheses 

In relation to the research questions, the following hypotheses have been 

formulated and will be stated in null form: 

H0i:  There is no significant relationship between business-to-consumer on 

small businesses performance of SMEs 

H0ii: There is no significant relationship between consumer-to-consumer on 

small businesses performance of SMEs 

H0iii: There is no significant relationship between government-to-consumer on 

small businesses performance of SMEs 

 

LITERATURE REVIEW 

Electronic Commerce 

The World Trade Organization (WTO) defines E-commerce as “the production, 

distribution, marketing, sale or delivery of goods and services by electronic 

means” (Baker & McKenzie 2001 cited Kaynak et al 2005). E- Commerce also 
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refers to transactions conducted via the internet. Every time individuals and 

companies are buying or selling products and services online they are engaging 

in ecommerce.  For many businesses, electronic commerce means using the 

Internet as a distribution channel to market and sell goods and services to the 

consumer. This narrow definition really defines only Internet commerce. 

Electronic commerce is much broader in what it encompasses. According to 

Malcolm Frank, V. P. Marketing, Cambridge Technology Partners, electronic 

commerce is the electronic exchange of information, goods, services, and 

payments and includes the creation and maintenance of Web-based relations. 

Therefore, E- Commerce includes, but not limited to, the Internet, Intranets, 

Extranets, Electronic Data Interchange (EDI), and others. Examples of 

electronic commerce include transaction processing with electronic payment, 

coordination with business partners such as inventory management, consumer 

self-service such as tracking order status and researching problem resolution, 

and using a corporate intranet for ubiquitous information distribution. This 

study focuses on three major areas of electronic commerce. These are Business-

to-Consumer (B2C), Consumer-to-Consumer (C2C), and Government-to-

Consumer (G2C). 

 

Concept of Performance 

Nowadays, the performance of businesses has been one of main focus and major 

issue for both owner-managers and academic writers (Armstrong, 2012). 

Performance has been defined by different researchers over the years; 

Performance has been conceptualized and measured differently by different 

researchers. Bryman (1992) described performance as the result from a person’s 

effort which has been achieved by the presence of labour, ability and assignment 

perception, effort as a result of motivation, satisfaction and commitment that 

shows the amount of energy used by an individual in initiating a task. Guta 

(2013) assessed performance in relation to the information obtained through 

primary resources or secondary resources. Iskandar, Rafiki and Harahap (2014) 

viewed performance as one of the elements that is assessable through the level 

of the productivity of their product, which includes quality, quantity, knowledge 

or creativity of individual towards accomplished work. Performance can also 

be view as a consideration of result, qualitatively or quantitatively of 

predetermined objectives, and the activities carried out in accordance with a 

plan (Zincirkiran, Ehman, &Yasar, 2015).  
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According to Zafar, Hafeez, and Sharrif (2016) performance can be defined as 

a degree of achievement of objectives related to work and accomplishment of 

tasks. Hence, performance is the accomplishment of a given task measured 

against preset known standards of accuracy, completeness, cost and speed. In 

other words, performance is the qualitative and quantitative evaluation of 

planned efforts towards the realization of organizational objectives and results 

(Kalmuk&Acar, 2015). However, firm performances are generally centered on 

either efficiency or effectiveness, since business enterprises must eventually be 

profitable to survive (Ngatno, Suharyono, Imam &Almusadiq, 2014).  

Performance can be measured taking into consideration two types of 

performance: financial performance and non-financial performance. Majority 

of the researchers measure performance using the financial and non-financial 

measures (Gin, 2008). Financial performance tries to measure how well a firm 

can use assets from its primary mode of business and generate revenues. This 

term is also used as a general measure of a firm’s overall financial health over 

a given period of time, and can be used to compare similar firms across the same 

industry. Financial performance includes productivity, market share and 

profitability (Landau, 2009). According to Kaplan and Norton (1992) financial 

performance measures are used to monitor the inflows (revenue) and outflows 

(costs) and the overall management of funds in the firm. 

 

THEORITCAL FRAMEWORK :Resource-Based View 

One of the most popular theories that can better explain the relationship that 

exist between those heterogeneous intangible firms’ resources and firm 

performance is resource-based view theory (Bridoux, 2003; Aminu 2015; & 

Barney, 1986). Barney (1991) argued that sustained competitive advantage can 

be derived from the resources a firm controls that are valuable, rare, imperfectly 

imitable, and not substitutable. These resources can be viewed as tangible and 

intangible resources, which include Internet, Intranets, Extranets, Electronic 

Data Interchange among others which a firm can control. According to Barney 

(1991), if all firms within an industry share common resources, then none of 

them have the possibility of sustaining competitive advantage. 

Barney (1991) observed that superior performance can be achieved through 

those basic strategically relevant internal resources of an organization which are 

physical capital resources, organizational/structural capital resources, human 

capital resources and those available organizational memories stored in the 
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organization. Physical capital resources consist of organizations’ physical 

assets such as plants/equipment and access to raw materials (Pedrosa & 

Carvalho, 2014). According to Barney (1991) one of the major assumptions of 

resource-based view is that all firms within an industry do not share a common 

resource; resources are heterogeneous in nature (different firm have different 

resource). Therefore, a firm can only achieve sustained competitive advantage, 

only when those resources within his jurisdiction are fully managed and utilized 

(Aminu & Mahmood, 2016).  

The relationship that exist between electronic commerce and business 

performance can be best explained by resource-based view theory, because 

these resources are all heterogeneous intangible resources which is being 

controlled by firms (Bridoux, 2003; Aminu & Mahmood 2016; & Barney, 

1986). Those resources are valuable, rare, imperfectly imitable and they are not 

substitutable. If a business or a firm is able to manage his or her own resources 

effectively, such firm can achieve competitive advantage (Barney, 1991). 

 

Population of the Study 

The population of the study consist of SMEs that are located in Kaduna state. 

The study consists of 352 registered Small and Medium Scale Enterprises 

(SMEs) operating in Kaduna state. The list of SMEs operating in Kaduna was 

obtained from the website of the Kaduna Investment Promotion Agency 

(KADIPA) as at December 2019. 

 

Sample Size of the Study 

The sample size was determined using formula suggested by Yamane as cited 

in Israel (2013).  

Sample size formula: 

     n=             N 

               1+ N (e)2 

Where: n= sample size 

            N= population size 

           e = desired level of precision 

           1= constant 

Therefore;  

n =                      352 

                       1+ 352 (0.05)2 

n=                                  352 

                             1+ 352 (0.0025) 

n=                                     352 

                                 1+ 0.88 
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n= 187 

 

Measurement of Variables of the Study 

The study used a structured questionnaire to gather needed information from 

respondents. The questionnaire utilised for this study was adapted from 

previous studies. In this study, the various electronic commerce items were 

adapted from Ayo, C.K, Adewoye, J.O & Oni, A. (2011).  Seven (7) items were 

used to measure SMEs performance, and those items were adapted from Spillan 

and Parnell, (2006) scale. 

 

Method of Data Analysis 

Data collected will undergo preliminary analysis. The data will be tested for 

missing values. Missing values were replaced using mean substitution. Outliers 

will be detected and screened. The data will further undergo normality test using 

skewness and kurtosis statistics, and multicollinearity will be tested using 

Variance Inflation Factor (VIF). The data collected will undergo further 

processing using Partial Least Square Structural Equation Modelling (PLS-

SEM) on SmartPls2. Structural equation modelling will be used by this study 

as it is a tool that works better for complex models (Urbach & Ahlemann, 2010). 

 

RESULTS OF MEASUREMENT MODEL 

 
 

Construct Reliability and Validity (Measurement Model) 

Construct Items Loadings AVE CR 

Business Performance BP_1 0.907 0.633 0.870 

 BP_2 0.712   
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 BP_6 

BP_7 

0.615 

0.907 

  

Business to Consumer BTC_1 0.799 0.523 0.764 

 BTC_2 0.768   

 BTC_4 0.585   

Government to 

Consumer 

GTC_1 0.789 0.670 0.859 

 GTC_2 

GTC_4 

0.789 

0.877 

  

Consumer to Consumer CTC_1 0.894 0.684 0.811 

 CTC_2 0.754   

Note: AVE represents Average Variance Extracted; CR represents Composite 

Reliability.BP_3, BP_4 and BP_5, BTC_3, GTC_3, GTC_5, CTC_3 were 

deleted because of their measurement issues. 

 

Table 4.5 show the reliability and validity of constructs of the study. Construct 

reliability and convergent validity of constructs were tested using composite 

reliability and Average Variance Extracted (AVE) as suggested by Garson 

(2016). Composite reliability coefficient should be ≥ 0.7 also (Lee & Chen, 

2013), while AVE coefficient should be ≥ 0.5 (Garson, 2016). Item loadings 

should be above 0.5 (Hair et al., 2014). On Table 4.5, it is seen that all of the 

items met the minimum bench mark for item loadings (i.e., 0.5), composite 

reliability (i.e., 0.7) and AVE (i.e., 0.5). Therefore, it is assumed that the items 

on Table 4.5 displayed reliability and convergent validity. The data were next 

subjected to discriminant validity test using fornell-larcker criterion. The result 

is presented in Table 4.6 

Table 4.6 

 

Discriminant Validity using Fornell-larcker Criterion.   
BTC GTC CTC 

BTC 0.723     

GTC 0.56166 0.819   

CTC 0.28579 0.696663 0.827 

Note: The bolded numbers represent the square root of the AVE of each latent 

construct. 
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AVE was used by the study to establish discriminant validity using the Fornell–

Larcker criterion. For discriminant validity to exist, the square root of the AVE 

should be higher than its correlation with other latent variables (Garson, 2016). 

On Table 4.6, the bolded numbers represent the square root of the AVE of each 

latent construct. The square roots of the AVE of each construct are higher than 

their correlations with other latent construct. Going by the fornell-larcker 

criterion, the data exhibited discriminant validity. The study next tested the 

hypotheses of the study by calculating the structural model, bootstrapping the 

samples 5,000 times.  

 

 
Fig 4.7 Bootstrapping 

 

Test of Hypotheses  

The study tested for the impact of business to consumer, consumer to consumer, 

government to consumer on business performance. Thus, Table 4.7.1 presents 

the result of the test of hypotheses.      

 

Test of Hypotheses 

Relationship Beta 

Coefficient 

SD t 

statistics 

P Value Decision 

BTC ->  BP 0.422 0.072 5.841 0.000 Rejected 

GTC -> BP 0.197 0.062 3.166 0.002 Rejected 
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CTC  -> BP 

 

R Square 

0.249 

 

.519% 

    

0.090 

2.743      0.007                  

Rejected 

 

Table 4.7.1 presents information on the test of hypotheses. The three hypotheses 

of this study are empirically rejected. From Table 3, it is seen that business to 

consumer has effect on business performance, significant at 1% (β = 0.422, 

p<0.01). Similarly, Government to consumer has a significant effect on 

business performance, at less than 1% (β = 0.197, p<0.01) and consumer to 

consumer also has significant effect on business performance, significant at 1% 

(β = 0.249, p<0.01). R square is 0.519%, this means the independent variables 

of this study accounts for 52% variation in organization performance. 

 

Construct Cross-validated Redundancy (Q2) 

Construct SSO SSE Q2 (=1-SSE/SSO) 

Business 

Performance 

1000.0000 602.0235 0.397976 

 

The Stone-Gleisser Q2 value was used to the predictive relevance of the model. 

A Q2 value of 0.02 represents a small effect size, 0.15 represents a medium 

effect size, and 0.35 represents a high effect size (Cohen, 1988). From Table 

4.7.3, it is seen that the Q2 value of organization performance is above 0. More 

precisely, the Q2 value of organization performance is 0.39; this means business 

to consumer, government to consumer and consumer to consumer have a large 

degree of predictive relevance in regard to business performance.  

 

Discussion of Findings 

Business-to-Consumer was discovered to be significant with business 

performance and significant at 1 percent performance (β=0.422 p<0.01). As a 

result, there is a positive significant relationship between Business-to-

Consumer and Business Performance. Therefore, we reject the null hypothesis 

that states that business to consumer does not significantly affect business 

performance.  This result is therefore consistent with previous empirical studies, 

which have reported that job security is significantly related to business 

performance (e.g Fruhling, L. & Digman A. 2000). 

Consumer-to-Consumer was also discovered to be significant with Business 

Performance and significant at less than 1 percent performance (β = 0.249 
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p<0.01). As a result, there is a positive significant relationship between 

consumer to consumer and business performance. Therefore, we reject the null 

hypothesis that states that consumer to consumer does not significantly affect 

business performance.  This result is therefore consistent with previous 

empirical studies, which have reported that consumer to consumer is 

significantly related to business performance (e.g Adenwala, M. 2014 & 

Fruhling, L. & Digman A. 2000). 

Finally, it was revealed that Government-to-Consumer was also discovered to 

be significant with Business Performance and significant at less than 1 percent 

performance (β = 0.197 p<0.01) As a result, there is a positive significant 

relationship between government to consumer and business performance. 

Therefore, we reject the null hypothesis that states that government to consumer 

does not significantly affect business performance.  This result is therefore 

consistent with previous empirical studies, which have reported that 

government to consumer is significantly related to business performance (e.g 

Ayo, C.K, Adewoye, J.O & Oni, A.2011). 

 

Conclusion  

Based on the findings, the study concludes that Business-to-Consumer, 

Consumer-to-Consumer and Government-to-Consumer have significant effect 

on business performance of SMEs in Kaduna state 
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