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addressed, and more research recommendations are suggested.
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1. Introduction

For many years now, the strategic IT-business alignment is known as one of the critical management concerns (Gerow et al.,
2015; Luftman & Ben-Zvi, 2011; Orozco et al., 2015). Studies also documented several beneficial consequences of such an
alignment, like increased operating efficiency, innovation as well as potential competitive advantages, and ultimate improve-
ment in output. At the same time, failing to align will contribute to adverse results like a waste of resources, worse financial
efficiency, and organizational results (Alaceva & Rusu, 2015; Chen et al., 2010; Ravishankar et al., 2011). Alaceva and Rusu,
(2015) claim that alignment is to the degree to which the IT strategy communicates and promotes its purpose, goals and
strategies. It has been indicated that the administration of IT is a way that represents management (Majstorovi¢, 2016). Most-
haf and Wagner (2016) concluded that IT strategical alignment occurs where the objectives and practices of a corporation and
the associated information structures are in agreement. Precise alignment suggests that in all cases, the organization imple-
ments sufficient IT, and these steps stay consistent with the company's strategic plans, priorities and demands (Liang et al.,
2017). The very close alignment of IT and business strategies contributed to lower competitive stability and a reluctance to
adapt in an appropriate way to environmental changes, according to Benbya and McKelvey (2006). About the fact that aca-
demics and professionals appear to be struggling to come together with the same perspective on IT-business coordination,
specific frameworks have been implemented more often because of their reliability, relevance and robust psychometric be-
havior. As a foundation for higher strategic IT research, Luftman (2000) established the Strategic Alignment Model (SAM)
(Coltman et al., 2015; Gutierrez et al., 2015). Nevertheless, the applicability of SAM to Middle East organizations is little
known (for a rare example of research, see Alyahya and Suhaimi (2015).
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Communication is one of the critical factors that link the IT Business Alignment and firm performance, but there are still
some issues on communication in SMEs in Baghdad, Iraq. According to Hussein (2011) in Iraq, there is no channel for
communication for business IT executives and shortage of formal networks to share their experiences with other units. Con-
fidence and knowledge across corporate areas and IT divisions are reported that IT workers and down employees in the
company had a lack of coordination, but only top management dominates (Ahmed et al., 2016). This can be seen when most
of the companies do not have a page or website to promote their products to provide information about their background
company. IT Competency at this point is the lower perception of IT value rather than IT cost. Most of SMEs in Baghdad
state, Iraq concerned about the cost instead of the results that they will get back if they apply IT business alignment through
their company or business, however, even fewer productivity measures may be triggered by internal and outsourced IT
(Alkhaffaf, 2018). In Baghdad Iraq, they do not use business and IT metrics continuously, Lack of direct link between the
company and IT metrics, no consistent internal and external benchmarking. This is because they still use the traditional
method, which is also caused by their financial, that they do not get support from the government to encourage them in IT,
Little to no applied IT and business perspective in contrast with other countries. It has been emphasized by Alkhaffaf (2018),
Al-lamy (2018) and Altalib et al. (2018).

Acknowledging the issues identified above, thus it is imperative to investigate Competency and its influence on SMEs per-
formance of Iraq. In Baghdad, the capital city of Iraq, SMEs had difficulties running their businesses, like weak IT-Non-IT
ties with the perception of customer needs. Only IT staff will be exposed about the importance of IT in business, for other
departments they only focus on their work without knowing that they also need to apply IT in their duty to improve their
company and skill (Abbas, 2007). Partnership in business, the partner also holds an essential part in business success, but the
uncertain responsibility and position among businesses and IT workers internally is often the issue they have faced particularly
among SMEs in Baghdad (Bandiera et al., 2019). So many disputes and distrusts occur between the company and IT managers
and, in the preparation and execution process, cost and benefit-sharing among companies and IT are segregated. They still
may not treat IT as a business associate. This has been highlighted by Harash et al. (2014), acknowledging the issues identified
above. Thus, it is crucial to investigate partnership and its influence on SMEs performance of Iraq. Therefore, the objective
of this study is to review the elements of (communication, governance, Competency and partnership) and their roles as IT
Business Alignment Factor in Iraqi companies.

2. Literature Review
2.1 SMEs Performance

A strong view of SMEs' output as the main based framework of this study is inevitable, in particular in terms of the concept
of the company itself and its SMEs. The assessment of small and medium companies’ output is the key to strategic manage-
ment (Santos & Brito, 2012). Nevertheless, there is not a commonly agreed concept of corporate performance because it is a
complex and multi-dimensional object. A wide array of metrics measuring SMEs' success have been identified and utilized
by academic researchers. Also, these metrics could be categorized as objective and subjective (Belderbos et al., 2004). The
following describes and addresses in depth these various metrics of the performance of SMEs. In reviewing previous studies,
Martin assessed three types of SMEs performance, namely, financial performance, productivity, and customer benefit (Martin
et al., 2017). Financial performance refers to the potential of the company to generate more income by increasing its compet-
itive advantage (Ashrafi & Mueller, 2015). Secondly, productivity is a measure of the contribution of various input processes
into output (Luftman et al., 2017). Finally, the total benefit received by stakeholders from the utilization of a particular IT
service offering is known as customer benefit (Brynjolfsson & Hitt, 2000). Business success driven by IT allows companies
to gain benefit through IT investments and only by successful IT business alignment can they prosper. To fully show success
(Schwarz et al., 2010), there will always be a tangible result. SMEs performance is one of the main pillars of management
research. According to Homburg et al. (2019), the concept of business performance may differ in two areas: a) financial output
(profit, return on assets, expenditure gain, etc.). (b) organizational performance covers three different areas of organizational
performance. (b) Economic performance of goods (sales, market position, etc.). And (c) return on shareholders (total return
on investments, additional value for the economy, etc.). SMEs, on the other hand, may often calculate efficiency from a
perceived approach to performance, where Likert-like scale is employed to test the efficiency of small and medium-sized
companies from the top management point of view. In general, financial performance represents the effects and trends of the
business sector that illustrate the general financial stability of the industry over time. It shows how efficiently an organization
manages its resources to optimize its shareholder equity and competitiveness. At the same time, a full calculation of the
financial efficiency of an SME takes into consideration several other forms of metrics. However, the financial ratio is the most
common measurement of performance utilized in finance and inference statistics (Huo et al., 2016).

2.2 Communication

The communication element is needed for alignment and is deemed valid if the receiver understands the information from the
sender (Adnan & Jambari, 2016). Over the last few years, development over ICT has been swift and there are some evidence
of substantial changes in practices like the Supply Chain Management (SCM) under which positive outcomes can still be
obtained in the management of equipment (Biniazi et al., 2011).
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Communication technologies have a beneficial effect on the success of SMEs, current socio-economic conditions within the
districts under which businesses often affect communications technology preference and significantly shape the influence of
communications technology on business performance, and communication technologies tend to play a more valuable and
substantial role on local economy growth (Rufai, 2014). Leadership, support from senior management and good working
relations also form part of effective communication (Navedo-Samper et al., 2013). Knowledge and information that is appro-
priately passed between management and employees also affects the attitude and eagerness of employees to participate and
make a success of the alignment process through the achievement of business goals, curb resistance from both users of IT
services and IT employees, intentions and goals have to be effectively communicated such that they are understood by those
who receive the information (Reilly et al., 2006). To foster cooperation, people need to understand their roles and what is
required of them. At an operational level, business units have to have a shared perspective on what business processes are in
place to achieve operational objectives, and these ultimately will support the overall business objectives (Tarhini et al., 2015).
It is a management role to communicate what processes are needed to support a particular function, and through IT processes
management will help effect that business process (Rath, 2018). The communication is chosen to be one of the factors become
of its essential role that has been mentioned by many authors explained earlier—stated that communication is considered as
an essential element to adopt factors of IT-business alignment. Many Scholars (e.g. Luffman, 2000; Poelen; Stamper et al.,
2012) have identified that communication is one of the essential factors that link between the IT business alignment SMEs
performance. This has been highlighted by the other researchers such as (Helaly, 2012; Naidoo, 2011; Gutierrez et al., .2009;
Sledgianowski & Luftman, 2005) who claimed that communication leads to the successful company. Therefore, communica-
tion is chosen to be one of the factors that become of its essential role that has been mentioned by many authors explained
earlier.

2.3 Governance

IT governance is one structure whereby the position of IT could be adequately identified in organizations and how every IT
work can achieve its business goals is paramount (De Haes & Van Grembergen, 2005). Governance reports on the implemen-
tation of other tasks and on how they are defined as objectives and how they can be strengthened (Rigoni et al., 2010). There
were four problem areas which separated a potential reason for the IT-business discrepancy (Wagner et al., 2015). The four
areas are issues of leadership, structure, process, level of service and principles. The governance role of IT and business
managers are a source of these four areas (Tarhini et al., 2015). The connection between IT and business leaders should be
built in order to promote the effective incorporation of the IT strategy and plans in the integration phase and a suitable frame-
work and procedure (Malyzhenkov & Ivanova, 2017). Quality in terms of stakeholder satisfaction with IT initiatives also
helps bridge the gap, without business leaders believing that IT is a crucial part of business, their initiative will hold no value
in business (Sahin & Robinson, 2002). Also indicated that implementations of a governance framework such as ITIL (IT
Infrastructure Library) also helps in bridging the IT-business alignment gap as some of the problems above are dealt with
(Marrone & Kolbe, 2011). A framework defines the structure, quality and adoption of technical services in an organization.
Business process excellence in the context of IT governance initiatives can be achieved through implementation and meas-
urement of IT outputs in support of non- IT business functions and processes (Debreceny et al., 2013). This is driven through
the IT capability maturity model in which the ideal status being targeted is the optimized processes which are clearly defined,
fully documented, and they are repeatable (Lacerda & von Wangenheim, 2018). Repeatable processes improve efficiency, as
they can be reused across business domains (Kumar & Harms, 2004). IT governance is one of the essential factors that can
help organization, many researchers such as (stamper et al., 2012; Heroux & Fortin 2018; luftman, 2000) have identified that
governance is one of the critical factors that link between the IT business alignment MEs performance. This has been high-
lighted by others (Shamekh, 2008 Naidoo, 2011; Sledgianowski & Luftman, 2005) who asserted that governance leads to the
successful company. Therefore, governance is chosen to be one of the factors that become of its essential role that has been
mentioned by many authors explained earlier.

2.4 Competency

Organizations use their accounting reports, the efficiency of their goods, manufacturing expenses etc. so they need internal
records. Thus, it requires external environmental information, which lets them know more about and please their consumers
quickly and efficaciously — from competitions, buyers, vendors and so on, to achieve strategic advantages in the sustainable
environment (Lai et al., 2006). This research after Tippins and Sohi (2003) defines IT abilities to how the organization employs
such technologies to control its information successfully. Whereas IT is a common word used primarily for programs, com-
puters and telecommunications, it applies to the usage of the competence to meet the company’s information requirements
when applying to such technologies (Mithas et al., 2011). IT competence has gained new urgent significance in terms of
competency concerning the resources and procedures used to manage information, despite the growing value of information
in the world marketplace of today (Glazer 1991). Competences are inimitable from a resource-based point of view owing to
the uncommon emergence of resources that has no interest in a single market setting. The competitive advantage could be
founded on this inimitability (Lei et al., 1996). Therefore, organizations with higher IT skills are deemed superior in the
management of the 'invisible assets' that establish market leadership (Itami & Numagami 1992). From their marketing litera-
ture (Glazer, 1991), strategy (Leonard-Barton, 1995), and IT (Mitcham and Mackey, 1983; Taylor, 1971), they build IT com-
petencies to allow an IT firm competent and efficient at managing information within a business. It is believed that businesses
include IT-objects (e.g. applications, equipment, and IT staff) even in this understanding of the concept. The consolidated
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three dimensions of IT competency, IT knowledge, IT operations, IT infrastructure include co-specific resources that demon-
strate the organization's capacity to identify and utilize IT technologies and processes required for the management of the
business and consumer data.

2.5 Partnership

Several empirical experiments were carried out to assess the association between performance and partnership with various
results. Stuart (2000) published a development and innovation analysis addressing the developing technology sector to inves-
tigate the benefits of portfolio collaborations and the conclusions that businesses had more reliable outcomes than others
lacking broad and creative collaborators. More experiments to test two models were suggested in the report. Jonathan and
Soldi (2011) found that active collaborations are those that fulfil the aims of the partnership to create a win-win condition in
order to assess the effectiveness of alliances in the financial services field. This study centered on the service industry and
suggested more research for further generalization of other industries. In a case study by the Equity Bank, Kudate (2014)
surveyed to determine the impact of SME and big business strategic partnerships and found that although collaboration is a
reasonable choice, small businesses need more information before joining partnerships. The researcher has proposed further
work on governing and operating organizations. Walekhwa (2011) proposed more research in agency banking in a review of
the Equity Bank and its collaborators on the impact of decision-making partnerships. Such studies show that knowledge gaps
also remain and need further analysis of advances on how partnerships are organized and how organizations respond to dif-
ferent needs.

2.3 Hypotheses Development and Research Framework

The conceptual framework and hypotheses are generated from the SAM (Luftman, 2000). The strategic alignment model
(SAM) is by current literature (i.e., Gutierrez et al., 2008; Sledgianowski et al., 2006; Hussin et al., 2002). SAM has a signif-
icant effect on the performance of Iraqgi SMEs. The research proposes four hypotheses which are presented next. Because of
IT business alignment factors (communication, governance competency and partnership), some other combinations of strate-
gies are likely to be expected and might influence the performance of SMEs. Influences such as communication, managerial
abilities and partnership can also be direct. Communication refers to direct influence on SMEs performance; governance refers
to direct influence on financial performance; competency refers to direct influence on financial performance, And the level of
service relates to direct economic effects. Sledgianowski et al., 2006; Hussin et al., 2002 empirically verified these main
impacts. This research also examined potential direct influences of alignment factors, in keeping with these results. This is
also aimed at presenting accurate and applicable information. The following hypothesis is offered based on this:

Hi: Commination has a significant influence on SMEs performance.

Internal communication, according to Rajhans (2012), has a very critical function in executing all this organization's desired
motivational activities. Effective communication helps increase the morale and efficiency of workers in the business. Muchlas
(2012) clarified in favor of this argument that communication has increased the motivation by communicating to the staff
what they need to do and how they need to achieve and what they should do to improve their efficiency. Another theory from
Linkert describes how inspiring and efficient would be if we (leaders) have productive relations with workers (Littlejohn et
al. 2005). In a certain sense, effective communication between managers and workers will build an incentive for work that
increases performance. Femi (2014) work indicates that the connection between communication and employee success is
successful because excellent communication provides a shared trust between the management and employees that tends to
establish positive relationships between the two parties inside the company. This study indicates that inadequate communica-
tion may impact the output of employees. Rukmana et al. (2018) stated that the relationship between employee success rela-
tionship in Indonesia has been excellent.

Ha: Governance has a significant influence on SMEs performance.

Better corporate governance is widely believed to boost efficiency for SMEs (Buallay et al., 2017). Despite the generically
agreed notion that good corporate governance improves the organizational efficiency of companies, other research recorded
the adverse association between organizational governance and SMEs' success (Hutchinson & Gul 2004). Others also sug-
gested that the limitation of usage of either publicly accessible data or survey data can become part of the issue (Ward et al.
2009). The explanation for these inconsistencies is many and differs. It was also noticed that this difference might also be
caused by the design of the performance measures (i.e. restricted usage of accounting indicators, like return on assets (ROA)
or equity return, return on employed capital (ROCE), or restricted use of business-based actions (such as stock market value),
(Berthelot et al., 2010). To tackle some of these issues, it is suggested to take these issues into account in looking at corporate
governance and its connection with the success of SMEs.

Hjs: Competency has a significant influence on SMEs performance.

The capacity to mimic or replace competitors for competence in combination with specific organizational skills will produce
a synergist influence, which is far harder (Alvarez-Suescun, 2007; Sher & Lee, 2004). Therefore, the IT literature has proposed
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that the IT performance partnership must be associated with contingencies (Tippins & Sohi, 2003). Considering the value
provided to IT skills as a critical contributor to processes related to knowledge administration and the reality that processes
of knowledge and knowledge management are associated with business performance (Mills & Smith, 2011). We anticipate
IT competency to affect not explicitly but implicitly on the company's performance by information management processes.
Small and medium-sized companies could hardly improve their output by investing in IT technologies alone because they
may be readily accessed and imitated (Tippins & Sohi, 2003). In comparison, because the company is willing to utilize the IT
systems and IT activities for successful information control procedures to exploit its IT expertise, it would be able to achieve
an improvement in market performance metrics and thus in financial efficiency.

Ha: Partnership has a significant influence on SMEs performance.

Partnership relates to the degree of partnership between IT and companies. It involves describing the role of IT in corporate
decisions, the degree of confidence and the understanding of every other's participation. This is necessary for the IT role to
work closely with business activities, which will improve shared trust, develop reasonable objectives and establish successful
relationships. Alignment of cross-functional teams, who build mutual partnerships that help to recognize and follow specific
objectives contributes to the exchange of challenges and rewards, is, therefore, more simple (Luftman et al., 1999). The desire
for collaboration and the improved importance of more robust partnerships should be taken into consideration by both IT and
organizational management (Keen, 2007; Luftman et al., 1999; Bassellier & Benbasat, 2007). The relationships are crucial to
deciding the outcome of arrangements between companies (Wen-Chih et al., 2017). The relationship interactions suggested
by Bower (2018) help to boost company efficiency. Close cooperation ties between collaborators have a beneficial influence
on the efficiency of the partnership (Rezaei et al., 2018).

Fig. 1. Model of IT Business Alignment factors, SMEs Performance

3. Methodology

In this study, an attempt is made by the researcher to gain insight into the correlation between different variables to find a
fitted model. Therefore, to achieve this, the researcher applied a deductive approach to hypothesis testing. The quantitative
method was employed in this research to accomplish the aims of the study. Using the design, the study type, methods of data
collection and method of data analysis are planned because the study seeks to investigate the influence of IT business align-
ment factors (communication, governance, competency and partnership) on SMEs performance in Baghdad. As a consequence
of the constraints of this analysis, a cross-sectional investigation was conducted. More so, this study is also a correlational
study which aims at studying the correlation between the variables under study. The data is obtained by the survey method
and then analyzed using Smart PLS.

This study performed a survey to investigate the conceptual model, the problems of research and relevant hypotheses. The
survey was carried out among owner, managers and IT staffs in SMEs. For the collection of data, a questionnaire containing
relevant questions was designed by the researcher. The aim of designing this questionnaire is to obtain relevant information
that can provide more insight into the phenomenon under study. According to Sekaran (2003) questionnaire has some ad-
vantages, which include, low cost and time required to reach out to a more significant number of individuals. According to
this scholar, the use of a questionnaire is more accessible than the collection of qualitative data using interview, which requires
more skills. Dillman and Smyth (2007) noted that the questionnaire is one of the well-established instruments of data collec-
tion in social science research. The questionnaire used in this study contains measurement scales which were adopted from
previous studies and thorough review of the literature. The kind of questionnaire used in this study is a Likert scale-type.
According to Hair, Wolfinbarger, Ortinau, and Bush (2008), the use of Likert scales is most appropriate when the survey



838

instrument is self-administered. Due to the ease of administering the Likert-scale kind of questionnaire, it has become preva-
lent and widely-used (Zikmund, 2003). Even though it is acceptable to adopt and adapt a questionnaire to suit the current
study, changes to the instrument may impact the instruments' validity and reliability. In this study, the use of a questionnaire
was employed in obtaining data from the selected sample within the Baghdad city of Iraq. Based on the suggestion of Sekaran
& Bougie (2016), As the researchers have information of what is expected as well as the measurement of variables under
analysis, a structured survey has been used as an appropriate sampling collection method. The survey includes various sections
documenting the respondents ' demographic characteristics and questions on the dependent variable (SME's performance) and
independent variables. The section which contains questions related to the independent variables for measuring the dimensions
of IT business alignment factors (communication, governance, competency and partnership).

Table 1
The Questionnaire's Sources
Sections Sources
Communication (Luftman &Lyytinen, 2015)
Governance
Competency Gutierrez et al., 2015)
Partnership

4. Results and Discussion

This section presented the description of participating companies. As discussed previously, the population of this research
was Iraqi services SMEs. The criteria of the companies that participated were SMEs that implemented e-commerce, whereas
the targeted respondents were only the owners, managers, and IT staffs specifically. The characteristics examined included
gender of respondents, age, level of position, Size of company, education level, marital status as well as years of working.
SPSS software version 22.0 was used to analyse the profile of the participants. The study findings of the research participants'
profile are summarized in Fig. 2.
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Fig. 2. Profile of Respondents

The 228 participating respondent profile were analyzed, and the frequencies and percentages were obtained. In this research,
the gender of respondents had been assessed, and it was found that 81.6% of the respondents were males, and only 18.4 %
were females. Furthermore, the age of the respondents was also included, and the results obtained showed that majority of the
respondents with a percentage of 32% were within the age range of 45 to 55 years old. The second highest group were re-
spondents with an age range of above 55 years old with a percentage of 25%, followed by the third-highest percentage of
19.7% hold by respondents with an age range between 35 to 44 years old, 15.4% were respondents with an age range between
25 to 34 whereas the last group which obtained the least percentage of 7.9% were respondents younger than 25 years old.
Next, the level of position of respondents was also taken into account. Achieving the highest percentage of 23.7% was man-
agers, followed by IT staffs with a total percentage of 54.4% and lastly with the least percentage of 21.9% were respondents
who worked as owners. Next, from the descriptive statistic, the researcher had also provided an item to measure the department
the respondents were in. The size of the company of the respondents was also assessed, and it was found that majority of the
respondents were a small company with a total percentage of 62.5%, 37.5% of the respondents from Medium company.
Moreover, the descriptive statistics applied as well as measured the education level of the respondents. Most of the respondents
with a total percentage of 1.3% were found to be a Master's degree holder, 62.2% of the respondents were a Bachelor degree
holder, 24.6% holds a certificate or a diploma, 2.2% of the respondents were certified as a PHD holder. Only 9.7% of re-
spondents were found to have an educational background with only a secondary school certificate. Furthermore, Marital status
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of participants was also evaluated, and the majority of them were married with 85.5% total rate, of which 13.2% reported to
be single, 1.3% stated as divorced whilst 0% of the respondents purported as a widow. The final part of the profile analysis
showed the results of the working years of the respondents. Numbers of respondents with a total percentage of 31.1% claimed
that they had served 11 to 15 years of working service to their company, 23.7% of the respondents had worked for 6 to 10
years, and, and 29.8% of the respondents had worked for 16 to 20 years, 9.2% had working experience of 5 years only, and
the minority of the respondents with a percentage of 6.1% had working experience of 20 years and above.. The data gathered
is reliably examined. The available data from 228 participants were collected in this analysis. Cronbach's Alpha, as indicated
by Sekaran & Bougie (2016), was used to calculate the reliability of the instruments employed. For this analysis, the reliability
of all items has been checked and, in order to be appropriate, Cronbach will have an alpha value of at least 0.70, according to
Pall ant (2013). Throughout this study, 228 respondents were randomly selected as participants in this research, as already
stated. The reliability of all items of all scales was defined, and the findings showed strong reliability in all measurements.
The corresponding alpha values of Cronbach are seen in the following table in the sample with N = 228.

Table 2
Cronbach's Alpha Values
No. Variables Cronbach’s Alpha Variance Extracted (AVE)
1 Communication 0.892 0.681
2 Governance 0.891 0.716
3 Competency 0.886 0.679
4 partnership 0.910 0.727
5 SME:s performance 0.865 0.709

Note: For every item, the AVE values should be at or above 0.50 to have a satisfactory validity for the convergence (Fornell and Larker, 1981).

Table 2 indicates that the robust Cronbach Alpha has been reached by all items in this analysis as all items reached are above
0.7. Therefore, in testing the model presented in the analysis, the scales were shown to be reliable and can be used.

Convergent validity is used to explain to the degree the metrics within a particular structure converge on a large degree within
overall variance (Hair, Black, Babin & Anderson, 2010). An AVE, Composite Reliability (CR) and Factor Loading evaluation,
as proposed by Hair et al. (2010) was carried out. As stated by Hair et al., (2010), and AVE of 0.5 or higher is a good
Convergence Validity; an average load is 0.7 or higher, and a CR of 0.7 or higher. The AVE values for all the constructs
varied between 0.695 and 0.740 based on the outcome in Table 2, which surpassed the required level of 0.5. This finding
indicates that the validity of the measurement model of the sample is adequate. In addition to maintaining the distinguishing
validity of the measuring model, the cross-loading measurement was tested following the measurement standards criterion of
Fornell-Larcker in 1981. By trying to compare the Square root of the average variance extracted (AVE) with the relationships
of other variables, the discriminant validity was established. Late variable correlations (LVCs) are anticipated to be not higher
than every latent variable. Table 2 also displays the AVE root square for aspects of IT alignment (communication, governance,
competencies and partnership) and performance of small and medium-sized companies.

Table 3
Fornell-Larcker’s criterion
Construct COM COMP GOV PAR SMEP
COM 0.955
COMP 0.825 0.913
GOV 0.937 0.824 0.990
PAR 0.905 0.855 0.937 0.946
SMEP 0.834 0.705 0.868 0.752 0.842

The current study used the evaluation of the structural model to validate the hypotheses that have been proposed. Besides,
Hair et al. (2011) indicated that an approved path coefficient would be at minimum 0.1, at a reasonable coefficient of at least
0.05 (or 95 % confidence level), to preserve the path coefficient to the suggested model. The level of significance and ac-
ceptance of hypotheses was determined using the values obtained from the bootstrapping procedure, which was performed
using SmartPLS 3.0. The t-values which were obtained using SmartPLS 3.0 bootstrapping at 228 re-samplings were used to
determine the significance of the hypotheses for all constructs. The following positive direction was advocated in this study:
To analyze the impact of the variables for IT (communication, governance, competency and partnership) on SMEs perfor-
mance. Based on the statistical assessment of the path coefficients, it is only when the t-value is more significant than 1.96
that the hypothesis will be accepted and supported (Hair et al., 2017). Table 4 demonstrates the results of the tested hypotheses,
which shows that all the four hypotheses that were tested to determine the direct effect were supported and there was a sig-
nificant favorable influence. Result of direct effect for the supported hypotheses including H1) the positive influence of com-
munication on SMEs performance (t=231.145; p<0.001), H2) the positive influence of governance on SMEs performance
(t=165.170; p<0.001), H3) the positive influence of competency on SMEs performance (t=101.485; p<0.001), H4) the positive
influence of partnership on SMEs performance (t=79.885; p<0.001).
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Table 4

Results of Hypotheses Testing (Direct Relationship Results)

path Standard Deviation T Statistics
No Relationship coefficient (STDEYV) (|O/STDEYV) p-value Decision
H1 communication — SMEs Performance 0.977 0.004 231.145 0.000 Supported
H2 governance — SME Performance 0.970 0.006 165.170 0.000 Supported
H3 competency — SME Performance 0.953 0.009 101.485 0.000 Supported
H4 partnership »SMEs Performance 0.940 0.012 79.885 0.000 Supported

5. Conclusion

One of the topics that have emerged as a relevant topic in the field of marketing is IT business alignments factors as there is
an increase in the interest of practitioners and business theorists in the area of ITBA, as well as its implications for SMEs.
Findings of the study revealed that SMEs performance is influenced by IT business alignment factors (Communication, Gov-
ernance, Competency, Partnership), and as such should be considered by SMEs as a useful marketing tool in Iraqi SMEs. The
result of the statistical analysis confirmed that the primary research hypotheses were accepted. Also, the result showed that
ITBA factors (Communication, Governance, Competency, Partnership) have a positive impact on the performance of SMEs
towards a product or a business. Even though the study was successfully carried out, there are some limitations associated
with the study, and based on those limitations, suggestions for future study were given. The research applies to the area of
marketing through the analysis of the relationship between ITBA variables and SME outcomes in small and medium-sized
enterprises. One of the significant ways through which a sustainable competitive advantage can be built is by ensuring SMEs
performance. In this study, the role of ITBA factors in enhancing SMEs performance in Baghdad city of Iraq. More so, the
association between ITBA and the performance of SMEs has been explored in this study. Such research results have several
practical and theoretical implications. The results of the analysis indicate that a higher degree of ITBA has a significant effect
on the efficiency of SMEs. The perception which customers have about ITBA is essential and has implications for customers.
More robust evaluations of SMEs can result from the expectations which customers have towards ITBA factors for customers
to demonstrate intentions to repeat business firms if they must increase their ITBA so that customers can develop favorable
attitudes, thereby resulting satisfaction. This research helps to understand the overall level of ITBA in SMEs by providing
insight into how ITBA influences SMEs performance. Therefore, it can be concluded that sustainable competitive advantage
can be built to develop the SMEs performance. This means that if a firm carries out extensive ITBA factors, the perceptions
of customers towards SMEs will be positively influenced.
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