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SUMMARY
E-business projects represent a vital segment of the modern economy, enabling
organizations to leverage digital platforms for growth and efficiency. However, a
significant percentage of these initiatives, estimated between 70% and 90%, fail to
meet their objectives, leading to financial losses and wasted resources.[1][2][3]
Understanding the underlying causes of these failures is essential for businesses
looking to implement successful e-business strategies.

Common reasons for e-business project failures include a lack of clear objectives, 
scope creep, unrealistic expectations, and insufficient project management exper-
tise.[1][4][5] Moreover, poor communication and inadequate change management 
practices can severely hinder project outcomes, creating misalignment among team 
members and stakeholders. Financial mismanagement, including budgeting chal-
lenges and cash flow issues, further exacerbates the likelihood of failure in these 
projects.[6][7][8][9]

External factors such as economic fluctuations, evolving market dynamics, and
regulatory compliance also play a crucial role in shaping the success or failure of e-
business initiatives. Companies must navigate these complexities while adapting to
rapid technological advancements and changing consumer behaviors to remain
competitive.[10][11][12]

High-profile failures, such as the Australian Securities Exchange's CHESS replace-
ment project and IBM's Watson for Oncology, serve as cautionary examples of the 
pitfalls that can arise when organizations overlook these critical elements.[13] By 
recognizing and addressing these common causes and external influences, e-busi-
nesses can improve their chances of success in an increasingly digital marketplace.
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E-business projects often encounter a variety of challenges that can lead to failure.
Understanding these common pitfalls is essential for improving project outcomes and
ensuring successful implementations.

COMMON CAUSES OF
FAILURE

Lack of Clear Objectives
One of the primary reasons for project failure is the absence of clearly defined
objectives. When teams do not have a shared understanding of the project's goals, it
becomes challenging to measure success and allocate resources effectively[1]. This
lack of clarity can result in misalignment between team members and stakeholders,
ultimately leading to disappointing outcomes.

Scope Creep
Scope creep, or the gradual expansion of project requirements beyond the original
objectives, is another significant factor contributing to project failure. As additional
features or tasks are added without proper evaluation, projects can become unman-
ageable and lead to missed deadlines and budget overruns[1][4].

Unrealistic Expectations
Setting unrealistic expectations regarding timelines, costs, or the project's potential
impact can set teams up for failure. When stakeholders expect immediate results or
significant returns on investment without a sound basis, it often leads to disillusion-
ment and perceived project failures[5][1].

Limited Project Management Expertise
A common issue in e-business projects is the lack of experienced project man-
agement professionals. Often, IT workers are thrust into project management roles
without the necessary training or support. This can hinder the project's organization
and execution, increasing the likelihood of failure[5].

Poor Communication
Effective communication is crucial for the success of any project. Poor internal com-
munication can lead to misunderstandings and conflict among team members, which
negatively impacts collaboration and progress. Establishing a robust communication
strategy can help mitigate this risk and ensure that everyone is aligned[2][4].
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Inadequate Change Management
Implementing change without a comprehensive change management strategy often
results in resistance from team members and stakeholders. A failure to manage the
transition effectively can lead to confusion and a lack of engagement, ultimately
jeopardizing project success[14].

Neglecting Market Research
A lack of understanding of the market and customer needs can significantly hinder the
success of e-business projects. Without thorough market research, organizations may
fail to address the right problems or seize the right opportunities, resulting in
misaligned project objectives and outcomes[15][16].

By recognizing and addressing these common causes of failure, organizations can
better position their e-business projects for success and achieve the desired results.

HUMAN FACTORS
Human factors play a critical role in the success or failure of e-business projects.
Leadership qualities, team dynamics, and organizational communication significantly
influence project outcomes.

Leadership Characteristics
Effective leadership is essential for guiding e-business projects to success. Strong
leaders embody characteristics such as integrity, empathy, communication, vision,
decisiveness, delegation, and confidence[17]. These traits enable leaders to set clear,
achievable goals and navigate challenging situations while fostering a collaborative
team environment. A strong leader not only takes responsibility for their decisions but
also maintains transparency and encourages innovation and risk-taking among team
members[18][19].

Team Collaboration
Poor teamwork is frequently cited as a key driver of project failure. When project
teams operate in silos, they may overlook essential inter-departmental collaboration,
leading to miscommunication and a lack of alignment with organizational objectives-
[19][1]. Establishing effective communication channels and change management
processes can mitigate these risks by ensuring that all stakeholders are informed and
engaged throughout the project lifecycle[19][5]. By encouraging collaboration,
organizations can create a more cohesive environment that supports successful
project execution.

3

https://connexecommerce.com/articles/the-surprising-reason-that-most-ecommerce-businesses-fail
https://connexecommerce.com/articles/the-surprising-reason-that-most-ecommerce-businesses-fail
https://connexecommerce.com/articles/the-surprising-reason-that-most-ecommerce-businesses-fail
https://www.businessnewsdaily.com/8947-research-roundup-ecommerce-issues.html
https://www.raconteur.net/technology/payment-failure-prevent
https://www.businessnewsdaily.com/8947-research-roundup-ecommerce-issues.html
https://www.raconteur.net/technology/payment-failure-prevent
https://www.bottomline.com/resources/blog/resolving-costly-issue-payment-failures
https://www.bottomline.com/resources/blog/resolving-costly-issue-payment-failures
https://www.bottomline.com/resources/blog/resolving-costly-issue-payment-failures
https://www.entremt.com/the-impact-of-inefficient-technology-on-business-growth/
https://pcsocial.medium.com/market-research-for-e-commerce-the-ultimate-guide-vol-2-32c9beb0a722
https://www.entremt.com/the-impact-of-inefficient-technology-on-business-growth/
https://pcsocial.medium.com/market-research-for-e-commerce-the-ultimate-guide-vol-2-32c9beb0a722
https://pcsocial.medium.com/market-research-for-e-commerce-the-ultimate-guide-vol-2-32c9beb0a722
https://pcsocial.medium.com/market-research-for-e-commerce-the-ultimate-guide-vol-2-32c9beb0a722
https://asana.com/resources/why-projects-fail
https://pcsocial.medium.com/market-research-for-e-commerce-the-ultimate-guide-vol-2-32c9beb0a722
https://asana.com/resources/why-projects-fail
https://asana.com/resources/why-projects-fail
https://pcsocial.medium.com/market-research-for-e-commerce-the-ultimate-guide-vol-2-32c9beb0a722
https://professional.dce.harvard.edu/blog/7-reasons-why-change-management-strategies-fail-and-how-to-avoid-them/
https://pcsocial.medium.com/market-research-for-e-commerce-the-ultimate-guide-vol-2-32c9beb0a722
https://professional.dce.harvard.edu/blog/7-reasons-why-change-management-strategies-fail-and-how-to-avoid-them/
https://professional.dce.harvard.edu/blog/7-reasons-why-change-management-strategies-fail-and-how-to-avoid-them/


Change Management
The importance of change management cannot be overstated, as it directly impacts
project outcomes. Research indicates that rigorous change control processes can
significantly reduce the risk of project failure[19]. Organizations that embrace change
management facilitate better communication and teamwork, enabling project teams
to address challenges proactively and adapt to new developments swiftly. Conversely,
neglecting change management practices can lead to confusion, misalignment, and
ultimately, project failure[20][21][5].

Communication Challenges
Effective communication is fundamental to project success. Insufficient communica-
tion among team members and between departments can create misunderstandings
and hinder project progress[19][1]. Leaders must prioritize transparent communica-
tion to ensure that all team members are aware of their roles, responsibilities, and 
the overall project goals. By fostering an open communication culture, organizations
can enhance collaboration and improve project outcomes.

FINANCIAL MISMANAGEMENT
Financial mismanagement is a critical factor contributing to the failure of e-business
projects. It encompasses various aspects, including poor budgeting, inadequate cash
flow management, and unrealistic financial planning.

Budgeting Challenges
One of the primary causes of financial mismanagement in e-businesses is insufficient
planning and budgeting. Many companies fail to create detailed budgets that accu-
rately reflect the resources required for their projects. A survey found that over 70%
of organizations experience delays due to inadequate planning and budgeting, which
can lead to wasted resources and the need to redo work[6]. Moreover, businesses
may overlook the necessity of identifying all required budgets before initiating sig-
nificant projects, resulting in unrealistic financial expectations that jeopardize project
viability[4].
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Cash Flow Issues
Maintaining a healthy cash flow is essential for any e-business, as it directly affects
operational efficiency and overall financial health. Advanced tools can help forecast
cash flow with precision; however, even the best calculations may deviate from actual
outcomes, resulting in unforeseen cash flow shortages[7]. E-commerce businesses
often face unique challenges related to cash flow, such as delayed inventory turnover
and the timing of expenses, which can lead to negative cash flow even when a
business appears profitable on paper[7]. Effective cash flow management strategies
are vital to navigate these challenges and maintain financial stability.

Payment Processing Complications
Another area where financial mismanagement can occur is in the selection and
management of payment processors. E-businesses that do not choose a payment
processor that aligns with their business type risk having their funds frozen or their
accounts closed, which can create significant cash flow disruptions[8]. Rapid growth
can also raise red flags with payment processors, leading to holds on accounts or
funds while concerns are resolved[8]. Businesses must communicate effectively with
their payment processors to manage any anticipated changes in processing volume or
ticket size.

Impact of Failed Payments
Failed payments represent a substantial financial risk, impacting cash flow and
revenue. B2C businesses, for instance, see 16%-20% of failed payments convert into
bad debt, while B2B companies experience rates of 11%-15%[9]. These figures 
highlight the need for robust systems to mitigate the effects of failed payments, which
can arise from reasons such as overzealous fraud prevention measures or insufficient
funds[9][22]. Addressing these issues proactively is essential to safeguard financial
health.
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The legal and regulatory landscape is another external factor that can hinder e-
business projects. Compliance with local and international laws, including data
protection regulations, tax laws, and e-commerce guidelines, is crucial. Failure to
adhere to these regulations can result in legal penalties, increased operational costs,
and damage to reputation[19]. Therefore, businesses must establish robust change
controls to manage any legal updates or requirements effectively.

Technological Advancements
The rapid pace of technological change presents both opportunities and challenges for
e-businesses. Companies that fail to adopt new technologies risk becoming obsolete,
while those that successfully integrate innovative solutions can gain a competitive
edge[23]. For instance, e-commerce businesses must leverage data an- alytics,
artificial intelligence, and automation tools to enhance customer experience and
operational efficiency.

External factors play a critical role in the success or failure of e-business projects. Un-
derstanding these influences can help businesses mitigate risks and adapt strategies
accordingly.

Economic Conditions
Economic fluctuations also pose risks to e-business projects. Variations in consumer
spending power, driven by economic conditions such as recession or inflation, can
lead to operational inefficiencies and increased costs[10]. E-businesses must remain
vigilant to economic indicators and adjust their offerings to align with consumer
expectations during varying economic climates.

Market Dynamics
One of the primary external factors affecting e-business is the dynamic nature of the
market. E-commerce businesses face fierce competition, with both direct and indirect
competitors vying for consumer attention. A comprehensive competitor analysis is
essential, as it provides insights into market share, strengths, weaknesses, and
opportunities for new entrants into the market[11][12]. Additionally, changes in con-
sumer preferences and behaviors can significantly impact sales and operational
strategies.

Legal and Regulatory Environment

EXTERNAL FACTORS
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High-Profile Project Failures
Several notable cases illustrate the myriad reasons e-business projects fail, serving as
cautionary tales for future entrepreneurs.

CHESS Replacement Project
The Australian Securities Exchange (ASX) initiated a project to replace its 25-year-old
Clearing House Electronic Subregister System (CHESS) with a blockchain-based
platform, aiming to enhance efficiency, security, and scalability. However, this
ambitious project rapidly devolved into a cautionary tale, showcasing the pitfalls of
overestimating technology's capabilities and the complexities of imple- menting new
systems in established organizations[13].

IBM Watson for Oncology
IBM promoted Watson for Oncology as a groundbreaking tool that could bridge the
gap between innovative research and clinical practice. Unfortunately, the project
faced significant challenges when confronting the complexities of cancer care. This
misalignment between the product's vision and the practical realities of healthcare led
to widespread criticism and eventual failure, highlighting the importance of thorough
market research and realistic goal setting in technology projects[13].

Boeing 737 Max
The Boeing 737 Max was initially celebrated for its technological advancements and
efficiency improvements. However, it has become emblematic of one of the most
catastrophic failures in modern corporate history, primarily due to inadequate safety
assessments and a rushed development process. The subsequent crashes under-
scored the dire consequences of prioritizing speed over safety and the necessity of
robust project management practices[13].

Social and Cultural Influences
Finally, social and cultural factors play a significant role in shaping consumer be-
havior. Trends such as sustainability, ethical consumption, and social responsibility are
increasingly influencing purchasing decisions[3]. E-businesses must be attuned to
these trends and align their marketing strategies to meet consumer expectations.
Failure to address these social dynamics can lead to poor customer experiences and
ultimately contribute to project failure.
By recognizing and addressing these external factors, e-businesses can better 
position themselves to navigate challenges and seize opportunities in the competitive 
digital landscape.

CASE STUDIES
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E-Commerce Business Failures
The e-commerce sector, despite its rapid growth, experiences a staggering failure rate
of approximately 70-90% for various reasons. Key factors contributing to these
failures include poor planning, lack of communication strategies, and an inability to
adapt to market changes. Many businesses fail to select the right strategies or fail to
establish clear marketing plans, leading to missed opportunities and diminished market
presence[2][3].

Common Pitfalls in E-Commerce
E-commerce ventures often encounter specific pitfalls that can jeopardize their
success. These include inadequate product content, unclear return policies, poor
financial management, and insufficient marketing strategies. Such mistakes not only
hinder customer engagement but can also lead to financial losses, emphasizing the
need for comprehensive feasibility studies before launching new business concepts-
[24][2][3].

By examining these case studies, entrepreneurs can gain valuable insights into the 
common challenges faced in e-business projects, allowing them to strategize more 
effectively and avoid similar missteps in their endeavors.
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