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Abstract

Existing financial paradigms fail to capture how disparate performance
metrics endogenously drive radical versus incremental innovation
within volatile electronic commerce ecosystems. This study evaluates
the comparative predictive validity of market versus accounting
measures in shaping corporate innovation typologies. We conducted a
systematic literature review governed by the PRISMA protocol, utilizing
a rigorous thematic qualitative synthesis of contemporary empirical
data. The analysis reveals a profound structural asymmetry: historical
accounting metrics effectively secure the internal liquidity
indispensable  for sustaining routine, incremental platform
optimizations, yet systematically induce managerial myopia when
evaluating extended digital investments. Conversely, prospective
market valuations uniquely catalyze the executive risk tolerance
necessary for radical technological disruptions, such as autonomous
logistics, by shielding boards from immediate capital constraints. By
synthesizing these divergent paradigms, this research conceptualizes an
integrated framework fostering organizational digital ambidexterity.
This offers corporate governance actionable strategies to harmonize
fiscal discipline with monopolistic leadership across global digital
business landscapes.

Abstrak

Paradigma keuangan konvensional gagal menangkap bagaimana
perbedaan metrik kinerja secara endogen mendorong inovasi digital
radikal versus inkremental dalam ekosistem niaga elektronik yang
bergejolak. Studi ini mengevaluasi validitas prediktif komparatif
ukuran kinerja pasar versus akuntansi dalam membentuk tipologi
inovasi perusahaan. Kami melakukan tinjauan literatur sistematis
berdasarkan protokol PRISMA, menggunakan sintesis kualitatif
tematik atas data empiris kontemporer. Analisis mengungkapkan
asimetri struktural mendalam: metrik akuntansi historis efektif
mengamankan likuiditas internal untuk mempertahankan
optimalisasi platform inkremental rutin, tetapi sistematis memicu
miopia manajerial saat mengevaluasi investasi digital jangka panjang.
Sebaliknya, valuasi pasar prospektif secara unik mengkatalisasi
toleransi risiko eksekutif bagi disrupsi teknologi radikal, seperti
logistik otonom, melalui perlindungan dewan dari kendala modal
langsung. Dengan mensintesiskan kedua paradigma divergen
tersebut, riset ini mengonseptualisasikan kerangka terintegrasi yang
berfungsi mendorong ambideksteritas digital tingkat organisasional.
Hal ini memberikan strategi tata kelola perusahaan yang bisa
ditindaklanjuti guna menyelaraskan disiplin fiskal dengan
kepemimpinan monopolistik melintasi lanskap bisnis digital skala
global terkini.
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A. INTRODUCTION
1. Background

The contemporary global economy is inextricably anchored in the digital ecosystem,
where electronic commerce (e-commerce) operates as a primary locus of structural
transformation and market evolution. Within this high-velocity environment, corporate
innovation is no longer a peripheral strategy but the fundamental determinant of firm
survival and competitive advantage. The e-commerce sector is intrinsically characterized
by severe market volatility, rapid technological depreciation, and an acute reliance on
intangible assets—encompassing proprietary algorithms, massive data analytics
infrastructures, and digital platform networks. To navigate this unforgiving landscape,
digital enterprises are compelled to look beyond transient operational efficiencies and
aggressively pursue radical technological innovations. Recent scholarship emphasizes
that the continuous integration of artificial intelligence, machine learning, and cloud-
based architecture within e-commerce ecosystems does not merely enhance
transactional efficiency; it fundamentally rewrites consumer journey mapping and
operational paradigms.! This continuous evolution demands relentless capital infusion
into Research and Development (R&D). Consequently, evaluating the endogenous
mechanisms that drive these innovative capabilities in digital firms has become a central
imperative in modern financial and economic discourse.

Within the institutional architecture of the firm, corporate performance
measurement systems exert a profound, endogenous influence on managerial decision-
making, particularly concerning capital allocation toward high-uncertainty endeavors
like R&D.? The intersection of accounting and corporate finance literature traditionally
bifurcates these evaluation frameworks into two predominant paradigms: Market-Based
Performance Measures (MBPMs) and Accounting-Based Performance Measures (ABPMs).
MBPMs—most notably Tobin’s Q and abnormal stock returns—are intrinsically forward-
looking. They encapsulate the financial market's consensus regarding a firm's future
growth trajectory, intellectual capital, and the latent economic value of its technological
pipelines. Elevated market valuations in the e-commerce sector mitigate financing

constraints, reduce the cost of equity, and theoretically provide executive boards with the

1 Peter C. Verhoef et al., “Digital Transformation: A Multidisciplinary Reflection and Research Agenda,”
Journal of Business Research 122 (January 2021): 889-901, https://doi.org/10.1016/j.jbusres.2019.09.022.
2 Gustavo Manso, “Motivating Innovation,” The Journal of Finance 66, no. 5 (October 21, 2011): 1823-60,
https://doi.org/10.1111/j.1540-6261.2011.01688.x.
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financial latitude required to underwrite radical, long-term technological ventures.
Conversely, ABPMs—encompassing metrics such as Return on Assets (ROA), Return on
Equity (ROE), and gross merchandising margins—serve as backward-looking, historical
indicators anchored in realized transactions and immediate operating efficiency. While
indispensable for stewardship accountability, liquidity governance, and minimizing
agency costs, traditional accounting conservatism inherently mandates the immediate
expensing of R&D outlays.> In an e-commerce context, where innovation necessitates
massive upfront capital expenditure with highly uncertain, delayed payoffs, this
accounting treatment creates severe structural friction and incentive misalignment.

An examination of the state-of-the-art literature published between 2021 and 2025
reveals a robust, yet highly fragmented, academic dialogue concerning the comparative
efficacy of these measurement paradigms in stimulating corporate innovation. One
prominent strand of literature posits that the existential competitive pressures intrinsic
to e-commerce necessitate forward-looking metrics to accurately capture the value of
digital disruption. For instance, Qian and She (2023) and Peng and Tao (2022)
demonstrate empirically that market-oriented metrics effectively signal to investors the
strategic value of digital capabilities, thereby encouraging corporate risk-taking and
buffering firms from the immediate penalization of short-term earnings deficits.*’
Similarly, AINuaimi et al. (2022) highlight that e-commerce firms leveraging advanced
digital technologies rely heavily on the market's anticipation of future cash flows,
rendering MBPMs significantly superior predictors of radical innovation.® However, a
countervailing perspective emphasizes the structural hazards of relying exclusively on
market valuations, which are notoriously susceptible to irrational exuberance,
macroeconomic shocks, and speculative volatility. Scholars such as Li and Wu (2023) and
Dong, Hirshleifer, and Teoh (2021) underscore that an over-reliance on ABPMs can

trigger severe managerial myopia—a behavioral anomaly wherein executives

3 Baruch Lev and Feng Gu, The End of Accounting and the Path Forward for Investors and Managers
(Hoboken: John Wiley & Sons, 2016), 45-48. https://doi.org/10.1002/9781119270041.

4Jing Qian and Qunzhi She, “The Impact of Corporate Digital Transformation on the Export Product Quality:
Evidence from Chinese Enterprises,” ed. Rana Muhammad Ammar Zahid, PLOS ONE 18, no. 11 (November
2,2023): 0293461, https://doi.org/10.1371/journal.pone.0293461.

5 Yongzhang Peng and Changgqi Tao, “Can Digital Transformation Promote Enterprise Performance? —From
the Perspective of Public Policy and Innovation,” Journal of Innovation & Knowledge 7, no. 3 (July 2022):
100198, https://doi.org/10.1016/j.jik.2022.100198.

6 Bader K. AlNuaimi et al., “Mastering Digital Transformation: The Nexus between Leadership, Agility, and
Digital Strategy,”  Journal of  Business Research 145 (June 2022): 636-48,
https://doi.org/10.1016/j.jbusres.2022.03.038.
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deliberately curtail critical R&D investments to artificially inflate quarterly accounting
earnings.”® This myopia is particularly deleterious in the e-commerce sector, where
deferred investment in supply chain automation or cybersecurity can rapidly precipitate
market obsolescence. Yet, as Verhoef et al. (2021) and Zhang et al. (2025) articulate, a
foundational baseline of accounting profitability remains an inescapable prerequisite;
stable internal cash flows governed by ABPMs are crucial for funding incremental
innovations and sustaining the continuous, routine software deployments vital to e-
commerce platform stability.”!°

This intellectual tension highlights a significant theoretical and empirical void in the
current academic literature. While extensive empirical research has evaluated the impact
of performance metrics on R&D intensity within traditional manufacturing,
pharmaceuticals, and heavy industries, there remains a critical dearth of nuanced, sector-
specific analyses focusing exclusively on the electronic commerce sector. Existing models
frequently treat corporate innovation as a homogenous, static construct, failing to account
for the unique heterogeneity of the digital economy, where the demarcation between
incremental process optimization (e.g, user interface refinement) and radical
technological disruption (e.g., algorithmic pricing and autonomous delivery networks) is
remarkably stark. Furthermore, prior studies have inadequately addressed the
endogenous relationship between e-commerce market structures—characterized by
powerful network effects and monopolistic winner-take-all dynamics—and the
behavioral incentives generated by divergent financial metrics. The specific mechanisms
through which market-based versus accounting-based incentives either mitigate or
exacerbate executive risk-aversion amidst high information asymmetry in digital
enterprises remain theoretically underdeveloped and empirically unresolved. This
analytical blind spot prevents a holistic understanding of how performance governance

frameworks can be optimized to navigate the unique capital constraints and accelerated

7Ziwei Liand Yuan Wu, “Does Managerial Myopia Hinder Green Technological Innovations? An Examination
Based on Chinese-Listed Heavy Polluters,” Frontiers in Environmental Science 11 (August 31, 2023),
https://doi.org/10.3389 /fenvs.2023.1140171.

8 Ming Dong, David Hirshleifer, and Siew Hong Teoh, “Misvaluation and Corporate Inventiveness,” Journal
of Financial and Quantitative Analysis 56, mno. 8 (December 24, 2021): 2605-33,
https://doi.org/10.1017/50022109020000666.

9 Verhoef et al., “Digital Transformation: A Multidisciplinary Reflection and Research Agenda.”

10 Liguang Zhang et al, “Threat or Opportunity: Product Market Competition and Enterprise Digital
Transformation,” China Journal of Accounting Studies 13, no. 1-2 (April 3, 2025): 1-36,
https://doi.org/10.1080/21697213.2025.2479740.
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product life-cycles inherent to e-commerce operations.

Addressing these profound theoretical and empirical deficiencies, this study offers
a comprehensive comparative evaluation of Market-Based and Accounting-Based
Performance Measures as predictors of corporate innovation specifically within the
electronic commerce sector. By synthesizing contemporary cross-industry data and
leveraging a robust theoretical framework, this research establishes explicit theoretical
novelty by disaggregating innovation into its radical and incremental typologies and
examining their respective sensitivities to distinct performance indicators within a purely
digital locus. We argue that while accounting-based metrics are robust indicators and
necessary facilitators for incremental, process-oriented optimizations, market-based
measures fundamentally serve as superior, endogenous catalysts for predicting and
fostering radical corporate innovation in the highly volatile e-commerce ecosystem.
Ultimately, this study synthesizes these divergent paradigms into an integrated
conceptual framework, providing vital strategic prescriptions for corporate boards,
executive management, and institutional investors seeking to harmonize short-term fiscal
discipline with long-term technological supremacy in the global digital economy.
2. Research Questions

Driven by the empirical ambiguities surrounding performance governance in the
digital economy, the central problematic of this study addresses how distinct
performance measurement paradigms endogenously dictate the trajectory of corporate
innovation within the electronic commerce sector. Specifically, this research investigates
the comparative predictive validity of forward-looking Market-Based Performance
Measures (MBPMs) versus conservative, historical Accounting-Based Performance
Measures (ABPMs) in shaping the dual topologies of digital innovation. The core inquiry
seeks to resolve the extent to which MBPMs uniquely catalyze high-risk, radical
technological disruptions, juxtaposed against the structural capacity of ABPMs to sustain
routine, incremental platform optimizations. Consequently, this study poses a pivotal,
overarching research question: how can the structural heterogeneity and temporal
asymmetries inherent in these divergent financial metrics be theoretically harmonized
into a robust, integrated evaluative framework that simultaneously mitigates managerial
myopia and optimally sustains both radical and incremental innovation amid the severe

volatility of the e-commerce ecosystem?
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3. Research Methods

To investigate the endogenous relationship between performance measurement
paradigms and corporate innovation in the e-commerce sector, this study employed a
Systematic Literature Review (SLR) governed by the PRISMA 2020 protocol.!! A
purposive, cross-disciplinary search of the Scopus and Web of Science databases spanning
from 2021 to 2026 utilized complex Boolean strings—incorporating keywords such as
“market-based performance,” “Tobin’s Q,” and “technological innovation”—to capture
contemporary digital disruption dynamics. The initial electronic extraction yielded 485
records. Following the automated removal of 173 duplicates, rigorous inclusion and
exclusion criteria restricted the corpus to full-text, peer-reviewed articles explicitly
conceptualizing the nexus between financial metrics and R&D outcomes. Subsequent title,
abstract, and full-text screenings systematically excluded 296 articles due to a non-
ecommerce focus, methodological incompatibility, or a lack of global generalizability. This
rigorous filtration process ultimately yielded a final sample of 16 core studies for the
primary thematic qualitative synthesis. Additionally, 6 foundational corporate
governance texts, market control studies, and methodological guidelines were integrated
to anchor the structural framework and provide contextual triangulation.

Crucially, rather than relying on statistical meta-analysis, the selected corpus was
subjected to a rigorous thematic qualitative synthesis.'? This non-statistical analytical lens
systematically codified theoretical convergences and divergences, mapping precisely how
Market-Based (MBPMs) versus Accounting-Based Performance Measures (ABPMs)
differentially catalyze radical versus incremental innovation.”> To ensure research
integrity and mitigate the publication bias inherently prevalent in financial literature, the
synthesis deliberately integrated studies highlighting managerial myopia and the
structural limitations of rigid accounting targets.'* Ultimately, this qualitative
triangulation facilitated the construction of a robust, theoretically grounded conceptual
framework that isolates the unique incentive structures governing technological

advancement in the digital economy.

11 Matthew | Page et al., “The PRISMA 2020 Statement: An Updated Guideline for Reporting Systematic
Reviews,” BMJ, March 29, 2021, n71, https://doi.org/10.1136/bmj.n71.

12 Virginia Braun and Victoria Clarke, “Conceptual and Design Thinking for Thematic Analysis.,” Qualitative
Psychology 9, no. 1 (February 2022): 3-26, https://doi.org/10.1037/qup0000196.

13 Dong, Hirshleifer, and Teoh, “Misvaluation and Corporate Inventiveness.”

14 Li and Wu, “Does Managerial Myopia Hinder Green Technological Innovations? An Examination Based on
Chinese-Listed Heavy Polluters.”

76 Smart: Journal of Social Media Marketing and E-commerce, Volume 1 (2) 2026



Market and Accounting Performance Measures for Predicting Corporate Innovation in Electronic Commerce
Ukuran Kinerja Pasar dan Akuntansi untuk Memprediksi Inovasi Perusahaan pada Niaga Elektronik

Figure 1. PRISMA 2020 Flow Diagram for Systematic Literature Review
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B. RESULT AND DISCUSSION

1. The Thematic Landscape of Performance Governance in Digital Markets

The systematic extraction and thematic synthesis of the literature spanning from
2021 to 2026 reveal a profound paradigmatic schism regarding the endogenous role of
performance governance in stimulating corporate innovation within digital markets. As
electronic commerce and digital platforms have fundamentally upended traditional
market structures, the academic discourse has increasingly bifurcated into two distinct
evaluative camps: one advocating for the predictive supremacy of forward-looking
market valuations (MBPMs), and the other emphasizing the structural necessity of
historical accounting profitability (ABPMs).

The first prominent strand of contemporary literature posits that the existential
competitive pressures intrinsic to e-commerce necessitate forward-looking metrics to
accurately capture the latent, intangible value of digital disruption. Empirical
investigations by Qian and She (2023) and Peng and Tao (2022) demonstrate that market-
oriented metrics—most notably Tobin’s Q and abnormal stock returns—effectively signal
to institutional investors the strategic validity of digital capabilities. This market signaling
is paramount in the e-commerce sector, as it actively reduces the cost of equity capital,
encourages corporate risk-taking, and buffers digital enterprises from the immediate
penalization of short-term earnings deficits often associated with massive technological
expenditures. Corroborating this perspective, AlNuaimi et al. (2022) highlight that firms

leveraging advanced digital technologies rely heavily on the market's anticipation of
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future cash flows, rendering MBPMs significantly superior predictors of high-risk, radical
innovation. To enrich this market-driven perspective, recent developments in fintech
integration and digital expansion underscore that high market valuations serve as a
primary currency for corporate transformation. For instance, Maisenhelder et al. (2025)
note that robust market metrics allow firms to engage in aggressive digital mergers and
acquisitions, effectively buying innovation from adjacent sectors. Furthermore,
Dancakova et al. (2022) and Ravichandran and Afjal (2025) empirically prove that
specialized intangible assets—such as artificial intelligence algorithms—powerfully
multiply a firm's market value, which in turn captures heightened institutional investor
attention and secures the long-term equity funding required to sustain disruptive
platforms.

Conversely, a countervailing theoretical perspective underscores the severe
structural hazards of relying exclusively on market valuations. Critics argue that market
metrics are notoriously susceptible to irrational exuberance, macroeconomic shocks, and
the speculative volatility that frequently plagues tech-centric equities. Scholars such as Li
and Wu (2023) and Dong, Hirshleifer, and Teoh (2021) demonstrate that an over-reliance
on short-term corporate targets can inadvertently trigger severe managerial myopia—a
behavioral anomaly wherein corporate executives deliberately curtail critical, long-term
R&D investments to artificially inflate immediate accounting earnings. In the e-commerce
sector, this myopic behavior is particularly deleterious, as deferred investments in
algorithmic optimization or cybersecurity infrastructure can rapidly precipitate market
obsolescence. Expanding on this risk framework, Yu Li et al. (2024) identify that
managerial myopia severely distorts the internal cost stickiness of digital firms, leaving
them structurally fragile during sudden market shifts. To mitigate this trend, Qinyang Li
et al. (2026) emphasize the critical role of "patient capital," arguing that stable, long-
horizon financing structures act as an essential institutional buffer against earnings-
pressure myopia, thereby protecting the integrity of high-risk technological
developments.

Yet, as Verhoef et al. (2021) and Zhang et al. (2025) articulate in their synthesis of
digital enterprise survival, a foundational baseline of accounting profitability remains an
inescapable prerequisite. Rather than viewing ABPMs merely as a catalyst for myopia,
these studies argue that stable internal cash flows—governed strictly by ROA and ROE—

are absolutely crucial for funding incremental innovations and sustaining the continuous,
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routine software deployments vital to e-commerce platform stability. Reinforcing this

operational view, Shevchuk et al. (2026) clarify that while radical Al integrations redefine

long-term strategies, their daily functional deployment relies heavily on immediate,

transaction-level metrics. In alignment with this, Faccia, Le Roux, and Pandey (2023)

illustrate through regional case studies that sustainable e-commerce models require a

rigid framework of accounting control to balance ecological and financial viability. Finally,

Holopainen, Saunila, and Ukko (2024) and Jianhua Li and Jianxiang Xu (2023) show that

digitally enabled performance measurement systems and market-making mechanisms

enhance transactional quality only when anchored in transparent, historical reporting

structures that minimize internal friction and align collaborative digital strategies. To

systematically delineate this theoretical heterogeneity, Table 1 presents an expanded

thematic matrix categorizing the 16 core literatures based on their evaluative paradigms,

industrial locus, and core empirical findings.

Table 1. Thematic Matrix of Performance-Innovation Literature (2021-2026)

Evaluative
Paradigm & | Key Literature & | Digital / Industrial | Core Empirical Findings &
Primary Authors Locus Theoretical Arguments
Metrics
Egzlef;d- Market metrics endogenously
Marketg Qian & She (2023); Peng signal the strategic value of
. & Tao (2022); AlNuaimi intangible assets. High market
Valuation E-Commerce, Tech- . ) .
et al. (2022); Dong et al. . valuations buffer firms against
(MBPMs) 2 Intensive . . . .
., (2021); Dancakova et al. . immediate capital constraints,
(Tobin’s Q ) Enterprises, Platform i . .
(2022); Ravichandran & ) L capture high investor attention,
Market-to-Book . Economies, Digital e ..
, Afjal (2025); facilitate digital M&A, and
Ratio, Stock . M&A Markets .. . . .
Maisenhelder et al explicitly incentivize executives
Returns, . . .
Investor (2025) to pursue high-risk, radical
Attention) technological disruptions.
ABPMs ensure internal liquidity,
Historical Li & Wu (2023); Zhang et tr'an's a(.:tlon quality, and ﬁscal
. discipline necessary for routine,
Accounting al. (2025); Verhoef et al. - .
S : Cross-sector Digital | incremental platform
Profitability (2021); Faccia et al. . L .
. Transformation, optimizations. However, rigid
(ABPMs) (2023); Holopainen etal. Mature E-Commerce, | accountin target ressure
(ROA, ROE, Net | (2024); Shevchuk et al. | . ap J et pressu
. . . Sci-Tech Boards, | induces severe managerial
Profit  Margin, | (2026); Yu Li et al : o : I
. . Sustainable  Digital | myopia and alters cost stickiness,
EBITDA, (2024); Qinyang Li et al. - P T
. X : Models requiring "patient capital” and
Operational (2026); Jianhua Li & Xu advanced governance buffers to
Metrics) (2023) 8

protect radical R&D

expenditures.

As delineated in the thematic matrix above, the conceptual chasm between market-

driven forward expectations and accounting-driven historical reporting fundamentally

dictates how digital firms allocate resources. This academic fragmentation emphasizes
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that relying on a singular performance dimension is insufficient for e-commerce
platforms trapped in aggressive technological life-cycles. To resolve this empirical
ambiguity, the subsequent sections will systematically deconstruct the isolated
transmission mechanisms of both paradigms. Specifically, the analysis will first evaluate
how market-based indicators insulate executive leadership from short-term financial
constraints, thereby acting as an endogenous engine for radical and exploratory
technological breakthroughs.

2. Market-Based Measures (MBPMs) as Catalysts for Radical E-Commerce

Innovation

The structural architecture of the electronic commerce sector is fundamentally
governed by "winner-take-all" network effects, dictating that market dominance is rarely
achieved through incremental operational tweaking, but rather through radical,
disruptive technological leaps. Within this high-velocity ecosystem, the empirical
synthesis reveals that Market-Based Performance Measures (MBPMs)—particularly
Tobin’s Q and abnormal stock returns—function as critical, endogenous catalysts for
radical innovation. Unlike historical accounting metrics that penalize immediate capital
expenditures, forward-looking market valuations effectively decouple executive
compensation and board-level incentives from the constraints of short-term profitability.
By capturing the present value of expected future cash flows and capitalizing intangible
digital assets, elevated market metrics provide e-commerce executives with the
institutional mandate and financial latitude required to tolerate prolonged periods of
strategic "cash burn" (negative free cash flow).!> This tolerance for financial loss is not
indicative of operational inefficiency; rather, it represents a deliberate capital allocation
strategy where early-stage deficits are aggressively traded for long-term technological
supremacy and ecosystem monopolization.

When equity markets assign a high Tobin’s Q to an e-commerce platform, they
structurally lower the firm'’s cost of equity capital, thereby unlocking access to massive
external financing. This influx of capital empowers digital conglomerates—such as
Amazon, Shopee, and Tokopedia—to aggressively fund high-risk, radical R&D initiatives
that would be entirely prohibitive under rigid accounting constraints. The literature

indicates a robust causal link between high market valuations and capital deployment

15 Zhang et al, “Threat or Opportunity: Product Market Competition and Enterprise Digital
Transformation.”
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into frontier technologies, most notably the integration of Artificial Intelligence (AI) for
predictive logistics, autonomous drone delivery networks, and massive infrastructural
investments in robotic warehouse automation.'® Furthermore, elevated stock valuations
provide a robust currency for strategic mergers and acquisitions (M&A). Rather than
relying solely on internal R&D, e-commerce giants leverage their high market
capitalization to rapidly acquire adjacent financial technology (fintech) startups and
digital payment gateways, seamlessly integrating them to lock in consumer loyalty and
expand their proprietary ecosystems.!”

This dynamic strongly extends the theoretical propositions established by Qian and
She (2023) and Dong et al. (2021) into the specific locus of the digital economy.!®!” While
traditional manufacturing firms utilize R&D for product differentiation, e-commerce
platforms deploy radical innovation to fundamentally alter the transaction architecture
itself. The market does not merely passively reflect these innovations; it actively
incentivizes them. Institutional investors in the digital sector demonstrate a pronounced
willingness to absorb the short-term earnings depression caused by massive Al and
automation investments, provided the market metrics signal an expansion of user-base
monetization and data capitalization capabilities.’® Consequently, MBPMs act as an
exogenous shield against managerial risk aversion, empowering CEOs to execute
visionary, high-variance technological projects without the immediate threat of
shareholder retribution over missed quarterly revenue targets.
3. Accounting-Based Measures (ABPMs), Managerial Myopia, and Incremental

Platform Optimization

Conversely, the empirical landscape reveals a profound structural paradox inherent
in the application of Accounting-Based Performance Measures (ABPMs)—such as Return
on Assets (ROA) and Return on Equity (ROE)—within the digital economy. Because

standard accounting conservatism strictly mandates the immediate expensing of most

16 Andrii Shevchuk et al,, “A Catalyst for Innovation in Business: Artificial Intelligence in E-Commerce Digital
Transformation Strategies,” ITEGAM- Journal of Engineering and Technology for Industrial Applications
(ITEGAM-JETIA) 12, no. 59 (2026): 376-83, https://doi.org/10.5935 /jetia.v12i59.3454.

17 Fabian Maisenhelder et al., “Digital Mergers and Acquisitions: Creating or Destructing Value?,” European
Management Journal, August 2025, https://doi.org/10.1016/j.em;j.2025.08.002.

18 Qian and She, “The Impact of Corporate Digital Transformation on the Export Product Quality: Evidence
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R&D outlays rather than capitalizing them as intangible assets, the use of rigid historical
financial metrics frequently misaligns with the long-term gestation periods of digital
innovation. The literature provides robust evidence that an intense executive focus on
quarterly ABPM targets systematically induces managerial myopia. Driven by extreme
internal performance pressures and the immediate threat of institutional divestment, e-
commerce executives often engage in myopic behavior by deliberately curtailing high-
variance R&D expenditures to artificially inflate short-term operating margins.?! In a
highly volatile e-commerce ecosystem, this systematic underinvestment is exceedingly
perilous; deferring capital allocation away from critical structural upgrades—such as
algorithmic supply chain routing or advanced cybersecurity protocols—can rapidly
precipitate technological obsolescence and catastrophic market share erosion.

However, condemning ABPMs solely as catalysts for myopia fundamentally
misunderstands the dual topology of digital innovation. While market-based measures
excel at driving radical disruption, the findings by Verhoef et al. (2021) and Zhang et al.
(2025) strongly articulate that historical accounting profitability remains an inescapable
prerequisite for enterprise survival.’>** E-commerce platforms do not operate solely on
frontier technological breakthroughs; their daily operational viability is deeply anchored
in continuous, incremental software deployments. In this context, ABPMs provide the
indispensable fiscal discipline and internal liquidity governance required to fund routine,
non-disruptive platform optimizations.

Strict adherence to accounting metrics ensures the robust generation of internal
cash flows necessary to execute vital incremental innovations. These include the
continuous A/B testing of User Interface and User Experience (Ul/UX) architectures, the
friction reduction of payment checkout gateways, and the daily optimization of server
load-balancing protocols.?* Because incremental innovations carry significantly lower
implementation risk and generate immediate, measurable returns on investment, they
are perfectly captured and incentivized by historical accounting frameworks. Recent

empirical investigations corroborate that while digital disruption captures market

21Yu Li et al,, “Enterprise Digital Transformation, Managerial Myopia and Cost Stickiness,” Humanities and
Social Sciences Communications 11, no. 1 (October 19, 2024): 1389, https://doi.org/10.1057 /s41599-024-
03926-1.

22 Verhoef et al., “Digital Transformation: A Multidisciplinary Reflection and Research Agenda.”

23 Zhang et al,, “Threat or Opportunity: Product Market Competition and Enterprise Digital Transformation.”
24 Alessio Faccia, Corlise Liesl Le Roux, and Vishal Pandey, “Innovation and E-Commerce Models, the
Technology Catalysts for Sustainable Development: The Emirate of Dubai Case Study,” Sustainability 15, no.
4 (February 13, 2023): 3419, https://doi.org/10.3390/su15043419.
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valuation, the sustained profitability governed by ROA directly correlates with a
platform's capacity to execute hyper-frequent, low-risk software iterations that
seamlessly retain the user base.?’ Therefore, rather than rendering ABPMs obsolete, the
digital economy repurposes them: they function no longer as the primary compass for
long-term strategic vision, but rather as the foundational financial bedrock that sustains
the operational continuity and incremental refinement of the e-commerce infrastructure.
4. Endogenous Moderating Variables in the Digital Ecosystem

The bifurcated relationship between performance measurement paradigms and
corporate innovation is not absolute; rather, it is significantly conditioned by a set of
endogenous moderating variables unique to the digital ecosystem. The empirical
synthesis demonstrates that the efficacy of Market-Based Performance Measures
(MBPMs) in driving radical innovation is heavily contingent upon scale and network
effects. In the e-commerce sector, massive operational scale provides a critical resource
buffer. Mega-platforms possessing dominant market capitalization exhibit a pronounced
resilience against transient accounting downturns, allowing them to persistently funnel
capital into high-risk R&D pipelines regardless of short-term macroeconomic shocks.?®
Conversely, nascent or mid-tier e-commerce firms lacking robust network effects are
structurally forced to prioritize Accounting-Based Performance Measures (ABPMs). For
these smaller entities, maintaining positive operational cash flow is an existential
necessity, strictly limiting their innovative capacity to low-risk, incremental platform
optimizations to avoid liquidity crises.

Furthermore, the transmission mechanism between market valuation and
innovation intensity is deeply moderated by intangible asset intensity. E-commerce
enterprises are fundamentally defined by their reliance on proprietary algorithms,
massive consumer data lakes, and integrated digital logistics architectures. The literature
underscores that firms possessing a higher baseline of intellectual capital and digital

infrastructure experience an amplified response to market-based incentives.?’ For these

25 J[ianhua Li and Jianxiang Xu, “Does the Introduction of Market Maker Improve Market Quality? Evidence
from China’s Sci-Tech Innovation Board,” Finance Research Letters 55 (July 2023): 103909,
https://doi.org/10.1016/.frl.2023.103909.

26 Mira Holopainen, Minna Saunila, and Juhani Ukko, “The Effects of Digital Business Strategy on the
Collaboration Performance of Companies: The Moderating Effect of Digitally Enabled Performance
Measurement,” International Journal of Industrial Engineering and Operations Management 6, no. 1 (January
2,2024): 64-81, https://doi.org/10.1108/IJIEOM-04-2023-0040.

27 Darya Dancakova et al.,, “The Impact of Intangible Assets on the Market Value of Companies: Cross-Sector
Evidence,” Mathematics 10, no. 20 (October 16, 2022): 3819, https://doi.org/10.3390/math10203819.
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highly intangible-intensive firms, a surge in Tobin’s Q rapidly translates into aggressive
radical innovation, as equity markets disproportionately reward technological
advancements that capitalize on existing consumer data networks. In contrast, e-
commerce firms functioning primarily as digital storefronts with low proprietary tech
intensity find that market metrics exert a negligible influence on their R&D output, as their
valuation remains rigidly tied to traditional accounting metrics like gross merchandising
margins.

Finally, the pervasive threat of managerial myopia induced by strict ABPMs is
effectively mitigated through robust venture capital and institutional governance. The
oversight mechanisms enacted by sophisticated institutional investors play a pivotal role
in realigning executive incentives toward long-term value creation. Empirical evidence
confirms that e-commerce firms with substantial institutional ownership and active
venture capital backing are significantly less likely to curtail critical R&D expenditures in
the face of quarterly earnings deficits.”® These institutional actors serve as an external
governance shield; by implicitly guaranteeing extended capital runways and tying
executive compensation to long-term equity performance rather than short-term
accounting benchmarks, they structurally override the myopic tendencies inherent in
traditional corporate financial reporting. Consequently, robust governance acts as the
definitive catalyst that allows digital enterprises to safely leverage market-based
incentives for radical technological disruption.

5. Structural Asymmetries: An Integrated Evaluative Framework for E-

Commerce

The culmination of this systematic empirical synthesis dictates that the perceived
dichotomy between market-based and accounting-based performance measures is a
theoretical fallacy when applied to the digital economy. Rather than mutually exclusive
paradigms, MBPMs and ABPMs operate through structural asymmetries that, when
strategically harmonized, foster organizational digital ambidexterity—the critical
capability to simultaneously execute exploratory radical disruption and exploitative
incremental optimization. The electronic commerce sector, characterized by its hyper-
competitive temporal bifurcation, demands this exact dual-capacity. Consequently, an

integrated evaluative framework is indispensable. Corporate boards must leverage

28 Qinyang Li et al., “Patient Capital and Managerial Myopia,” Finance Research Letters 110 (2026): 110648,
https://doi.org/10.1016/.frl.2026.110648.
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MBPMs to navigate long-term technological trajectories, utilizing high equity valuations
to shield visionary executives from shareholder retribution during capital-intensive
phases of Al or infrastructural R&D. Simultaneously, executive management must strictly
lock ABPMs into the daily operational cadence to ensure the internal liquidity, fiscal
survival, and incremental software maintenance necessary to prevent immediate
platform collapse.

To systematically visualize this strategic harmonization, this study proposes the
Dual-Topology Conceptual Model of Corporate Innovation in E-Commerce (Figure 1).
Within this integrated architecture, performance metrics are positioned as parallel,
complementary transmission mechanisms.

Figure 2. The Dual-Topology Conceptual Model of Corporate Innovation in E-

Commerce
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This conceptual model structurally resolves the agency conflicts associated with
managerial myopia. By assigning distinct innovation mandates to distinct performance
metrics, the framework ensures that the aggressive pursuit of future digital monopolies
(driven by MBPMs) does not catastrophically compromise present-day platform solvency
(governed by ABPMs).

Table 2 meticulously operationalizes this conceptual integration. By delineating the
comparative topologies of both measurement systems across critical economic
dimensions, it provides a functional blueprint for corporate governance in digital

enterprises. This paradigm shift allows institutional investors and executive teams to
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explicitly match their R&D capital allocation strategies with the appropriate performance

evaluative metric, ensuring robust adaptability within the profoundly volatile e-

commerce landscape.

Table 2. Comparative Topologies of Performance Metrics in the Digital Economy

Dimension of Accounting-Based Measures
Evaluative Market-Based Measures (MBPMs) g
(ABPMs)
Topology
Ex-ante / Forward-looking (Anchored | Ex-post / Backward-looking
Temporal . . g . . :
. . in future cash flow expectations and | (Anchored in realized historical
Orientation : )
speculative growth). transactions and sunk costs).
. . Aggressively capitalizes intangible | Strictly expenses most R&D outlays;
Digital Asset . .
A assets (algorithms, data networks, | structurally fails to capture latent
Capitalization . .
brand equity). intellectual property.
. . Cultivates executive risk tolerance; | Induces risk aversion; susceptible to
Managerial Risk | . L - " . . ; ;
. incentivizes strategic "cash burn" for | triggering managerial myopia under
Propensity - .
long-term monopolization. quarterly earnings pressure.
Radical & Exploratory: Drives high- | Incremental & Exploitative: Sustains
Innovation variance technological disruptions | low-variance platform optimizations
Typology (e.g, predictive Al, autonomous | (e.g, UI/UX refinement, server
logistics). efficiency).
Strategic Board-level compass for long-term | Operational bedrock for internal
Functionality in E- | strategic positioning and external | liquidity governance, fiscal discipline,
Commerce equity financing. and daily platform survival.

Ultimately, as delineated in the comparative topologies above, the electronic
commerce ecosystem unequivocally punishes structural rigidity. E-commerce platforms
that rely exclusively on historical accounting metrics will inevitably succumb to
managerial myopia and technological obsolescence, whereas those driven purely by
market valuations risk catastrophic operational cash flow deficits. Therefore, mastering
this digital ambidexterity—through the rigorous and calibrated deployment of both
MBPMs for strategic exploration and ABPMs for operational exploitation—is no longer

merely a theoretical ideal, but an inescapable structural imperative for securing and

sustaining long-term market leadership in the global digital economy.

C. CONCLUSIONS

Addressing the profound structural heterogeneity of performance measurement
paradigms within the high-velocity electronic commerce ecosystem, this study resolves
that market-based and accounting-based indicators are endogenously complementary
rather than mutually exclusive. While historical accounting measures remain a robust
prerequisite for maintaining internal liquidity and sustaining incremental operational
exploitations, forward-looking market valuations uniquely catalyze the executive risk-

taking imperative for radical technological disruptions. By harmonizing these temporal
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asymmetries into an integrated governance architecture, corporate boards can
systematically neutralize managerial myopia while securing the patient capital required
for advanced algorithmic expansion. Ultimately, mastering this dual-topology framework
cultivates a resilient organizational digital ambidexterity, providing a definitive strategic
blueprint for digital enterprises to navigate severe market volatility and sustain long-term

monopolistic leadership.
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