BUSINESS VALUE OF STRATEGIC INFORMATION SYSTEMS OF SMALL
AND MEDIUM ENTERPRISES (SMEs) WITHIN WESTLANDS DIVI SION OF
NAIROBI

BY
OGUTU, KEVIN OKOTH

A MANAGEMENT RESEARCH PROJECT REPORT SUBMITTED IN
PARTIAL FULFILLMENT OF THE REQUIREMENTS FOR THE AWA RD OF
THE DEGREE OF MASTER OF BUSINESS ADMNISTRATION OF T HE
SCHOOL OF BUSINESS, UNIVERSITY OF NAIROBI

NOVEMBER, 2010



DECLARATION

This research project is noyiginal work and has not been presented to anyeusity for
any award or anywhere else for academic purposes.

Signature: Date:

Name: Ogutu, Okoth Kevin

Registration No: D61/P/7275/2005

This project has been submitted for examinatiopgses with my approval as University
Supervisor.

Signature: Date:

Name: Mr. Jeremiah Kagwe
Lecturer, School of Business

University of Nairobi



ACKNOWLEDGEMENTS

My sincere gratitude goes to my project supervistn Jeremiah Kagwe for his

invaluable guidance and support throughout theeptoHe not only guided me well, but
also showed very keen interest in the project warkd ensured | was on the right track
throughout. Sir, you really encouraged and guidedevery step of the way. May the
good Lord Bless you abundantly and add you wisdemyaa prepare other Kenyans in

the journey towards academic success.

All the respondents from the SMEs | visited in Wastls Division who were the source
of information for this project, the time you gatlgough the filling in of questionnaires
was truly invaluable and | would like to say thamu very much from the bottom of my

heart.

My colleagues and boss at the work place were eatgassistance; the understanding
they showed during this whole time when at timésd to ask them to step in for me in

my duties and the moral support is greatly apptedia

My young family will forever be in my heart for tinesupport in every way. My wife
particularly kept on encouraging and urging me odmemv the going got tough and
sometimes the end was not very clear. Diana and/Biwank you very much. Above all,

to God be the Glory for thus far He has brought rheam forever grateful.



DEDICATION

This project is dedicated to my lovely son SamuahiTOtieno Ogutu (Barry), my wife
and best friend Diana Olenja and my wonderful mo@larice Ogutu. May GOD bless

and protect you always.



ABSTRACT

Information systems have been praised to be thet nmoportant ingredient of
competitiveness and success in the modern knowledgeomy. This study aimed at
investigating the business value of Strategic Imfmion Systems within SMEs in
Westlands Division of Nairobi. Strategic InformatidcSystems are viewed as very
valuable tools for enhancing effectiveness anaetitreness of any business organization
that has embraced ICT technology it its operataomd planning.

SMEs play a vital role in development of the Kengaonomy. However, despite the fact
that successful businesses use strategic informatgystems for effective
competitiveness, little has been done to estalilhreal business value that these
information systems can add to most businessesSafids in particular. Building on
sparse literature regarding the business valuetrategic information systems, the
researcher embarked on a survey whose data wasaisasdess the business value that

SMEs enjoy by adopting strategic information sysem

The research adopted a cross sectional study iregdg&MEs in the Westlands Division of
Nairobi. Stratified and simple random sampling teghes facilitated the choice of 105
SMEs from whom data was collected using self adstenéd. Data was analyzed and
presented using descriptive statistics, tablesphgraand pie charts, by the use of
Statistical Package for Social Sciences (SPSS)oref®. The study found out that most
SMEs are started and operated by largely youthénsgns aged between 18-40 years
who have formal education of up to at least secgndehool level. The research also
discovered that the most outstanding benefits SMEjey by investing in strategic
information systems include; improved communicatéord flow of information within
the business, improved accuracy, reliability andiezaaccess to information and
customer satisfaction and loyalty. In conclusidre findings of the study highlight the
importance of strategic information systems to SME$&urther proposes that for SMEs
to fully enjoy the business value of strategic rnfation systems they need to set up an
IS strategy for the business, align the businasgegty with the IS strategy and identify
IS roles needed to make the adoption process sfates
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CHAPTER ONE: INTRODUCTION

1.1.Background of the Study

An information system (IS) can generally be desatilas a collection of computer
hardware, software, people, procedures and comitionc devices used to capture
business data, process it and disseminate infoomédr the purposes of decision making
within a business enterprise. Strategy on the otlaed is the approach or plan that a
business puts in place to achieve its core businegsctives and goals. A strategic
information system is therefore that informatiostsyn that business firms use to execute
their strategic goals and objectives at all lev@isthe business. Through the use of
strategic information systems, businesses are t@adlgaining competitive advantage
and larger market share over their rivals in thek@iaamong other benefits.

1.1.1. The concept of Strategic Information Systems
A Strategic Information System is “an informatiorysem which supports an
organisation in fulfilling its business goals”, &tke, 2005). Such systems can be found
at any level of management within a business enserpprovided it is capable of
transforming the goals, processes, products anerrelt relations of the business to
produce competitive advantage. According to Waul Reppard (2002), SIS functions in
ways that are similar to data processing and manageinformation systems, however,
it is the impact it causes on the business duedga@dontinual changes they enable or cause
that makes the difference. SIS help improve busireesnpetitiveness by changing the
way business is conducted. They are systems thdafmentally change the organization
itself and add business value to the organisation.

1.1.2. The concept of Business Value
Generally, business value is the ability of an argation to meet and/or exceed the needs
and expectations of its customers, and do so effilyi in a manner that increases the
profitability of the business. Business value isi@ated from the activities, processes
and systems that positively contribute to the dVgmafitability of an organisation by
either increasing its revenue or reducing its egpenAccording to Porter (2008), today
organisations in all spheres must compete to debusiness value. In management,
business value is an informal term that includédaims of value that determine the

health and well-being of the firm in the long-ruk.strong business value proposition



will offer an organization a strong differentialtiveen it and the competitors, increase
not only the quantity but the quality of prospeetileads, gain market share in the
targeted segments, assist in enhancing tools tliathelp close more business and
improve business operations efficiency.

1.1.3. Strategic Information Systems and Business Value
In the current competitive business environmertpasinesses whether small, medium
or large need access to timely, current, relevacturate and adequate strategic
information in order to make strategic businesdsi@as, deliver value to customers and
enhance their competitiveness in the market pl&oeaccess this valuable information,
businesses need to adopt strategic informatioresyst{Higgins & Vincze, 1993). The
concept of strategic information systems has gaaoegptance, emphasizing the fact that
information is a strategic resource. Strategic nmiation systems (SIS) help improve
business competitiveness by changing the way bssiseconducted (Ward and Peppard,
2002). They are systems that fundamentally chahgeotganization itself. So viewed
from this perspective, any type of information syst(IS) can potentially be regarded as
strategic information system if its impact transfier the goals, business processes,
products and external relations of the companyealyce competitive advantage. In fact
strategic information systems can change the vatyra of the business. In order to give
outputs, a strategic information system uses tdolggoto process the inputs. Like all
other systems, SIS operating within an environnrequires people, procedures and
material facilities. According to Porter (2008)d&y organisations in all spheres must
compete to deliver business value. Business vaunebe described as the ability of an
organisation to meet and/or exceed the needs gret&tions of its customers, and do so
efficiently in a manner that increases the profligbof the business. Oganisations have
to deliver value to their customers. This is nogt jas true for a hospital delivering health
care, or a foundation making charitable contrilngicas it is for a business organisation
producing and selling a product or a service.

1.1.4. Small and Medium Enterprises
There is no universal definition of small and mexdisized enterprises (SMESs) that is
widely acknowledged. However, various definitiorfstlte concept appear especially in
business, commerce, economics and developmerdtiliter For example, the common
definition adopted by the Organisation for Econor@ic-operation and Development

(OECD) countries is based on employment figuresrespondingly an SME has less
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than 500 employees (OECD, 2004). The South AfrisME Act, on the other hand,
defines SMEs as having up to 100-200 employees torrever of five million Rand
(Kshs 6 Million), while micro enterprises have upfive employees (Gordon, 2003). In
Egypt, the Ministry of Trade has unified definitobased on three criteria: The number
of workers, fixed assets and Annual turnover (R2804). According to the European
Union definition, the category of micro, small amédium-sized enterprises (SMES) is
made up of enterprises which employ fewer than @&8ons and which have an annual
turnover not exceeding EUR 50 million (Kshs.5,000,000), and/or an annual balance
sheet total not exceeding EUR 43 million (Kshs.8,000,000).

In the UK, sections 382 and 465 of the Companies 2806 define an SME for the
purpose of accounting requirements. According ®Alst, a small company is one that
has a turnover of not more than £6.5 million, aabeé sheet total of not more than £3.26
million and not more than 50 employees. A mediuredicompany has a turnover of not
more than £25.9 million, a balance sheet total @f more than £12.9 million and not
more than 250 employees. It is worth noting tha&newithin the UK this definition is not
universally applied. In its ongoing research pragrthat collects data on SMEs in
Canada, Statistics Canada defines an SME as aimyekasestablishment with 0 to 499

employees and less than $50 million in gross reegnu

The world over, SMEs are increasingly regarded iga Yor diversifying economies
through the creation of employment (Machacha, 2002 OECD (2000) notes that
small and medium-sized enterprises account for@pefcent of jobs created in member
countries. Southwood (2004), in discussing theustaif the SME sector in Africa,
observed that governments and large corporatiomsndded economies of the countries;
yet, the real engine of economic growth lay with B3V South Africa, Egypt, Morocco,
Kenya, Uganda, Botswana, Zambia and Tanzania hdwétiged their investment in
SMEs (Gordon, 2003; Maksoud and Youseff, 2003 arduRlic of Botswana, 2003).
Muuka (2002), in discussing the SME sector in Afrinoted that the informal sector
(largely made up of SMES) is huge due to the lamgabers of employees it absorbs as a
consequence of inadequate jobs and opportunitidgeiformal sector. He points out that

in many African countries; the informal sector &imated to employ from three to six



times the number of employees in the formal sedttwmwever, very little has been
documented through research about this importaoise

In Kenya, the government and donor agencies areasmgly emphasizing the key role
played by the SME sector in promoting economic soalal development. Consequently,
they are jointly providing financial assistanceaimattempt to encourage and assist SMEs
in the country (Machacha, 2002). Similarly, the gggument has realised that it is not
sensible to depend largely on the agricultural aedor the long-term economic
development of the country. Consequently, it isoeinaging the development of the SME
sector as a way to diversify its economy (Amani Mithga-Kida, 2001). Furthermore,
the importance attached to the SME sector in aldpwg economy like Kenya from a
scholarly point of view is reflected increasingty the number of studies that are being
undertaken about the sector (Lisenda, 1997; Duneoara Heeks, 2001; Shemi and
Magembe, 2002, Machacha, 2002).

National baseline surveys were carried out in thentry in 1993, 1995 and 1999. These
surveys were to ascertain the magnitude of MSHEkarcountry and the extent to which
they provided employment and income. The 1993 sumexealed that there were
910,000 MSEs employing up to 2 million people (Rar&and Torres, 1993). In 1995, the
survey ascertained that there were 708,000 MSEdogimg 1.2 million people and that
this sector provided more employment than the foseator (Daniels et. al, 1995). The
average income of these MSEs was 2.5 times higham the minimum legislated
monthly wage for general labourers (Daniels etl@85). Today there are approximately
1.3 million MSEs in the country employing up to 2dllion people and providing on
average 18% of the country’'s GDP (CBS et. al, 199@xtoral distributions of MSEs
show that 64% of all enterprises are in the trastgos (CBS et. al, 1999). Services and
manufacturing sectors have 15% and 13% respectiwdigreas construction sector
accounts for less than 2% of the total (CBS etl299). Regional distribution of MSEs is
not specified even though the 1999 survey coverest iparts of the country. It is only
mentioned that a large proportion of MSEs are ie tliral areas i.e. 74% of
manufacturing, 70% of construction and 67% of tréciBS et. al, 1999).



All SMEs today are competing not only with each otleeally but also with global
companies for the same market. They therefore tteegplore new ways and approaches
in reaching out to both local and global market®iider to increase their market share.
Thus, they need to adopt more competitive straseigi®rder to survive and thrive in the
market. The choice of Westlands Division was maimhifjormed by its recent
development into a major commercial and economic dwtside the Central Business
District of Nairobi (CBD) and the high likelihootidt most of the businesses in the area
have embraced ICT to support their business opeatand processes. The Baseline
survey of 1999 showed that there were approxim&@2|¢60 SMEs in Nairobi in 1999
and a total of 1.3 million SMEs in the entire caynémploying 2.4 million people.
Westlands division of Nairobi had a human poputatid 290,517 in the 1999 national
census. Using the projected growth rate of 4.8%gperum, the current population of
Westlands is approximately 429,965 people {290,517 [(4.8%*290,517)10]}.
According to CBS, ICEG and K-Rep (1999) MSE Baselsurvey results, the total
number of enterprises per 1,000 residents of theye population is 43 SMEs. Hence,
the population of all SMEs in Westlands is apprcadiety 18,488 (429,9651,000 x 43);

assuming a steady growth rate.

This study was aimed at finding out what busineslsiey strategic information systems
add to SMEs. The researcher looked into the siatede of information systems in
enhancing the productivity, competitiveness andifaaility of the SMEs. The important
aspect of the study was to identify the extentligihanent in the businesses based on the
use of information systems (IS) to support busirgssrations and strategic decisions of
the SMEs and how the information systems are ugesblve real business problems
affecting business enterprises hence providing negsi value to the business. The
research findings were used to understand thete#eatilization of the various IS for
business value addition within SMEs.

1.1.5. Westlands Division
Westlands is a suburb of Nairobi that was until ¢éaely 1980s composed of residential
homes and a few shops which has now developedintajor commercial and economic
area outside the Central Business District of Nmirépart from being a commercial
centre, Westlands is also one the eight administrativisions in Nairobi. The division

consists of the following six subdivisions (locat®): Parklands, Kitisuru, Highridge,
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Kangemi, Kilimani, and Lavington. Westlands is alao electoral constituency, the
Westlands Constituency which has the same bordéns\Westlands division. According
to the 1999 census results, Westlands division &gabpulation of 290,517 people
distributed among the various locations as followghridge 65,268, Kangemi 82,964,
Kilimani 61,290, Kitisuru 38,424, Lavington 26,548d Parklands 16,031.

1.1. Statement of the Research Problem

Strategic information systems play an importane nol providing organizations with a
competitive edge in a competitive business enviemmThey may deliver a product or
service that is at a lower cost, that is differatet, that focuses on a particular market
segment, or is innovative. These systems also ¢eowrganisations with timely
information with regard to: customer tastes andegpemces, needs and wants, supplier
availability, competition, markets etc. thus strgneging their competitiveness in the
market place. Strategic information systems likeoetmerce have for instance enabled
businesses to penetrate global markets thus gemgeramore revenue. Strategic
Information Systems therefore add business valudusiness organizations across
different sectors, SMEs included. According to Higg& Vincze (1993), strategic
information systems are the combination of thosespaf an organisation's cluster of
information systems which provide information ints strategic planning processes.
They perform the functions of gathering, maintagniand analysing data concerning
internal resources, and intelligence about congrstitsuppliers, customers, government

and other relevant stakeholders.

SMEs have become an important contributor to thewye economy. The sector
contributes to the national objective of creatingpéoyment opportunities, training
entrepreneurs, generating income and providinguecef livelihood for the majority of
low to middle income households in the country (R#jg of Kenya, 1989, 1992, 1994),
accounting for 12—14% of GDP. The sector is thestd great significance to economic
growth and development. There is currently a migous on SMEs in the development
strategy. The SME sector is seen as a key entmt pmi development initiatives (Alila
and Pedersen, 2001). Given the sectors importantribotion to the economic
development and employment creation, it is impdrtarknow the extent of information
systems application within the SMEs for improvedrf@enance and profitability,



particularly with regard to the use of strategiformation systems to support their

business strategies.

Traditionally, businesses have relied on genenategies like the porter’s five forces
model to achieve competitive advantage. This islomger promising due to the
increasing complexity of the business environmeult iatense competition by businesses
for the same markets hence the need to adopt modemm ways of improving their
competitiveness in the market. Wiseman (1988) ewsipba that companies need to use
information systems strategically to reap signiiicaompetitive advantage. Wiseman
points out that although the use of informationteys may not always lead to
competitive advantage, it can serve as an impottantin the firm’s strategic plan. This
study therefore aimed at finding out how SMEs halgned their information systems

with business strategies in order to gain and raairdcompetitive advantage.

SMEs need to take advantage of the power of Si&der to take on the competition,
whether small, medium or big, local or global. Bdtle traditional and the modern tools
for instance strategic information systems are \eryortant for the competitiveness of
the business. However, most SMEs might not implén$#8 due to such reasons as;
limited funds, lack of knowledge, lack of skillethH, lack of tools etc. Consequently,
there is a need for an effective approach to adoptif SIS that matches the current
position of business organisations. Currently thereery little research reporting about
the alignment of the business and IT in Kenya twease business performance. Hence
there is a need for more literature about Strateégarmation Systems Planning and the
way organisations integrate their IT/business agjias. Tan (1999) explored the views of
executives with respect to business-IT alignmerd anggests that for business-IT
alignment to succeed, relationship between the |peégspmore important rather than the

strategy.

The main purpose of this research was to focus hen strategy and the type of
information systems used to support the businesgj term objectives and strategies.
Norman and Scadden (2005) conducted the studyswitable strategic model for small
and medium enterprises in New Zealand. They deeelggn IT strategic plan for an

electrical contract company to explore the applecabf theory in real-life. The study
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concluded that the Small and Medium Enterprise (pMEsiness operators do not
recognize strategic planning as relevant to dajatprunning of business activities.

Studies that have been done on SMEs in Kenya havecancentrated on strategic
information systems. Kinyanjui, M. (2000) investigd the opportunities in enterprise
clusters in Kenya with a focus on Ziwani and Kigaimal \Wanjohi, A.M. and Mugure, A.
(2008) on the other hand looked at the factorsctffg the growth of MSEs in rural
Kenya basing their study on ICT firms in Kiseriaowinship of Kajiado District. Njeru,
E.H.N. and Njoka J.M. (1998) conducted a survey tbhe socio-cultural factors
influencing investment patterns among informal seavomen entrepreneurs while
McCormick, D. and Kinyanjui, M.N. (2004) investigat capacity building of Micro and
Small Enterprises. The government of Kenya alsoadairvey in 2005 to establish how
the development of Micro and Small Enterpriseslitates Wealth and Employment
Creation for Poverty Reduction. There is therefooelocal study that has been carried
out so far, specifically to establish the busineskie addition of strategic information
systems to SMEs either within the country in geheraVestlands division in particular.
This study therefore aimed to fill this gap by depeng the necessary information on the
business value of strategic information systemsmall and medium enterprises (SMES)

in Westlands Division of Nairobi, Kenya.

1.2. Objective of the Study

The objective of this study was to determine theiress value of strategic information
systems in small and medium enterprises (SMEs)inwlestlands division of Nairobi,

Kenya.

1.3. Justification of the Study

The Kenya government considers the SME sector lkesyandustrial player and future
source of employment for many of the graduatesimgaeolleges and universities every
year. However, most Kenyan SMEs do not fully realiheir business vision. This in
most cases is as a result of lack of valuableegratinformation to facilitate effective
decision making within the business. Since effectiecision making is at the heart of
SMEs business success, use of SIS can lead tosactésnely, current, relevant and

adequate information for informed decision making atrategic planning. The findings



of this study are of great importance to SMEs imy&as it will enlighten them on the
business value of strategic information systemsclvigian provide them with the much
needed competitive edge in the market. The businemnagers will get to know how
they can generate strategic and valuable businé&ssnation relating to forces within the
external business environment which require urgdténtion and response in timely

manner.

Recent years have seen the growth of SMEs duerittksig national economies. SMEs
have become important avenues for employment acwinie generation in Kenya. The
sector absorbs most of the labour force and thiansiereation of income for those
involved. Any effort to study this important sectsivital and more so, on the use of SIS
for business value addition within the sector cartmeounderestimated. In Kenya, there is
a dearth of literature and work done on the effeftsSIS on the SME sector. This
deficiency is inexcusable considering that abod6 28 the total households in Kenya are
involved in entrepreneurial activities (CBS, et, 8999). It is therefore important to
develop information on the business value of Si&ig sector. A study of this kind sheds
light on the SIS SMEs use in order to reap maximwminess benefits. This study
contributes to the existing literature of the vegntral issue of use of SIS among SMEs

in Kenya

This study is of benefit to the stakeholders andeltgers of information systems for
businesses because the information gathered walblernthem develop tailor-made and
relevant business information systems that probigness value to SMEs. Information
Systems developers will be informed of the unigharacteristics of SMEs and thus
develop the appropriate Information Systems to nisat specific strategic needs. The
Government of Kenya on the other hand will enstia aany formulated ICT policies
promote the growth of the SME sector. It will alsome up with the appropriate
measures to improve the business environment ®rSWE sector in Kenya. As for
students and future researchers interested iratbes, the findings of this study will add
on to the knowledge base of SIS and the SME settoenya.



1.4. Scope of the Study

The subject area of this study was Strategic in&tion systems (SIS) and the business
value they create for small and medium businesBes.strategic Information systems
that this study focused on were the type that erdndéine competitiveness of a business
enterprise or changes the way a business operateariaus strategy levels such as
corporate level strategy IS, business level styat8g operations-Level Strategy IS and
Strategic Transitions IS that are available to assfsection of SMEs in Westlands,
Nairobi. The integration of information and Comnuations technology (ICT) with
business processes i.e. how ICT is being used liwedebusiness value and how
strategically it is being used to achieve compatigdge was the focus of this research. In
this study, the researcher took the strategic petsge of the various business managers
and studied how these small and medium firms getenstrategic value from there
IS/ICT investments. This is because every busimessmager needs to know the
importance of IS/ICT in driving business strategg &ringing more business value since

they are the ones who make strategic decisiongatidrize capital spending.

The study mainly focused on the strategic impadtlamsiness value that can be achieved
rather than the details of the technology. The ystdopted a cross-sectional approach
covering SMEs located in Westlands Division of Mhirf whose population is a mixture
of sole traders, partnerships and joint stock comgsafrom across industries. The
research mainly targeted the business managerdieorownership of the selected
businesses since they are the people who influendeshape the strategic direction these
businesses take. Selected ICT staffs were alsovieteed in order to understand their
knowledge and understanding of the business arddadr@ignment with ICT. The choice
of Westlands division of Nairobi was mainly dughe likelihood of majority of SMEs in

the area having embraced ICT to support their ssimperations and strategies.

1.5. Limitations of the Study

The study was limited to Westlands division covgrmainly SMEs in the trade/retail
and services sector. Lack of published work on ShE$e area has led to information
gap; therefore this limited the study’s comparisand generalizations since there is no
similar study. Time and financial constraints weaieo a challenge to the researcher

because of limited resources and busy work schedule
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CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This chapter examined the relevant literature emitin the field of strategic information
systems (SIS) and their business value to small madium business enterprises in
general. It basically covered relevant contribusiam the area of business value addition
of strategic information systems and how they suppo organisation in fulfilling its

business objectives and enhancing its competitssemethe marketplace.

2.2Business Value

According to Porter (2008), today organisationslinspheres must compete to deliver
business value. Business value can be describetk ability of an organisation to meet
and/or exceed the needs and expectations of iteraess, and do so efficiently in a
manner that increases the profitability of the bass. Oganisations have to deliver value
to their customers. This is now just as true fdnospital delivering health care, or a
foundation making charitable contributions, asifar a business organisation producing
and selling a product or a service. A strong bussinealue proposition will offer an
organization a strong differential between it ahd tompetitors, increase not only the
guantity but the quality of prospective leads, gaiarket share in the targeted segments,
assist in enhancing tools that will help close mobreiness and improve business
operations efficiency. Due to the intense comptiin the business environment most
business managers are continuously searching fors wd staying ahead of the
competition by offering the market superior produet an affordable price and still

remaining profitable.

2.3 Strategic Information Systems

Clarke (2005) defines strategic information syst€S) as “an information system
which supports an organisation in fulfilling its dmess goals”. According to Ward and
Peppard (2002), SIS functions in ways that are larmio data processing and
management information systems, however, it igrtipgact it causes on the business due
to the continual changes they enable or causertakés the difference. SIS help improve

business competitiveness by changing the way bssiiseconducted. They are systems
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that fundamentally change the organization itsgtf.viewed from this perspective, each
of the six types of systems; Transaction ProcesSiygfems (TPS), Knowledge Work
Systems (KWS), Office Automation Systems (OAS), Bigement Information Systems
(MIS), Decision Support Systems (DSS) and Execuupport Systems (ESS) can
potentially be regarded as strategic informatiostays if their impact transforms the
goals, business processes, products and extelatibme of the company to produce
competitive advantage. In fact strategic infornratsystems can change the very nature

of the business.

For the purposes of this research and based ornvaheus definitions of strategic
information systems gathered from the availabkrditure, strategic information systems
will be defined as a computer based system thé¢ats| processes, analyzes, stores, and
disseminates information that support the attairtnoéishared business goals and assist
in effective management decision making and proldelving.

2.4 Strategic Information Systems and Business Value

The concept of strategic information systems hasegleacceptance, emphasizing the fact
that information is a strategic resource. Strat@gfiermation systems can be at any level
of management. They are systems that fundamerdadiyge the organisation itself and
the way it conducts its business. For almost ag las computers have been used in
business, the strategic potential of automatedrnmétion systems has been recognised.
Kriebel (1968) and Whisler (1970) were among thestfito identify the strategic
importance of information systems and to discuss ribcessary linkage between the
information systems and a business framework. @b¢i991), Krcmar and Lucas
(1991), say that strategic information systemsthose systems which enable firms to
deliver business value and achieve strategies sithsiedcompetitiveadvantageover
their rivals. Some authors have attempted to drasvsanction between strategic and
competitive' systems (Huff and Beattie 1985). Thistimction centers upon the
supposition that strategic systems help senior gemato create and monitor the
strategic plan, whereas competitive systems hemtto make the strategy operational.
Therefore, the definition of strategic informatiggstem used here is an information

system which is intended to enable its operatoddfiver business value and achieve
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sustain competitive advantage and over its rivaldeu a variety of environmental

conditions.

2.5 Strategic Information Systems and Small & Medium Enerprises

Information is the lifeblood of any business entisiga Business managers and employees
need timely information for effective decision madgito ensure improved productivity,
profitability, customer satisfaction and improveycle times, hence the need for an
efficient and effective system to avail the regdiraformation. Clarke (2005) defines
strategic information system (SIS) as “an informatisystem which supports an
organisation in fulfilling its business goals”. Amding to Ward and Peppard (2002), SIS
functions in ways that are similar to data progegsand management information
systems, however, it is the impact it causes orbtlstness due to the continual changes
they enable or cause that makes the difference. B improve business
competitiveness by changing the way business iglwted. They are systems that
fundamentally change the organization itself. Samad from this perspective, each of
the six types of systems; Transaction Processingie8ys (TPS), Knowledge Work
Systems (KWS), Office Automation Systems (OAS), Bigement Information Systems
(MIS), Decision Support Systems (DSS) and Execuupport Systems (ESS) can
potentially be regarded as strategic informatiostays if their impact transforms the
goals, business processes, products and extelatibme of the company to produce
competitive advantage. In fact strategic infornratsystems can change the very nature

of the business.

In the recent past, the importance of the inforaratiystems and technology has changed
and the need to manage IS/IT strategically hassasmd. Many business organisations
small or large are looking at IS/IT and are conedrabout obtaining acceptable rate of
returns from the investments. They are concerneditaimeeting the current and future
business requirements and delivering business \altieeir customers. These concerns
require effective planning and management in thanghmg business environment.

Consequently, strategic information systems plagn{81SP) is a critical issue.
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2.6IS/IT - Business Alignment

For an organisation to achieve competitive advanibig important that the business use
IS/IT to support the main business processes aodnie dependent on IS/IT. It is also
important that there is IT participation in busisgdanning (BP) and vice-versa. Chan
and Huff (1993) say alignment of an IS plan andlbsiness plan is very important and
it leads to IS efficiency and value. A closer laikthe aims for adopting an IS/IT strategy
according to Ward and Peppard (2002), the Strategmrmation Systems Planning

(SISP) process is used for aligning I1S/IT with Ioesis to gain competitive advantage
from business opportunities created by using ISIiigevaldson (2004) claims that
alignment of IT with the company strategies is reasy, it requires the senior
management to take a different approach towardsntl devote certain amount of time,
understanding the usage of IS and IT in the busin#sis important for them to

understand that IT is not only important for theporate strategy, at times it is the
strategy. On the other side, Telesca (2001) sudbastto improve the IS/IT —business
alignment, it is important for IT to understand ligsiness industry. The author further
suggests, “Sometimes, creating an understandinthefbusiness means creating an

atmosphere that reflects the business focus.”

However, not all IT projects are implemented andahyni@ctors have been identified that
contribute to IT failures. One of the main failutbst have been highlighted is that the
failure to implement is due to the planning procass its practices (Hartono et al.,
2003). Another major problem that has been se&iS® is “failure to translate goals and
objectives into action plans” (Teo and Ang, 2001Hartono et al., 2003) and lack of
support for IT architecture and also the duratiorSISP have been viewed as factors
contributing to low rate of implementation. In thrds of Lutchen (2004), “The main
reason IT organisations and CIOs fail to delivdugao the business is their inability to

focus sufficient attention and resources on tha aréhe middle—théT Delivery Gap:
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Figure 1: IT Delivery Spectrum
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As mentioned above both IS/IT and business exessitbhould work closely to ensure
strategic IT alignment, which according to Reicll &@enbasant (1996) is a process. It is
unique to each organisation and uses both the @I barsiness knowledge to support
business objectives. Thus, it is important to bifihgnto the main business stream and let
IT function as an entity in the business. For thihiappen, the senior executives in the
companies must work together and define the busineseds and frame an IS/IT and
business strategy to support the business goalslgedtives. Thus, for an organisation
to achieve competitive advantage and improve basiperformance it is important to
align its IS/IT plan with the business plan, andITSsystems should be used in
accordance with the resources and the capabildfethe organisation in times of
environmental changes. SISP is a way to implemieoset IS/IT systems not only to
achieve competitive advantage but also for properctioning in the ever-changing
business environment. As Kearns and Lederer (2084¢ suggested that there is a need

to align the IT plans with the business plans tpriore the organisational performance.
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Powell (1993) suggests that the main aim of thermftion systems and the SISP is to
influence the organisation positively. Lederer é&mmela (1996) (citing King, 1988;
Venkatraman, Henderson and Oldach, 1993; Chan,)198%, “Indication of such
favourable effect is that the implemented projditterganisation’s objectives”. This fit
may be termed as an alignment. The next sectidmesithe systems that can be used for

satisfying the organisational requirements.

2.7 Organisational Applications

With the improvement of computer-based solutionsanyn organisations are
implementing IS/IT applications to improve the efincy and effectiveness of the
business operations. The implementation ranges ftoen use of small functional
information systems to large enterprise-wide systesuch as Enterprise Resource
Planning (ERP) and Customer Relationship Managerf&RM). ERP is “a process of
planning and managing all resources and theirrusieei entire enterprise. The software is
comprised of a set of applications that automatgime back-end operations, such as
financial, inventory management and scheduling’L@ry, 2000 as cited by Turban,
McLean and Wetherbe, 2004). Koch (2006) suggesit ERP has nothing to do with
resource and planning. The most important parnisrprise. “The software attempts to
integrate all departments and functions acrossngeay onto a single computer system
that can serve all those departments’ particulads®&(Koch, 2006). Turban, Mclean and
Wetherbe (2004) also imply that the “tefbmterprise Resource Planning misleading
because the software does not concentrate on e@ido@ning or resources”. As Stratman
and Roth (2002) say, the main objective of ERPoigintegrate all departments and
functions across a company” on a single computstesy to serve organisational needs.
The implementation of ERP allows organisations twknaround business processes and
thus, making the alignment of IT and business gowaise likely. Kansal (2006) argues
that, the implementation of ERP is “usually largemplex projects, involving large
groups of people and other”. Thus, ERP’s are sl@taor large organisations.
Organisations also use another type of IS thatshelsufficing the business objectives.
Customer Relationship Management is a “corporatdevapproach to understanding
customer behaviour, influencing it through continsiorelevant communication and
developing long-term relationships to enhance custoloyalty, acquisition, retention,
and profitability” (Sharp, 2003). CRM identifies stomers at the core of the business.
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Ward and Peppard (2002) conclude, “The main operakiprocesses of the business
such as customer order entry and fulfillment shdagdwell designed both in business
process and technical terms”. Transaction procgssystems (TPS) provide support to
the operational business processes. TPS “monitwlects, stores, processes and
disseminates information for all routine core besmtransactions” (Turban, McLean and
Wetherbe, 2004). The concept of supply and demasiocombined under a single name
as supply chain. As the purpose of supply chainessed, the concept of adding value

came into existence.

Nowadays organisations use Supply Chain Managei(®®M) to serve the business
direction. SCM is the “design, maintenance, andatpmn of supply chain processes for
satisfaction of end-user needs” (Ayers, 2002). S&iftware supports specific segments
of the supply chain. These segments include matwfag, inventory control,
scheduling and transportation. The main goal oflementing SCM software is to
minimise the risks in the supply chain and maxintisevalue in the supply chain.

There is extensive use of high potential systeneh s18 ERP, CRM and SCM. Most of
these systems are being used across the industiyadvdiys, customer satisfaction is
becoming the main goal for many organisations, G&M helps the organisations to
view customers as the core of the business and awyigp success depends on the
relationship with them (Brown, 2000 in Turban, Mabeand Wetherbe, 2004).
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2.8Research Gaps

There is a need for an effective approach to adoptif SIS that matches the current
position of organisations. There is very littleeasch reporting about the alignment of the
business and IT in Kenya to increase business peaface. There is a need for more
literature about Strategic Information Systems Rilag and the way organisations
integrate their IT/business strategies. Tan (1¥@lored the views of executives with
respect to business-IT alignment. Tan (1999) suggdeat for business-IT alignment to
succeed, relationship between the people is mopertant rather than the strategy. The
main purpose of this research is to focus on tregegjy and the type of systems used to
support the business’ long term objectives. Normad Scadden (2005) conducted the
study on a suitable strategic model for small aretlioon enterprises in New Zealand.
They developed an IT strategic plan for an eleatraontract company to explore the
application of theory in real-life. The study camdéd that the Small and Medium
Enterprise (SME) business operators do not recegsiicategic planning as relevant to
day-to day running of business activities. Vertldiresearch has been conducted for the
development of planning in SMEs. The NZ State enCommission (SSC) provides
the guidelines for managing and monitoring majorpibjects. The guidelines lay an
importance of alignment of major IT projects to tgevernment direction and not

providing an outline for the NZ business operaf@tate Service Commission, 2002).
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1Introduction

This section describes the methodology that wagtadofor the study. It highlights the
research design, population of study, samplingrtegles, data collection methods and

instruments and data presentation and analysis.

3.2Research Design

To ensure greater variety of the data collected,rdsearcher adopted a cross-sectional
survey method covering SMEs in selected locatioitkinvWestlands division. Selected
participants’ views (people involved in the pro@sof aligning IS with strategic
business plans) from the SMEs was the focus ofasteThe research design involved
collecting and analyzing data and then reportingcitordingly. The exploratory study
was done using a questionnaire to collect datantwar the research objective on the
subject of business value of strategic informatsystems within SMEs in Westlands
Division. The questionnaires were personally de&deto the selected respondents. The
survey method was selected owing to the fact thigrdnt SMEs adopt various kinds of
information systems depending on their strategieailves and plans, the nature of
product offered and level of competition within timelustry among other environmental
forces. This design therefore ensured a wide rariggata that was be very useful in

comprehensively answering the research questions.

3.3Population of the Study
According to Cooper and Schindler (2001), a poputatis the total collection of

elements about which we wish to make some infeenicethis study, the population
consisted of all SMEs in Westlands division of air However, the study covered only
selected SMEs within the area of study. The choic#/estlands Division was mainly
informed by its recent development into a major owrcial and economic hub outside
the Central Business District of Nairobi (CBD) athe high likelihood that most of the
businesses in the area have embraced ICT in thsinéss operations and processes.

The Baseline survey of 1999 results showed thaiethvere approximately 92,160 SMEs
in Nairobi in 1999 and a total of 1.3 million SMisthe entire country employing 2.4
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million people. Westlands division of Nairobi hachuman population of 290,517 in the
1999 national census. Using the projected groath of 4.8% per annum, the current
population of Westlands is approximately 429,965 opte {290,517 +
[(4.8%*290,517)10]}. According to CBS, ICEG and Rep (1999) MSE Baseline
survey results, the total number of enterprises €00 residents of the Kenyan
population is 43 SMEs. Hence, the population of SMEs in Westlands is
approximately 18,488 (429,964,000 x 43); assuming a steady growth rate.

3.4 Sampling and Sampling Techniques

A combination of cluster, stratified and random pang methods combined with
Snowball sampling was used in selecting the entapr According to Thietart, Xuereb,
Zarlowski, Royer, Perret, Milano, et al (2001), ster sampling makes repeated
selections at different levels with the first stagerresponding to the selection of
elements called primary units. In cluster samplthg,population is divided into mutually
exhaustive subsets. Pervez and Kjell (2002) argatusing all the sample elements in
all the selected clusters may be prohibitively ergdee or not necessary. Under these
circumstances, cluster sampling becomes usefuteddsof using all the elements
contained in the selected clusters, the reseamamelomly selects elements from each
cluster. Constructing the clusters is the firsggstaDeciding what elements within the
cluster to use is the second stage. The technguseed frequently when a complete list
of all members of the population does not existovmall sampling is defined as a
technique for finding research subjects. One stlyjees the researcher the name of
another subject, who in turn provides the nametbird, and so on (Vogt, 1999).

The targeted subjects were business managers awvdiers since they are the ones who
make strategic decisions in the SMEs or because ¢ae direct the researcher to the
relevant people. Getting the decision maker wasomapt in gaining a better
understanding of the issues. The other group oplpethhat were targeted comprised the
IT head and/or personnel sue to their knowledgihefrelatively technical aspects of the
study. In this study, administrative locations oé$tlands division (Highridge, Kangemi,
Kilimani, Kitisuru, Lavington, Parklands) were ctased to form the primary sampling
units (PSUs). Out of the six administrative looat, three (Parklands, Kangemi,

Lavington) were randomly selected to form approxehahalf of the population. The
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sample enterprises were randomly picked from withenthree locations after stratifying
the SMEs by type. The SMEs were stratified into Manturing, Trade/Retail, Services,
Bar/Hotel/Restaurant and Construction. In this gtutde sampling frame comprised of
selected SMEs in the Westlands division of Nairdiiiis area was selected due to its
recent development into a major commercial and @ton area outside the Central
Business District of Nairobi (CBD) and the highdiihood that most of the businesses in

the area have embraced ICT to support their busiogsrations, processes and strategies.

3.4.1 Sample Size

A sample is a finite part of a statistical popuwatwhose properties are studied to gain
information about the whole (Merriam, 2003). Thretet al, (2001) defines a sample as
the set of elements from which data is collect&dlhen determining sample size, the
degree of confidence associated with the estima¢elsito be taken into account (Pervez
and Kjell, 2002). A total of 105 businesses; 35hefaom the locations picked (Parklands,
Kangemi and Lavington) formed the sample. Tablel&bw shows the sample as per

each location.

Table 1: Sample Size

Location of Business Totals
Parklands 35
Kangemi 35
Lavington 35
Totals 105
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This sample size was derived from Macorr samplee sizalculator on

http://www.macorr.com/ss_calculator.ntmusing the estimated population discussed in

the population sub-chapter above. The calculasasiindicated here below:

Table 2: Sample size calculator

Sample Size Ca[mla‘tnr;L &l

Commands View Help MaCor?

Determine Sample Size

Confidence Level: m ?

Confidence Interval: (9.5 (%) 7

Population: 18.488 ?
Calculate | Clear |

Sample size: 106 ?

Find Confidence Interval

Confidence Level: iHE% -

Sample size: 105
Population: 18.488
Percentage: &0 (%) 7 1
Calculate 1 Clear 1
Confidence Interval: |9.5| {%%)
M&C@BB vavive. macorr.com |

Source Macorr sample size calculator on http://www.maccom/ss_calculator.htm

Sample Size Formula
Z2 > (p) * (1-p)

S8 =
CE
wiers:
Z = £ value {e.g. 1.9% for 5% confidence
fevel)
p = percentage picking a choice, expressed as
decimal

(.5 used for sample size needed)
c = confidence interval, expressed as decimal
(2.qg. .04 = £4)}
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3.5Data Collection Method

According to Creswell (1994), “the data collectiateps involve (a) setting the
boundaries for the study, (b) collecting informatithrough observations, interviews,
documents, and visual materials, and (c) establishthe protocol for recording

information.” The research investigated the busingalue of strategic information

systems (SIS) and the extent of alignment of IS bhodiness strategies in the 105
selected SMEs.

3.5.1 Data Collection Instruments

Data was collected through pre-designed questioemdilled in by the target group of
the top business and IT people within the sele@BtEs. The questions were closed
ended and specifically addressed the topic anabfextive of the study. The researcher
first developed a draft questionnaire and pre-testen three SMEs within the area of
study. The refined questionnaires were then filblydthe respondents at the business
premises of the selected SMEs and collected a & lhter as agreed.

3.5.2 Research Respondents

The targeted subjects were business managers amdfars of the SMEs since they
make strategic decisions for their businesses cause they could direct the researcher
to the relevant people within the business. Gettitggdecision maker was important in
gaining a better understanding of the core busirsssges. The other group of people that
were targeted comprised of the IT head and/or peedcsince they were in a much better
position to respond to the technical aspects ofsthdy. Getting the input from the IT
Head and/or personnel was very critical becausg #ne the ones who develop ICT

solutions that are intended to add business valtieet SMES.

3.5.3 Administration of Data Collection Instruments

The researcher used self administered questiosnaitech the respondents filled in
independently with little assistance from the reslear. These contained written down
closed ended questions to which the respondents veguired to fill in writing. The
specific reasons for choosing self-administeredstijoenaires was because the target
groups were expected to have reasonable educatrehfor them to read, interpret and
provide relevant answers to the questions. It iss the cheapest and easiest method of
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collecting large amounts of data. The questionsaivere delivered personally by the

researcher to the selected respondents.

3.6 Research Procedures

The questionnaires were prepared in advance asidtdéisted on a pilot sample of three
firms representing each of the locations. They vibem revised as accordingly before
being hand delivered to the respondents by thearelser. This enabled the researcher to
validate the instrument before the final data @iten. The questionnaires (together with
the letter of introduction) were addressed to thsirfess owner/manager or to the chief
executive officer. On delivery, the researcher edrevith the interviewee on the

appropriate date of collecting the filled questiames which was within a period of three

days. The researcher asked for the intervieweéephene number and communicated
with the interviewee the day before collecting filed questionnaire to confirm on the

appropriate time of collecting the questionnairbisTwas also to ensure the interviewee

does not push aside the questionnaire.

3.7 Data Analysis and Presentation

This involved the preparation of data collectedbiniseful, clear and understandable
information. The data collected from the field wasalysed and processed into
meaningful and relevant information. It was codedited and tabulated. It was also
accorded percentages to facilitate analysis. 8tatisPackage for Social Science (SPSS)
version 15 was used to analyse the primary datawha collected. Content analysis
technique was used to process secondary and dquwalittata for the study. Qualitative
was analysed by comparison to findings already knamd conclusions made depending
on how the findings related to the research questi&indings were then presented in
headings and raw data then transformed into infoaomaTo better the understanding of
the findings, the information was then presentdd percentages, pie charts and tables

with an analysis as discussed in chapter four.
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CHAPTER FOUR: DATA ANALYSIS, RESULTS AND DISCUSSION
OF FINDINGS

4.1. Introduction

This chapter presents a detailed analysis and shgmu of the data that was collected
from the respondents. The data was collected byftigeestionnaires which were filled
in by the business managers/owners and IT persafitieé selected SMEs in Westlands
Division. A total of 75 out of the targeted 105 pesdents successfully completed and
returned the questionnaires, representing a 71lefgonse rate. This demonstrates that
the respondents were largely cooperative to theareker hence contributing to the
success of the research process. This chaptevitediinto sub-headings that reflect the

objective of the study.

4.2.Demographic Information of Respondents

Adoption and use of strategic information systenys SMEs can be affected by
demographics. The demographic information of thepoadents covered in this study
was: age, level of education, position occupiedivithe organisation and the numbers

of years in the current position.

4.2.1. Age of Respondents

The age of the respondents ranged from 18-60 yEBaws table 4.1 it can be seen that
57.3% of the respondents were between 18-30 y2ars% of the respondents were aged
between 31-40 years, 12% of the respondents bedaingél-50 years age bracket, while
only 4% was in the 51-60 years age group. The dgieo respondents was mainly
concentrated between the ages of 18-40 years Wit & the respondents falling in this

bracket. Figure 4.1 below gives an overview of thge of the respondents.
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Figure 2: Age of Respondents
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Source Research data

Due to the personal effort and intensity of the kvtirat is involved in setting up and
operating a small or medium business, it may bamsd that age is a determinant for
entry or operation in this sector. From the respsmeceived, most of the employees in
this sector are of a youthful age and highly actad their adoption of IT/IS is assumed
to be easier as would have been the respondentsref advanced years of 50 and above.
Most of the respondents are of a youthful age aw lgrown during the development of
IT.

4.2.2. Highest Level of Education Attained

In terms of the highest level of education attajn@d@% of the respondents indicated

having completed secondary education; 21.3% haie\ath diploma education; 16% had

successfully completed advanced diploma course8%28ad undergraduate degrees and
21.3% were holders of postgraduate degrees. A sall percentage of 1.3% had gone
through vocational training and adult education peesively. The findings are

summarized in figure 4.2 shown below.
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Figure 3: Highest level of education attained
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From the responses on the age factor, a relatipngas drawn indicating that most of
those aged between 18-40 years had also completeshdary education, with all the
holders of undergraduate degrees falling in th@Q §ears age bracket. This implied that
for one to operate a small or medium business domeal education is very important

and that is why majority of the respondents hddast a secondary education.

Source Research data

4.2.3. Position in the Organisation

In terms of organizational hierarchy; 36% of thep@ndents were in the operational

level, 15 % in the knowledge level, 3% in the teatievel and 18% in the strategic level

of management as captured in figure 4.3 below.
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Figure 4: Hierarchical level
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Source Research data

From the above findings, most of the respondent® wéher from the operational level
or strategic level of the organizational hierarchifze respondents from the operational
level were mainly the IT personnel who are resgdador overseeing the organisations’
information systems. On the other hand, majorityh&f respondents from the strategic
level were either managers or owners who are resipienfor setting the organisations’

strategic direction.

4.2.4. Number of Years in Current Position

In relation to the amount of time the responderdd been in their current positions
within the organisations; it was found that 10.7%tle respondents had been in their
current position for less than 1 year; 62.7% betwk® years; 13.3 indicated 6-10 Years
and 13.1% had stayed in their current level forraM@ years. Table 4.4 and figure 4.4
gives a summary of the number of years the respusdead stayed in their current
positions in the organisations. About two thirdstloé respondents had worked in their
current positions for more than one. This gaverdsearcher sufficient confidence in the
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information given since the respondents had staydaeir jobs long enough to be able to
competently respond to the questions asked. Seeefiy4 for the summary.

Figure 5: Period in current position
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Source Research data

4.3. General Information on the Respondents’ Organisatias

The study sought general information about the riesses where the respondents
worked. Among the areas of interest were; numbegmployees, business ownership,
period of time within which the organisation hasibéan business, monthly turnover,
main products the business deals in and the geteréfits of using IT/IS in the

business.

4.3.1. Number of Employees

The number of employees within the targeted orgaioiss varied as follows; 48% of the
businesses had less than 10 employees, 25.3% bad 1i0-50 staff, 14% employed
between 50-100 people and only 12% had more th@neb@ployees. These statistics
largely conform to the common definitions of an SM¥ecording to the European Union
definition, the category of micro, small and mediaimed enterprises (SMES) is made up

of enterprises which employ fewer than 250 persbnthe UK, sections 382 and 465 of
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the Companies Act 2006 define an SME for the pwpolsaccounting requirements.
According to the Act, a small company is one thatt more than 50 employees and a
medium-sized company not more than 250 employ&ets longoing research program
that collects data on SMEs in Canada, Statisticea@a defines an SME as any business

establishment with 0 to 499 employees. See tallidbdlow for the break down of the

findings.
Table 3: Number of employees
Valid Cumulative
Frequency  Percent | Percent Percent
Valid less than 10 36 48.0 48.0 48.0
10-50 19 25.3 25.3 73.3
50-100 11 14.7 14.7 88.0
more than 100 9 12.0 12.0 100.0
Total 75 100.0 100.0

Source Research data

4.3.2. Business Ownership

38.7% of the businesses were Sole Proprietorsimgsaother 38.7% were partnerships.
14% were family owned businesses while a paltryw@re joint stock companies. These
findings underscore the various definitions givgrsbme scholars that consider SMEs as
largely part of the informal sector consisting afsinesses such as sole proprietorship,
partnerships, or family owned. Muuka (2002), incdissing the SME sector in Africa,
noted that the informal sector (largely made upSMEs) is huge due to the large
numbers of employees it absorbs as a consequennad#quate jobs and opportunities
in the formal sector. He points out that in manyidn countries; the informal sector is
estimated to employ from three to six times the bemof employees in the formal
sector. Daniels et. al, (1995), ascertained thatethvere 708,000 MSEs employing 1.2
million people and that this sector provided monepmyment than the formal sector
(1995). The table 4.6 here-under gives a summatfieobwnership as found out during

the research.
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Table 4: Type of business

Valid Cumulative
Frequency | Percent | Percent Percent

Valid Sole Proprietorship 29 38.7 39.2 39.2
Partnership 29 38.7 39.2 78.4
Joint Stock Company 5 6.7 6.8 85.1
Family Owned 11 14.7 14.9 100.0
Total 74 98.7 100.0

Missing System 1 1.3

Total 75 100.0

Source Research data

4.3.3. Duration of Operation

4% of the businesses visited had been in oper&iidess that 1 year; 14.7% had existed
for between 1-2 years; 33.3% had been in oper&bio8-5 years; 22.7% were 6-10 year
old and 25.3% had been in existence for more tiGayears. A large majority, 81.3% of
the organisations visited had been in operatiomfore than three years. This meant that
whatever information they gave was based on praatixperience particularly the secret
behind there success so far. For summary of thiniys, see table 4.7 shown below.

Table 5: Age of the business

Valid Cumulative

Frequency | Percent| Percent Percent
Valid Less than 1 Year 3 4.0 4.0 4.0
1-2 Years 11 14.7 14.7 18.7
3-5 Years 25 33.3 33.3 52.0
6-10 Years 17 22.7 22.7 74.7
More than 10 Year 19 25.3 25.3 100.0
Total 75 100.0 100.0

Source Research data

4.3.4. Business Turnover

The question on monthly turnover raised jitters agsb most of the respondents who
were concerned about its importance to the studyemheless after understanding that
the study was exclusively meant for academic u8e7% of the respondents gave their
monthly turnovers as follows: 16% indicated thagithmonthly turnover was less than
Kshs.50,000; 25.3% of the respondents gave themtimho turnover as between Kshs
50,000-100,000; 36% said their turnover ranged fKshs. 100,00-500,000 and 21.3%
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of the businesses visited had a monthly turnovenaife than Kshs. 500,000. The break

down of the monthly sales is as shown in tablenéi@-below.

Table 6: Monthly Turnover

Valid Cumulative
Frequency  Percent | Percent Percent

Valid Below Kshs.50000 12 16.0 16.2 16.2
Kshs.50000-100000 19 25.3 25.7 41.9
Kshs.100001-500000 27 36.0 36.5 78.4
Above Kshs. 5000000 16 21.3 21.6 100.0
Total 74 98.7 100.0

Missing System 1 1.3

Total 75 100.0

Source Research data

4.3.5. Products/Services

Majority of businesses visited were in the serviaed trade sectors and only a meager
1.3% were in the manufacturing business. This caufaly that it is much easier to start

and operate a service or trade business thartatsgart a manufacturing business. This
may be because starting a service or trade busiegeses much less capital outlay than
setting up a manufacturing plant. The other reasand be that since Kenya is largely a
service based economy, most SMEs will find it easte set up a service or trade

business. Formal education could also be playimglein which business one sets up
since most people will tend to start businessey theve adequate knowledge and
technical competence in. The table 4.9 below gaveammary of the products offered by

all the businesses visited.
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Table 7: Nature of business

Valid Cumulative

Frequency | Percent | Percent Percent
Valid Insurance 4 5.3 53 53
Education 11 14.7 14.7 20.0
Airline 1 1.3 1.3 21.3
6 7 9.3 9.3 30.7
Telecommunication 4 5.3 53 36.0
Transport 10 13.3 13.3 49.3
Retail 8 10.7 10.7 60.0
Legal 2 2.7 2.7 62.7
Manufacturing 1 1.3 1.3 64.0
Automobile 8 10.7 10.7 74.7
Auditing/Accountancy 9 12.0 12.0 86.7
ICT 3 4.0 4.0 90.7
Pharmaceuticals 4 5.3 5.3 96.0
Real Estate 3 4.0 4.0 100.0
Total 75 100.0 100.0

Source Research data

4.3.6. IT Expenditure

From the study, it was found out that the amounhweéstment that went into IT projects

depended on the size of the business. Sole progsigps and partnerships spent between
Kshs. 100,000 — 1,000,000 on their IT projects dlierpast five years while some joint
stock companies spent more than Kshs. 1 Milliorr ¢tive same period of time. However,

most family owned businesses had spent between. K€l55000 and 500,000 in five

years on IT projects. Sole proprietorships andneaships are usually relatively small

businesses with small capital base hence the fessstment in IT while joint stock

businesses will often have larger capital basengithem the muscle to invest more in
IT. Figure 4.5 below captures the expenditureToprbjects by the various categories of

businesses visited during the research.
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Figure 6: Expenses on IT Infrastructure
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Source Research data

4.3.7. General Benefits of IT/IS

56% of the respondents indicated that improved comaation and flow of information
within the business while 68% reckoned that impdoaecuracy, reliability and easier
access to information for decision making and pobkolving were the main benefits
they are enjoying as a result of using IT. Thisvehthat many SMEs are more interested
in having information systems that will facilitatemmunication within the business and
with their customers. They also need informatiosteys that will enable them easily
access timely, accurate and reliable informatioonrater to make effective decisions and
solve problems within the business. The rest of lfhebenefits were rated by the

respondents as shown in the bar charts below.
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Figure 7: General benefits of IS
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Source Research data
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Accuracy, Reliability and Easier access to informaon
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Source Research data

Employee productivity and business efficiency

Percentage of Respondents

100

80 A

60 1

40 A

20 A1

Employee Productivity and Business

No Yes

Employee Productivity and Business

Source Research data
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Improved customer satisfaction and loyalty
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Source Research data

4.4. Strategic Information Systems and SMEs

4.4.1. Strategic Objectives

On the question of the most important strategiedbjes of the business, what came out
clearly was that majority of the SMEs are in bussdor profit maximization and
customer satisfaction & loyalty. Majority of thespondents reckoned that they do not
have the financial might to undertake other expenbusiness strategies such as; barring
new entrants, new product development, growth apdrmesion and diversification. Their
main focus was therefore to concentrate on makirgfitpand ensuring that their
customers are happy by giving them excellent prtedaad customer care. The tables
below give a summary of the respondents’ viewshewvarious business objectives.
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Table 8: Strategic business objectives

Profit Maximization

Valid Cumulative
Frequency| Percent| Percent Percent
Valid No 28 37.3 37.3 37.3
Yes 47 62.7 62.7 100.0
Total 75 100.0 100.0
Source Research data
Share holder wealth
Valid Cumulative
Frequency | Percent| Percent Percent
Valid No 65 86.7 86.7 86.7
Yes 10 13.3 13.3 100.0
Total 75 100.0 100.0
Source Research data
Barring new entrants
Valid Cumulative
Frequency | Percent | Percent Percent
Valid No 71 94.7 94.7 94.7
Yes 4 5.3 5.3 100.0
Total 75 100.0 100.0
Source Research data
Achieving Competitive advantage
Valid Cumulative
Frequency| Percent| Percent Percent
Valid No 49 65.3 65.3 65.3
Yes 26 34.7 34.7 100.0
Total 75 100.0 100.0

Source Research data
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Develop new Products/Innovation

Valid Cumulative
Frequency| Percent| Percent Percent
Valid No 57 76.0 76.0 76.0
Yes 18 24.0 24.0 100.0
Total 75 100.0 100.0

Source Research data

Developing new business processes

Valid Cumulative
Frequency| Percent| Percent Percent
Valid No 62 82.7 82.7 82.7
Yes 13 17.3 17.3 100.0
Total 75 100.0 100.0

Source Research data

Customer Satisfaction and Loyalty

Valid Cumulative
Frequency| Percent| Percent Percent
Valid No 28 37.3 37.3 37.3
Yes 47 62.7 62.7 100.0
Total 75 100.0 100.0

Source Research data

Growth and Expansion

Valid Cumulative
Frequency | Percent | Percent Percent
Valid No 40 53.3 53.3 53.3
Yes 35 46.7 46.7 100.0
Total 75 100.0 100.0

Source Research data

Increasing Market Share

Valid Cumulative
Frequency| Percent| Percent Percent
Valid No 54 72.0 72.0 72.0
Yes 21 28.0 28.0 100.0
Total 75 100.0 100.0

Source Research data
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Diversification

Valid Cumulative
Frequency| Percent| Percent Percent
Valid No 58 77.3 77.3 77.3
Yes 17 22.7 22.7 100.0
Total 75 100.0 100.0

Source Research data

4.4.2. Business Strategies

Concerning what strategies they use to achieve ttagious business objectives, there
was a wide variety of responses from the resposdditis may imply that most SMEs
do not have any one common strategy for achie\neg pbjectives but use whichever is
suitable depending on the prevailing circumstance®wever, majority of the

respondents indicated that the most common stegtegsed in their businesses include;
cost focus, business process value addition an@neniy core competencies of the
business. These business strategies largely coetbtonthe business objectives given by
the respondents as the most important i.e. maxagiprofit and customer satisfaction
and loyalty. This is because with cost focus theyable to focus on a particular target
market and offer them the best prices to generate rgales. On the other hand, when
they add value to their business processes anduamn what they do better than other
businesses then they will be able to attract atadrrénore customers. The Tables below

capture the variety of responses on business gieate

Table 9: Business Strategies

Cost Leadership

Valid Cumulative
Frequency | Percent | Percent Percent
Valid No 57 76.0 76.0 76.0
Yes 18 24.0 24.0 100.0
Total 75 100.0 100.0

Source Research data
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Differentiation

Valid Cumulative
Frequency | Percent| Percent Percent
Valid No 57 76.0 76.0 76.0
Yes 18 24.0 24.0 100.0
Total 75 100.0 100.0
Source Research data
Focused Differentiation
Valid Cumulative
Frequency | Percent| Percent Percent
Valid No 60 80.0 80.0 80.0
Yes 15 20.0 20.0 100.0
Total 75 100.0 100.0
Source Research data
Cost Focus
Valid Cumulative
Frequency  Percent| Percent Percent
Valid No 51 68.0 68.0 68.0
Yes 24 32.0 32.0 100.0
Total 75 100.0 100.0
Source Research data
Supply Chain Management
Valid Cumulative
Frequency | Percent | Percent Percent
Valid No 56 74.7 74.7 74.7
Yes 19 25.3 25.3 100.0
Total 75 100.0 100.0
Source Research data
Business Processes Value Addition
Valid Cumulative
Frequency | Percent| Percent Percent
Valid No 46 61.3 61.3 61.3
Yes 29 38.7 38.7 100.0
Total 75 100.0 100.0

Source Research data
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Enhancing Core Competencies

Valid Cumulative
Frequency | Percent| Percent Percent
Valid No 42 56.0 56.0 56.0
Yes 33 44.0 44.0 100.0
Total 75 100.0 100.0
Source Research data
Information Partnership
Valid Cumulative
Frequency | Percent| Percent Percent
Valid No 58 77.3 77.3 77.3
Yes 17 22.7 22.7 100.0
Total 75 100.0 100.0
Source Research data
Restructuring/BPR
Valid Cumulative
Frequency | Percent | Percent Percent
Valid No 65 86.7 86.7 86.7
Yes 10 13.3 13.3 100.0
Total 75 100.0 100.0

Source Research data

4.4.3. Types of Information Systems

In relation to the type of Information Systems tBMES use to support their strategies,
47.7% of all the respondents indicated that theyehamployed business level
information systems which enable them carry ouirtass activities e.g. Payroll System
and Stock Control System. 27.3% of the firms visiise firm level strategic information
systems which are mainly meant for integratingdperations of different business units
and enhancing core competencies e.g. EnterpriseuResPlanning systems and Intranet
among others. Industry level information systemsreweised by 18.2% of the
organizations and a small number of only 6.8% raapted strategic transition IS. The
findings indicate that majority of the SMEs will@at information systems that will help
them do business better in order to make profit alsd satisfy their customers since

those are their main objectives as an organizafitve chart and table below gives a
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breakdown of the usage level of the various kindsyfmrmation systems in the SMEs
visited.

Figure 8: Strategic Information Systems in use
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Source Research data

4.4.4. Importance of Strategic Information Systems

On the subject matter of importance of strategforimation systems, 79% of all the
respondents concurred that strategic informatiostesys were very important to the
business. 14.4% agreed that they are importantoahyda combined total of 6.6% felt

they were less or not important at all. These figdishow the seriousness with which
majority of the SMEs regard the use of informatsystems to support their business
objectives and strategies. The findings also confire earlier conclusion that most of the
SMEs are operated by young people (18 — 40 yeaeg®f who have grown up during

the development of IT hence their high regard afgidT in business. The table below

summarizes the importance of SIS in SMEs as fourntdby the researcher.
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Table 10: Importance of Strategic Information Systens

Cumulative
Frequency | Percent Percent
Valid Not Important 1 1.3 1.3
Less Important 4 5.3 6.6
Important 11 14.4 21.0
Very Important 59 79.0 100.0
Total 75 100.0

Source Research data

4.4.5. Information Systems Investment Decisions

On the question of when the organizations consiagsting in strategic information

systems, 38% indicated that for them it is an omg@rocess throughout the year while
24% said that they do it annually after the prepamaof the budget. A further 21.3 %

reported that they invest in strategic IS only wiieere is a business opportunity. Only

14.7% said that they consider investing in IS tactdo external environmental forces

such as competitors’ moves. These findings explaan majority of SMEs (62%) have

made investing in information systems an integeat pf the business and they either do

it continuously throughout the year or factor ittiveir annual budgets. So they do not

have to wait for a business opportunity or somered pressures for them to invest in

IS. However, this may not mean that they cannosiciem adopting an IS to respond to

external opportunities and threats. A detailed many of the findings is as captured in

the table here-below.

Table 11: Investing in strategic 1S

Cumulative
Frequency Percent Percent

Continually throughout the year 29 38.6 38.6
After an Annual IT budget is prepared 18 24.0 62.6
when there is a business opportunity 16 21.3 84.9
Reaction to environmental forces e.g.

Competition 11 14.7 98.0
Other 1 1.3 100.0
Total 75 100.0

Source Research data
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4.4.6. Strategic IS Investment Decision Maker

61.4% of the respondents reported that the CEQtantead of IT in their organizations

were the key decision makers when it comes to tmgsn strategic information

systems. A further 21.3% indicated that in theigamizations only the business unit

leaders or their delegates make the decisionsingldab investing in Strategic IS.

However, a combined a total of 17.3% said that €1@’IT executives exclusively make

strategic IS investment decisions. The findings ewsglence that in many SMEs, the

CEOs and heads of IT have become collaborativenbssipartners to ensure that all IT

strategies are aligned to business goals. Thenfysdalso show that most SMEs no longer

just regard IT as provider of technology operatiand related services, but as a source of

differentiation in the marketplace. The table belpwes a summary of the findings.

Table 12: Strategic IS investment decision makers

Cumulative
Frequency| Percent Percent
CEO and/or CFO With IT Head 45 61.443 61.4
CIlO or group of dedicated IT/IS executives on 9.3 70.6
IT executives 8.0 78.7
Business Unit Leaders or Their delegates 16 21.3 100.0
Total 75 100.0

Source Research data

4.4.7. IT Head Involvement in Business Decisions

Concerning the matter of the head of IT participgtin business decision making

processes, majority of the respondents i.e. 44%rteg that their heads of IT sometimes

take part in business decisions while a significéd® indicated that their IT heads

frequently participate in business decisions. G8ty and 2.7% said that the participation

of their IT heads in business decision making e @ never respectively. Looking at

findings, it is evident that most heads of IT aegibning to have a keen interest in

business matters in order to be able to underdiasthess objectives and/or problems so

that they can facilitate development of suitablel I€olutions for the business. The

summary of the findings is as appears in tablevibelo
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Table 13: IT Head participation in business decisins
Cumulative
Frequency | Percent Percent
Valid Never 2 2.7 2.8
Rarely 6 8.0 11.3
Sometimes 33 44.0 57.7
Frequently 30 40.0 100.0
Total 75 100.0

Source Research data

4.4.8. Business Heads Involvement in IS Decisions

On the other hand, 54% of the respondents saidthikaCEO and/or business managers
within their organizations frequently participate discussions involving information
systems matters. 33.3% indicated that the busimessmgers sometimes participate in IS
decision making process while a combine total 82@were of the opinion that their
business managers rarely or never participate inmi&ters. These findings also
demonstrate an overwhelming interest of CEOs imé##ters. This is most likely because
the business managers of the SMEs desire to hge®a understanding of information

systems so that they can know what business v&8ueah add to the business. Here-

under is the table with the summary of the findings

Table 14: CEO participation in IS decisions

Cumulative
Frequency | Percent Percent
Valid Never 1 1.3 1.4
Rarely 5 6.7 8.3
Sometimes 25 33.3 43.0
Frequently 44 54.7 100.0
Total 75 100.0

Source Research data
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4.4.9. Knowledge of IT Head/Personnel in Business

On the issue of how knowledgeable the heads ofrITT gpersonnel were in business

matters, 36% of the respondents reported that tisenéss knowledge of IT people in

their organisations was satisfactory while 37.3% ¢he knowledge was good. 21%

however indicated that the business knowledge eflthmanager and personnel within
their organization was excellent. Only a combinethltof 5.5% felt that the business
knowledge of their IT people was either below agerar poor. The findings illustrate

that majority of the IT people have reasonable Kedge in business and this is good for
the business since they will be able to develop #0lUtions to support business goals
and strategies. It also shows that majority of €bple in SMEs are taking keen interest
in the business management so that they can knawtivy can do for the business with
their IT knowledge. The detailed findings are gsteeed in the table here-below.

Table 15: Knowledge of IT personnel in business

Cumulative
Frequency | Percent Percent

Valid Poor 1 1.3 1.4

Below Average 3 4.0 5.5

Satisfactory 27 36.0 42.5

Good 28 37.3 80.8

Excellent 16 21.4 100.0
Total 75 100.0

Source Research data

4.4.10.Knowledge of Business Head/Personnel in IT

On the other hand, 52% of the respondents saidtltleatT knowledge of the business
people in their organizations was good while 29iB8#icated that their knowledge was
satisfactory. Only 16.1% of the respondents weréhefopinion that the knowledge of
their business managers in IT matters was excelestall number of 2.6% though felt
that their business managers either had below geeva poor knowledge in IT. These
findings just like the findings on the knowledgel®fpeople in business show that a large
majority of business people within SMEs have reabsmknowledge in IT meaning that

they at least understand what IT is able to ddHerbusiness and this is very critical for
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the integration of IT with business in the orgatima The table below captures the

findings in summary.

Table 16: Knowledge of business people in IT

Cumulative
Frequency | Percent Percent

Valid Poor 1 1.3 1.3

Below Average 1 1.3 2.6

Satisfactory 22 29.3 31.9

Good 39 52.0 83.9

Excellent 12 16.1 100.0
Total 75 100.0

Source Research data

4.4.11.Alignment of IS and Business Strategy

Regarding the issue of aligning IT to business mlag 38.7% felt it was satisfactorily
done in their organizations while 36% were of tipgnoon that the alignment was good.
Only 14.3% indicated it was excellently done in trganizations while a combined
8.3% reported that the alignment was either belowrage or poorly done in the
businesses. With satisfactory and good ratingsiviece majority support from the
respondents, it gives proves that most SMEs haeg i strategies aligned with
business goals and this could be as a result t#bahtive business partnership that was
evident between the CEO/business managers and I¢head of IT within the
businesses. Also the great interest shown by tisenbss people in IT and IT people in
business could also be a major contributor to tibegration of IT/IS with business. The
table below shows these particular findings.

Table 17: Alignment of IS and Business strategy

Cumulative
Frequency | Percent Percent

Valid Poor 1 1.3 1.4

Below Average 5 6.7 8.3

Satisfactory 29 38.7 48.6

Good 27 36.0 86.1

Excellent 13 14.3 100.0
Total 75 100.0

Source Research data
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4.4.12 Involvement of IT people in Business Matters

On the issue of IT people taking part in businetwidies, 36% reported that it was good
in their organizations while 34.7% said it was Satitory in theirs. Only 21% agreed the
situation was excellent in their organizations wfaltotal of 8.2% were of the view that it
was either below average or poor. This level otip@ation of IT people in business is
very good for SMEs because it ensures that IT meaptjuire good understanding of the
business to help them develop appropriate IT smgtifor the business. It also ensures
that the solutions they come up with meet the $ipaneeds of the business. The findings

are as summarized in the table here-under.

Table 18: IT people involvement in business
Cumulative
Frequency | Percent Percent

Valid Poor 1 1.3 1.4

Below Average 5 6.7 8.2

Satisfactory 26 34.7 43.8

Good 27 36.0 80.8

Excellent 16 21.4 100.0
Total 75 100.0

Source Research data

4.4.13.Involvement of Business people in IT

On the other hand, 36% of the respondents recktmedthe participation level of the
business people in IT matters was good in theiam@aations. A further 26.7 % agreed it
was satisfactory and 23.9% reported that the paation level was excellent in their
places of work. 6.7% and 1.3% however felt theasitun was below average and poor
respectively within their organizations. This lewélparticipation of business people in
IT is equally very good for SMEs because it enstines business people acquire good
understanding of IT in order to know what IT sabus are suitable for the business. It
also ensures that the IT solutions developed byTigeople are in line with the overall

business goals. The table below gives the summary.
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Table 19: Business people involvement in IT

Cumulative
Frequency | Percent Percent

Valid Poor 5 6.7 6.7

Below Average 5 6.7 134

Satisfactory 20 26.7 40.1

Good 27 36.0 76.1

Excellent 18 23.9 100.0
Total 75 100.0

Source Research data

4.4.14 Strategic IS Investment Decision Criteria

From the findings, majority of SMEs use; compeétiadvantage, alignment with
business goals, management information for strateiginning, accuracy and reliability
of information, good return on investment, employeeductivity, business efficiency,

improving customer relations and easier accessfoomation as the various criteria used
when making IS investment decisions. These findingply that SMEs do not

necessarily use one criterion to decide on whattdSadopt but they consider a
combination of factors in order to reap maximumibess value from the investment.

The exact approval ratings for the various factoesas captured in the tables overleaf.

Table 20: IS investment decision criteria

Increased Competitive Advantage

Cumulative
Frequency | Percent Percent

Valid 1 10 13.3 13.3

2 3 4.0 17.3

3 6 8.0 25.3

4 6 8.0 33.3

5 50 67.7 100.0
Total 75 100.0

Source Research data

50



Aligned well with Business Goals

Cumulative
Frequency | Percent Percent

Valid 1 9 12.0 12.0

2 2 2.7 14.7

3 9 12.0 26.7

4 13 17.3 44.0

5 42 56.0 100.0
Total 75 100.0

Source Research data

Improved management information for strategic plannng

Cumulative
Frequency  Percent Percent
Valid 1 4 5.3 5.3
2 6 8.0 13.3
3 4 5.3 18.6
4 18 24.0 42.6
5 43 57.4 100.0
Total 75 100.0
Source Research data
Accuracy and Reliability of Information
Cumulative
Frequency | Percent Percent
Valid 1 7 9.3 9.3
2 2 2.7 12.0
3 6 8.0 20.0
4 44 58.7 78.7
5 46 21.3 100.0
Total 75 100.0
Source Research data
Good Return on Investment
Cumulative
Frequency | Percent Percent
Valid 1 9 12.0 12.0
2 4 53 17.3
3 9 12.0 29.3
4 3 4.0 33.3
5 50 66.7 100.0
Total 75 100.0

Source Research data
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Improved Customer Relations

Cumulative
Frequency | Percent Percent

Valid 1 10 13.3 13.3

2 6 8.0 21.1

3 4 5.3 26.6

4 10 13.3 39.0

5 45 60.0 100.0
Total 75 100.0

Source Research data

Improved Employee Productivity or Business Efficiery

Cumulative
Frequency | Percent Percent
Valid 1 8 10.7 10.7
2 5 6.7 17.4
3 7 9.3 26.7
4 13 17.3 44.0
5 42 56.0 100.0
Total 75 100.0
Source Research data
Easier Access to Information
Cumulative
Frequency | Percent Percent
Valid 1 10 13.3 13.3
2 2 2.7 16.0
4 13 17.3 33.3
5 50 67.7 100.0
Total 75 100.0

Source Research data

4.4.15.Past Strategic Benefits of IS Investment

65.4% of the businesses visited indicated they @mjdyed higher past benefits by
investing in information systems while 22.7% saw\t had realized average benefits
from their past IS investments. Only 5.3% had eegbynuch higher benefits and a
combined 6.6% reported that they had either redliaeer or much lower benefits from
their past IT/IS investments. These findings confthat majority of SMEs are actually

deriving business value from using strategic infation systems in the business.
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Table 21: Benefits of past IS investments

Cumulative
Frequency | Percent Percent

Valid Much Lower 1 1.3 1.3

lower 4 5.3 6.6

Average 17 22.7 29.3

Higher 49 65.4 94.7

Much Higher 4 5.3 100.0
Total 75 100.0

4.4.16.Challenges of Strategic IS Implementation

Source Research data

Many of the respondents talked to reckoned thafjequate senior management support,

inadequate communication and inadequate user iepwnt were the leading reasons

why most organizations fail in their quest to impent strategic information systems.

Surprisingly enough, lack of funds did not featume a major challenge to the

implementation of strategic information systemsisTéould be because majority of the

businesses do not consider money a hindrance tiementing IS provided the business

value of the intended information systems can loeirately determined and the costs and

benefits clearly explained. The table overleaf gigesummary of the findings on the

same.

Table 22: Challenges in implementing strategic 1S

Cumulative
Frequency Percent Percent

No Response 9 12.0 12.0
Inadequate/Lack of senior mgt suppd 13 18.7 30.7
Inadequate/Lack of communication 15 20.0 50.7
Inadequate/Lack of involvement in er o5 333 84.0
users

Inadequate/Lack of involvement of IQ 4.0 88.0
Inadequate/Lack of funds 6 8.0 96.0
Other 3 4.0 100.0
Total 75 100.0

Source Research data
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4.4.17.Corrective Actions when facing problems during Straegic 1S
Implementation
Regarding the corrective measures usually takertheir organizations in case of
problems during the implementation of strategioinfation systems, the responses were
as varied as indicated in the tables below. Whatecaut strongly from the respondents

was that they either rarely or sometimes considetettaking any of the corrective

measures that are usually available to them.

Table 23: Corrective actions in the face of challeges

Postpone the Investment

Cumulative
Frequency | Percent Percent
Valid Never 5 6.7 6.7
Rarely 40 53.3 60.0
Sometimes 21 28.0 88.0
Always 9 12.0 100.0
Total 75 100.0
Source Research data
Add more Resources
Cumulative
Frequency | Percent Percent
Valid Never 6 8.0 8.0
Rarely 41 54.7 62.7
Sometimes 18 24.0 86.7
Always 10 13.3 100.0
Total 75 100.0
Source Research data
Bring in External Consultants
Cumulative
Frequency | Percent Percent
Valid Never 5 6.7 6.7
Rarely 38 50.6 57.3
Sometimes 17 22.7 80.0
Always 15 20.0 100.0
Total 75 100.0

Source Research data
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Use Different Techniques

Cumulative
Frequency | Percent Percent
Valid Never 8 10.7 10.7
Rarely 15 20.0 30.7
Sometimes 42 56.0 86.7
Always 10 13.3 100.0
Total 75 100.0
Source Research data
Extend the Completion Date
Cumulative
Frequency | Percent Percent
Valid Never 5 6.7 6.7
Rarely 11 14.7 21.4
Sometimes 77 65.3 86.7
Always 10 13.3 100.0
Total 75 100.0

4.4.18. Expectations from Strategic IS Investments

Majority of the respondents for not very clear maschose not to say what their future
expectations are with regard to investments irtesgra IS. This could have probably been
because of the dynamic nature of the business @magnt, more so with regard to IT

technology. Thus making it quite difficult for theta predict what benefits they may
actually reap when they invest in IS. However, gniicant number hoped that

investment in IS will bring about efficiency of bness operations and growth of the
business. The table below gives a full breakdowrthef expectations as reported by

respondents’.

Source Research data
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Table 24: Expectations from strategic IS investmerst

Valid Cumulative
Frequency | Percent | Percent Percent

Valid No Response 44 58.7 58.7 58.7
Awareness 3 4.0 4.0 62.7
Better Services 1 1.3 1.3 64.0
Cheaper Resources 1 1.3 1.3 65.3
Create ERP System 2 2.7 2.7 68.0
Create IT Department 1 1.3 1.3 69.3
Efficiency 5 6.7 6.7 76.0
Growth 6 8.0 8.0 84.0
Investment 1 1.3 1.3 85.3
New processes 2 2.7 2.7 88.0
New Systems 2 2.7 2.7 90.7
Qualified Personnel 1 1.3 1.3 92.0
Quality Products 1 1.3 1.3 93.3
Smooth Running 1 1.3 1.3 94.7
Strategizing 1 1.3 1.3 96.0
Training 3 4.0 4.0 100.0
Total 75 100.0 100.0

Source Research data
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CHAPTER FIVE: SUMMARY, CONCLUSION AND
RECOMMENDATIONS

5.1 Introduction

The aim of this chapter is to provide a summaryctgsions and recommendations based
on set objectives, findings and opinions from thespondents along with
recommendations for further research. The studyg gsestionnaires as the main source
of the findings.The aim of the study was to investigate the businedue of strategic

information systems in SMEs within Westlands Diorsi

5.2. Summary of Findings

The summary of findings for this study are divideto demographics details of the
respondents, general information on the SMEs wdsited use of strategic information

systems in the businesses sampled.

5.2.1. Information on respondents and the SMEs

Majority of the respondents in the SMEs visited evaged between 18-40 years with a
greater number having completed secondary and gratkrate education. Many of the
businesses (78.4%) were either sole proprietorsbipgartnerships engaging in either
trade or service businesses. Most of the IT pemdommerviewed were from the

operational level whereas majority of the respotgl&nom the business side belonged to
the strategic level. A significant majority (62.7%f)the people interviewed had worked
in their present positions for between 1 and 5 giedhe educational level and the
positions occupied by the respondents in the orgdion ensured greater insights into the
subject of the study hence the high success rateegrocess. Close to half of the SMEs
had less than 10 employees and a monthly turnofdretween Kshs. 100,000 and
500,000. The level of IT expenditure in the SMEgddy depended on the size of the
organisation, Joint stock companies spent mostTomhiile sole proprietorships spent the
least on IT. Partnerships and family businessesaliathge spending on their IT projects.
The main benefits of IT/IS as reported by the resigots included improved

communication and flow of information within the dimiess and improved accuracy,
reliability and easier access to information focid®n making and problem solving.

Nevertheless, a significant number of respondeat®usly indicated that they also enjoy
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other benefits such as; Competitive Advantage, Bygd productivity and business
efficiency and Improved customer satisfaction anlty as a result of using IT/IS.

5.2.2. Business Objectives and Strategies

From the findings, the most common strategic objestof the SMEs were maximising
profit, ensuring customer satisfaction and custotogalty. Other business objectives
such as; barring new entrants, new product devedopmnew business process
development, growth & expansion and diversificatinay not have ranked very highly
among the SMEs probably because they are more sixpeto implement therefore out
of reach for most of them. SMEs do not enjoy lacgpital bases hence they can only
focus on their primary objectives, which is to sititheir customers and make profit. On
the other hand, there was no one particular styateg was overwhelmingly preferred by
the SMEs in their effort to achieve the main objas stated above. However, majority
of the businesses indicated that they mostly f@cusost, business process value addition
and enhancing their core competencies as the maategies of achieving their

objectives. Other strategies such as;

5.2.3. Types of Information Systems

The business value of strategic information systenSMEs within Westlands Division
formed the theme of this study; among the SIS thdysfocused on were the Business
level IS, Firm-Level Strategic IS, Industry-Levelr&egic IS and Strategic Transitions
IS. The business level strategic information systeamked as the most widely used by
the SMEs, with most of the business using themnteaece their business processes and
activities. These systems were mainly used to pog@ayroll, manage stock, manage
finances, and produce management information. Aifsignt majority of the respondents
also indicated that they use firm level strategifoimation systems which are mainly
geared towards integrating the operations of diffiebusiness units and enhancing core
competencies. To this end, most of the businegsdisated that they use enterprise
resource planning systems (ERPs). The internetalssused mainly to communicate
with the various business stakeholders and alsai@c@usiness information on issues
such as; markets, customer needs, record keepth@pwsiness training opportunities. A
large majority of the respondents were in agreentait strategic information systems

they had in place are either important or very ingrt to the business. This was an
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indication that they are deriving value from theembe the high regard. The findings also
show that most SMEs are generally taking ICT setioin their endeavor to thrive in the

competitive business environment.

5.2.4. Strategic Information Systems Investment

The researcher found out that in most SMEs, thesiecto invest in information
systems is either made continually throughout tkaryor during the annual budget
discussions. Only a few businesses indicated kgt IS investment decisions are either
based on a business opportunity or reaction tamaitenvironmental forces. In the same
organizations, the CEO and ICT Head are jointlyolmgd in making IS investment
decisions. This was further reinforced by mosthe# tespondents indicating that within
their businesses majority of the CEOs have takliezea interest in IT decisions while the
ICT heads have also developed a lot of interedbusiness discussions and decision
making processes. The researcher also found outhb&nowledge of the CEO in ICT
matters and the knowledge of the ICT head in bssineatters was either good or
satisfactory. This was very consistent with thaliiigs on the participation levels of the
CEO in ICT and ICT head in business matters. Adkthfindings point to the fact that the
CEO as the head of the business together withGhehkead as the leader of ICT within
the business have recognized the importance ofyus§ii to provide business value to
the organization. This therefore means that these lta work concertedly to ensure that
the business realizes full value from any ICT/ISyestment that the organization

undertakes.

From the research findings, there was no one owstg criterion that SMEs use to
decide on the strategic information systems to adé@vertheless, more than half of the
SMEs visited pointed out that; competitive advaataggood return on investment and
easier access to information were the main fadtwionsider to discussing the kind of
strategic information system to implement in thesibass. The findings also largely
indicated that SMEs would in most cases use atyaoiecriteria depending on certain
prevailing factors within the business environmeft.large majority (71%) of the

respondents reported that they had realized higheruch higher benefits from their past
investment in strategic information systems. Thiplied that among the benefits they

have enjoyed include competitive advantages, gadrm on investment and easier
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access to information among others. The researalser learnt that the adoption of
strategic information systems in many of the SMEAs been without challenges. The
most common challenges that the SMEs face duriegirtiplementation of SISs are;
inadequate senior management support, inadequatmgnication and inadequate user
involvement. On the question of what the they doase they faces challenges during the
implementation process, there was no common respihraaigh majority indicated that
they would sometimes use different techniquesxtersl the completion time. Others
reported that they would in rare circumstances goyst the investment, add more

resources or bring in external consultants.

5.2.5. IS and Business Alignment
In 74.7% of the SME visited, the respondents pdirdat that the relationship between

the business and ICT side was either good or aatwsfy. They concurred that their main
motivation to investing in information systems s énable them achieve their core
business objectives. This confirms the fact thajonitst of the businesses are depending
on IS to implement their business objectives. Témearcher further found out that in
many of the SMEs, majority of the business empleylegd above satisfactory level of
knowledge in ICT hence making it possible for thtarmeffectively participate in ICT
decision making processes. Likewise, ICT persomael above average knowledge in
business enabling them to actively get involveduisiness discussions. These findings
proved that it is very important for the ICT peofpteget interested in what is happening
in business and business people also to get iteereswhat ICT is all about in order for
the alignment to be realized. The researcher fautdhat the businesses that had a better
alignment of ICT with business enjoyed more bergdiarticularly with regard to their

business objectives and strategies.
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5.3.Conclusion

The SME sector has become an important part oKémeyan economy and cannot be
ignored. The government together with other stakkdie must do everything in their
capacity to ensure that this sector is not onlyveig as informal, but is given the capacity
like the formal business community to develop. BME sector has come up as a major
employer in the country due to the inability of tfi@mal industry to absorb all
professionals. The study of the SMEs revealed amfirmmed some of the issues with
regard to the use of strategic information systermsa business value addition and
competitive tool. All the businesses visited hawwene basic ICT tools and the
respondents interviewed agreed that technology splay important part in their
businesses. They also acknowledge that knowledgetdlT/IS affects the ICT/IS
decision-making within the business. This study aia® revealed the weakness within
some SMEs of a lack of strategic direction withamregto IS. For them IS is often
implemented for survival or compliance purposes aotl strategically, which could
result in a competitive advantage for the busin€&ks. study found out that in order for
SMEs to enjoy full business value from IS; the gapveen business and ICT people has
to be narrowed. The business people must understatidyet involved in ICT so that
they can know what ICT can do for the businessth@rother hand ICT people also must
understand and get involved in business in ordeknow what they can do for the
business with their ICT knowledge and Skills. Teseaarcher therefore believes that
knowledgeable and skilled ICT employees are vepairtant in the knowledge economy
for successful adoption and implementation of lices they will be able to develop
relevant ICT applications, support and maintainesys that are essential to the business.

When implemented haphazardly IS might not add argmess value and probably will
not lead to any competitive advantage for the kmssnbut when it is implemented as part
of the business strategy to support the businessepses it will probably lead to a
competitive advantage. Thus the manner in which SMBopt and implement IS is

important as this will determine whether they wglin competitive advantage or not.
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SMEs play an important role in the global econonfmgy contribute to the GDP and
reduction of unemployment, especially in developic@untries. Many governments
around the world are pushing for SMEs to adoptni®nder for them to survive in the
knowledge economy. The Kenyan Government is nomime The need for SMEs to
adopt IS is driven by governments, globalisatiomoivation, flexibility and competitive

advantage.

The adoption of IS should take into considerativat SMEs are different and thus have
different needs for IS. It is important for an SMEadopt IS solutions that are specific to
its needs. A number of challenges make it diffi¢dalt SMEs to adopt IS, such as a lack
of knowledge about the strategic use of IS, inadegsenior management support,
inadequate communication and inadequate user ianunt.

Most of the respondents agreed that IS is imporaaat that it has an impact on their
business in one way or the other. The biggestdraimicompetitive implementation of IS

in their businesses is a lack of adequate integradf ICT and business. This leads to
poor decision-making regarding IS, a lack of tiansthe value and security of IS, failure
to take advantage of the benefits that even theplsinechnologies could give the

business, and failure to utilise no-cost/low-cosftvgare options. This research has
shown that the key reason for SMEs’ failure to iempént IS to their competitive

advantage is the lack of ICT knowledge by the bessmpeople, which leads to the failure

to include IS as a strategic and operational tooblisiness.

5.4.Recommendations to facilitate business value additn through adoption of

strategic information systems by SMEs

The main area of this study was strategic inforamagystems and SMEs in Westlands;

from the findings, it is clear that there are artbad should be focused on to facilitate the

use of SIS among SMEs. The researcher therefoigestgythe following ways in which

SMEs can use IS to become competitive:

I. Set up an IS Strategy for the BusinessThis means a strategy of how
technology will be used to help the business a&hies objectives and optimise

its business processes. This would include choosinegtype of technology,
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infrastructure and architecture that will best agki business goals and maximise

benefits.

il. Align the Business Strategy with the IS Strategy This means that the IS

strategy should support the business strategyhd8l@ not run the business.

iii. Identify IS roles needed to make the adoption pros successful

These roles are, for example, the driver of IS nt@éntainer, or the administrator.
SMEs should hire knowledgeable staff or consulthw®T professionals. The
research has therefore indicated the need for Sliiaplement SIS in order to
be competitive. SIS adds business value and wilh m®mpetitive tool when it
forms part of the business strategy and when theessary ICT skills and
knowledge are within the SME. All SMEs in Kenya dde seriouslyconsider

implementing more SIS, in order to remain compeditin today’s fast moving

global knowledge economy.

SMEs should start considering the adoption of wexioew technologies, making sure
that such technologies are aligned with their bessnobjectives. SMEs need to explore
emerging technologies such as ERPs, E-commerc&dnainess. All this needs to be
done at a strategic level, meaning that SMEs shenddloy the right people to assist in
these studies and the implementation thereof. Tusnbss managers/owners need to
become aware of and understand the benefits andldhef IS within the SME. IS then
needs to be prioritised as a functional area. @imsdas done the SME should build an IS
culture within the business, by making the businasgess more reliant on technology
and less on manual processes, and by continugtipprxg all the various and newest

technological options with their possible benetfitshe SME.

Constant communication with staff about what is deapng is important to make all
employees comfortable with it. The SME should dlseest in training its staff about
technology and encourage employees to use technoldge SME should thus develop
different IS roles and name them in such a way évaryone can relate to them with
ease. The aim is to make technology easy and uaddeble so that everyone feels
comfortable with it and applies it effectively. Kntedge is the answer to decision
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making, therefore the CEO/business managers neeel égquipped with IS knowledge or
surrounded by knowledgeable ICT people. The SMEIsi¢e establish IS as a function,
with ICT represented at the strategic level withuninto decisions affecting the future
direction of the business. The SME should have dicdéed person or group with the
main aim of driving and looking after the technglogeeds of the SME, with the relevant
powers to be able to execute such decisions.

5.5 Recommendations for Further Research

The researcher recommends a closer look at spestifitegic information systems and
the kind of business value they would add to SMHE® researcher also believes that it
will be very important to study specific focus ase# business and ICT alignment that

will bring more business value to SMEs.
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APPENDICES

APPENDIX I: INTRODUCTION LETTER
TO: WHOM IT MAY CONCERN

Dear Sir/Madam,

RE: RESEARCH INFORMATION FOR MY MBA PROJECT

| am a postgraduate student undertaking a MastBusihess Administration in Strategic
Management degree at the School of Business, Wiiyeof Nairobi. As a partial
fulfillment of the requirements for the award oetiMBA degree, | am conducting a
survey on “Business value of Strategic Information Systems ofSMEs within
Nairobi”. You are one of # carefully selected responder@sad | would like to kindly
request for information regarding the Strategiminfation Systems (IS) used in your

organisation.

The information you provide in this study will nbe used for any other purpose apart
from its intended academic use. | hereby undertaiteto make any reference to your

name in any presentation or report resulting frbim study.

| am aware that filling the questionnaire is tim@suming, but | will greatly appreciate
your valuable time and support in this importanttera Any additional information in
form of suggestions and comments that you may rie®y add value to my research
findings particularly regarding this area of stwdil be highly appreciated.

Thank you in advance.

Yours Faithfully,

Kevin Ogutu



APPENDIX II: QUESTIONNAIRE

SURVEY ON THE STRATEGIC VALUE OF INFORMATION SYSTEM S
AMONG SMEs IN KENYA

General Instructions

Strategic information systems can be at any Ielleéy are systems that fundamentally
change the organisation itself. So viewed from pesspective, each of the six types of
systems; Transaction Processing Systems (TPS), kdge Work Systems (KWS),
Office Automation Systems (OAS), Management Infaiora Systems (MIS), Decision
Support Systems (DSS) and Executive Support Syst@®S) can potentially be
regarded as strategic information systems if thepact transforms the goals, business
processes, products and external relations of trapany to produce competitive
advantage. In fact strategic information systems change the very nature of the
business.

Please answer all questions to the best of youityabrhere is no right or wrong
answers. What matters is your personal opinion. The survey should take
approximately 15 minutes. Thank you for taking tinge to complete this questionnaire.

Your response will be completely anonymous



SECTION A: PERSONAL INFORMATION

1. Age of respondent
1.18-30 Years
ii.31-40Years
iii.41-50 Years
iv.51-60 Years
v.Above 60 Years

2. Highest level of formal education attained

I.  Primary Education

ii.  Secondary School Education

iii.  Diploma

iv.  Higher/Advanced Diploma

v. Undergraduate

vi. Postgraduate

vii.  Vocational Training

Viii. Adult education

3. What hierarchical level do you currently occupy witin the Organisation?

a. Operational b. Knowledge c. Tactical

d. Strategic

4. For how long have you been in your current positionn the organisation?

a) Less than 1 Year b) 1-5 Years

c) 6-10 Years d) More than10 Years




SECTION B: ORGANISATION PROFILE

. How many employees do you have in the organisation?

a. Less than10 b. 10-50 ¢.50 -100
d. More than100

. In what category of business ownership does your ganisation belong to?

a. Sole Proprietorship b. Partnership

c. Joint Stock Company d. Family owned

. For how long has your organisation been in operatia?

a.Less than 1 year b. 1-2 years c.3-5 years

d. 6-10 years e.More than 10 years

. What is the approximate rmonthly turnover for your organisaton?

a) Below Kshs. 50,000

b) Kshs. 50,000-100,000

¢) Kshs. 100,001-500,00(

d) Above Kshs. 5,000,00(




9. What products/services do you offer?

a)
b)
c)
d)
e)
f)
9)
h)
)
)
k)
1)

m) Auditing/Accountancy

n)
0)
p)
Q)
Y
s)

10. Approximately how much has the organisation spentrm IT/IS infrastructure

Insurance

Banking

Education

Airline

Health

Telecommunications

Agricultural

Transport

Retail

Legal

Manufacturing

Automobile

ICT

Pharmaceuticals

Hotels and Restaurants

Tourism

Real Estate

Other (please specCify)..........cvceviiiiiennnnn.

over the last 5 years?

a. Less than 100,000/=
¢.500, 000 -1,000,000 /=
11.What benefits have you enjoyed from the IT/IS expediture above?

a)
b)
c)

d)
e)

f)

Increased competitive advantage

Improved communication and information flow wittihre business.

b. 100,000 — 500,000/=

d. More thardo@,000/=

[
[

Improved accuracy, reliability and easier accesaftrmation for decision []

making and problem solving.

Improved employee productivity and business efficie

Improved customer satisfaction and loyalty

Others (SPECITY) .. v e e e e e e e e e e e aens

[
[
[



SECTION C: STRATEGIC INFORMATION SYSTEMS AND THE BU SINESS

12.What are your key strategic objectives as a busing® (You can tick more than
one).

a) Maximizing profits

b) Maximizing shareholder wealth

c) Barring new entrants

d) Achieving competitive advantage

e) Developing new superior products/innovation

f) Developing new business processes

g) Customer satisfaction and loyalty

h) Growth and expansion

i) Increasing market share

j) Diversification

K) Other (SPECITY) ...t e e e e e e e

13.What strategies have you adopted to achieve the alm objectives? (You can
tick more than one).

Cost leadership

Differentiation

Focused differentiation

Cost focus

supply chain management

-~ ® a0 T p

Business processes value addition

Enhancing core competencies

= «Q

Information partnerships

Restructuring/BPR
J- Other (SPECITY) ... it e e e

Vi



14.What kinds of Information Systems do you have in @ce to support the above
strategies? Gtate the Type/name for each, if any)

a) Business level IS (e.@usiness processes value addition, creating new

products, product differentiation

NP2 T L Y/ 0 L=

b) Firm-Level Strategic 1Sg.g.integrating the operations of different busines

units, enhancing core competencies)

NP2 T L Y/ 0 1=

c) Industry-Level Strategic 1S(g. partnerships with other businesses in theg

same industry)

NP2 T gL Y/ 0 1=

d) Strategic Transitions IS (e.Business process re-engineering, Organisati

redesign

NP2 UL 1Y/ 0 L=

15.0n a scale of 1-vhere 1 is not important and 5 very important; tick the level of
importance of the above listed Strategic Informatia Systems to your business.

Very Important| Less Not
Important Important| important
4 3 2 1

Vii




16.When does your organisation consider investing in tategic IS? (Please
provide one answer only)

a) Continually throughout the year

b) After an annual IT budget is prepared

c) When there is a business opportunity

d) Reaction to environmental forces e.g. Competition

e) Other (Please SpPecCify).......ccouvviiiiiiiiiii e,

17.Who is the primary Strategic IS investment decisionmaker within your
Organisation? (Pleasetick one box only)

a) CEO and/or CFO with IT Head [l
b) CIO or group of dedicated IT/IS executives onIyD
c) IT executives

d) Business unit leaders or their delegates D
e) Other (please specify)........ccccvvvviiiiiininnnns

18.How often does the IT head participate in businesplanning within your
organisation?

Frequently = Sometimes  Rarely Never
4 3 2 1
[l ] ] ]

19.How often does the CEO/Business Managers participatin IS/IT decision
making processes?

Frequently = Sometimes  Rarely Never
4 3 2 1
[l ] ] ]

20.What is the level of business knowledge of IT Manag/personnel within your
organisation?

Excellent Good Satisfactory Below Average Poor
5 4 3 2 1
[] L] [] ] L]

viii



21.What is the level of IT knowledge of business manags/people within your
organisation?

Excellent Good Satisfactory Below Average Poor
5 4 3 2 1
[l ] [l ] ]

22.In your opinion, how would you rate the alignment & the IS strategy to
Business strategy in your Organisation?

Excellent Good Satisfactory Below Average Poor
5 4 3 2 1
L] [] L] ] []

23.1In your opinion, how would you rate the involvementof IT people in business
decisions within you organisation?

Excellent Good Satisfactory Below Average Poor
5 4 3 2 1
L] ] L] ] ]

24.1n your opinion, how would you rate the involvementof business people in IT
decisions within you organisation?

Excellent Good Satisfactory Below Average Poor
5 4 3 2 1
[] L] [] ] L]

25.What would be your rating on a five point scalevhere 1 is not important and 5
very important to each of the following decision criteria for inesting in
strategic IS in terms of its overall importance toyour organisation?

a) Increased competitive advantage

b) Aligned well with business goals

c) Improved management information for strategic piagn
d) Improved accuracy and reliability of information

e) Good return on investment

f) Improved employee productivity or business efficien

g) Improved customer relations

OO0 0O o0o00go o

h) Easier access to information

i) Otherspecify.........cccoeeviiiiiiinnn.



26.Have past Strategic IS investments in your organigen returned higher or
lower strategic benefits (business value) than othenon-IT investments?
(Please tick one box only)

Much higher Higher Average Lower Much lower
5 4 3 2 1
L] [] L] L] []

27.1n your opinion, what are challenges that may hindeeffective implementation
of Strategic IS in your Organisation?

a) Inadequate/Lack of senior management support ]

b) Inadequate/Lack of communication among the varstakeholders []

c) Inadequate/Lack of involvement of end users indénelopment or
acquisition of the systems L]

d) Inadequate/Lack of involvement of ICT personel ursinbess matters[]

e) Inadequate/Lack of funds H
f)  Other (SPECITY). ...t e

28.What corrective action does your organisation perfon when identifying
major problems during Strategic IS investment deci®n making?

Always Sometimes Rarely Never

4 3 2 1

Postponethe investment

and re-evaluate its feasibility [ [ [ [
Add more resources O - - -
Bring in external consultants ] [] L] L]
Use different techniquefor ] O] ] O]
decision making

Extend the completion date ] ] ] ]



29.ldentify the factors you believe are the most likgl to inhibit implementation of
Strategic Information Systems in your organisationby pointing on a 5-point
scale (Please tick the most appropriate box for eachhaf boxes: 5 is the very
likely inhibiting factor while 1 is the least inliiing factor)
5 4 3 2 1
Difficulty in identifying relevant benefits H ] ] ]
and costs with current evaluation methods

Difficulty in quantifying relevant benefits
and costs with current evaluation methodlg|

Unfamiliarity with strategic IS n o O [ L]
investment techniques

A general lack of suitable strategic IS [] ] ] ] ]
decision making technique or methodology

A general difficulty in selecting the O [ L [ L
appropriate Strategic IS decision
making technique

Lack of time [l ] O [ O

Lack of qualified or professio.nal O ] [] ] []
personnel to conduct strategic IS
decision making

Lack of funds to finance the strategic O O

decision making process

30.What are your Current and future expectations from Strategic | S investments in
your organisation?

Thank you again for your support and participation

Xi



