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ABSTRACT

Organizations may align IT to business strateggsto realize business objectives such
as improved efficiency/turn-around time and maxinmaturn on investment. However, due the
rapid changes in business environment and techyotdgectives may not be met. Due to the
fact that it may be difficult to foresee such dgrans while setting business and IT strategies
the study sought to investigate on the challendgest@lignment to business strategy. The study
used descriptive survey; it was deemed the besegly to fulfill the objectives of this study. The
population of the study consisted of all the 45 pwercial banks that are dully registered with
Central Bank of Kenya by 2010. Out of these 32 cammgs successfully responded.
Questionnaires were used to collect the primarg;datvas administered mostly to the managers
in charge of IT-business alignment. The study t@d)éT or strategy development managers of
the commercial banks under study since they wechange of IT and strategy formulation in the
companies. Data collected was analyzed by des@i@mnalysis. Data analysis used the
Statistical Package for Social Sciences (SPSSyamdtwhile the tables were used to summarize
responses for further analysis and facilitate campa. This generated quantitative reports

through tabulations, percentages, and measurentbtéendency.

The study revealed that competitive advantage angraved performance were
important benefits of information technology in itherganization. It was found out that IT
department was perceived by the management astgbcoor to the alignment of IT to business
objectives. Adoption of improved information techogy (IT) had benefits to the organization.
This benefits include gaining competitive advantagleove the competitors, improved
performance, faster decision making, growth in neseand innovation and creativity. It would
also enable the commercial banks to meet futurdsias well as help address customer needs
collected via research and development in theiamigation in their agenda to achieve alignment
of IT to business objectives. By way recommendatitwere is need for the IT leadership to
understand the business strategy, establish oragamal objectives, determine the IT model that
best fit their organization and further assessalignment process. The top level management
teams must remain involved in communicating, ilasihg, and reinforcing the value and results
of IT/business alignment. There is also need foralidit engagement so as to accelerate or

prioritize quantifiable IT organizational alignmeand IT improvement process.
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CHAPTER ONE: INTRODUCTION

1.1 Background

The term "IT" encompasses the methods and techsigged in information handling and
retrieval by automatic means. The means includepcoens, telecommunications and office
systems or any combination of these elements. Ilised to refer to an entire industry. In
actuality, information technology is the use of gaiers and software to manage information.
While alignment is the concept of integration iketia one step further, i.e. IT is integrated with
the organization’s fundamental strategies and congpetencies also alignment is the capacity to
demonstrate a positive relationship between infdionaechnologies and the accepted financial

measures of performance.

A strategy is a long term plan of action desigteedchieve a particular goal, most often
"winning" (Thompson, 2005). According to Pearce d&wbinson (1997), strategy is a large
scale, future-oriented plans for interacting whk tompetitive environment to achieve company
objectives. Porter (1996), defined strategy asdteation of a unique and valuable position,
involving a different set of activities, i.e. difnt rivals’. Porter continues to say that strategy
making trade-offs, in competing. The essence @ltesly is choosing what not to do. Without
trade-offs, there would be no need for choice dhds, no need for strategy. Any good idea

could and would be quickly imitated.

Organizations may align IT to business strategypritter to realize business objectives
such as improved efficiency/turn-around time (TAdnd maximum return on investment.
However, due to rapid changes in business envirahared technology, the objectives may not
be met. While setting business and IT strategtemaly be difficult to foresee such disruptions
some of which might not have been addressed orceeghéy experts over years. Considering the
stated rapid organizational and technological changhere may be perception that it is
unrealistic to align IT to business strategy. Tleiad to perception of not including IT when

putting up overall strategic plan (Brynjolfsson909.



Business people who appreciate and multi-skilleatesgists with adequate skills in both
IT and business. This might streamline strategisfimirom aligning IT to business strategy.
Paradigm shift in how the alignment of IT to busimestrategy has been done over years
(Orlikowski, 1996). According to Arveson, (1998)sgstem comprises of hardware, software,
people, procedures and data, integrated with thectibe of collecting, storing, processing,
transmitting and displaying information”. Informai systems are implemented within an
organization for the purpose of improving the etifeness and efficiency of that organization.
Capabilities of the information system and chanasties of the organization, its work systems,
its people, and its development and implementatiethodologies together determine the extent

to which that purpose is achieved.

In information technology and on the Internet, astructure is the physical hardware
used to interconnect computers and users. Infidstel includes the transmission media,
including telephone lines, cable television linmsd satellites and antennas, and also the routers,
aggregators, repeaters, and other devices thatotdrinsmission paths. Infrastructure also
includes the software used (Ciborra and Lanzar&0X9According to Henderson and
Venkatraman (1993), integration between busines iaformation systems (IS) planning,
rational-adaptation in IS planning, IT managergdaurces, and IT implementation success are
all factors likely to influence alignment. Theirlagve importance, however, is very much
dependent on the organizational context, the tinahghe study, and on whose perspective is

being sought.

1.1.1 IT Management Framework

Control Objectives for Information and related Teclogy (COBIT) is a set of best
practices (framework) for information technology )Imanagement created by the Information
Systems Audit and Control Association (ISACA), ahe IT Governance Institute (ITGI) in
1996. COBIT provides managers, auditors, and ITrsusdth a set of generally accepted
measures, indicators, processes and best pradticassist them in maximizing the benefits

derived through the use of information technologyl @eveloping appropriate IT governance



and control in a company. Ciborra (2000) argues dtrategic control is unobtainable due to the
complexities and multiple influences pulling thegamization in different directions. Also,

according to Ciborra (2000) aligned infrastructisra rare occurrence that provides no clear-cut
explanations, which are difficult to manage withpagaches that are suited to mechanical
organisations. Until recently, the depth of analysto the interactions between IT and business

units has received limited consideration in litarat(Gordon & Gordon 2000).

Orlikowski (1992) develops a structurational modet describing relationships and
interactions between technologies and organizatiomgchnologies have impact on
organizations, their behavior and structure. Imtarganizations and humans influence the use,
the meaning, and further advances of technologieace, technologies are just one relevant part
in a complex social system (Orlikowski, 1992). e tate 1980s, the deficiency in measuring IT
using purely financial measures was addressed geRaBenson, and Trainor (1988) in their
book on information economics. The goals of an &labced scorecard include the alignment of
IT plans with business objectives, the establishn@hmeasures of IT effectiveness, the
directing of employee efforts toward IT objectivds improved performance of technology, and
the achievement of balanced results across stakahgtoups. ClOs, CTOs, and other technical
managers can achieve these goals by considerintipfauberspectives, long- and short-term
objectives, and how the IT scorecard is linkedtteenscorecards throughout their organizations
(Ciborra, 2000).

Over the past decade, many CIOs have realizedttisahot sufficient to manage merely
the IT end of the business. The integration of tfategy to business strategy must be managed
as well. The tool chosen for this task is the betainscorecard. The Working Council for Chief
Information Officers (2003) did an extensive revieWwlT scorecards and found that the most
advanced scorecards shared the following six stralctttributes: Simplicity of presentation.
The very best scorecards are limited to a singlgepaf from 10 to 20 metrics written in
nontechnical language. Explicit links to IT stratethe scorecard should be tightly coupled to
the IT strategic planning process and assist ioking progress against IT's key goals and
objectives. Broad executive commitment; both seiifoas well as senior business managers

should be involved in the scorecard process bo#fation and ongoing. Enterprise-standard



metrics definitions; Consensus should be quickljieed on metrics definitions. The review
meeting should focus on decisions rather than debatr metrics. Drill-down capability and
available context; the high-level IT scorecard sdtioallow for detailed review of trends or
variance by providing more granularities on companelements. Individual manager

compensation; should be linked to scorecard pedooa.

Due to its dynamism, it becomes increasingly difi¢o align IT to business strategy. In
some cases, IT may not be involved in designingallvbusiness strategy. Business units might
not be aware or may ignore IT dynamism and othegredictable factors such as human
behavior of management/clients and events thatneéfequent adaptations/re-inventions of the
initial system. For an organization to remain cotitpe there is need for constant reordering of

people and resources during organizational chaag€sctated by situation Ciborra (2000).

1.1.2 Commercial Banks in Kenya

The Companies Act, the Banking Act, the Central lBah Kenya Act and the various
prudential guidelines issued by the Central BanKefiya (CBK), govern the Banking industry
in Kenya. The banking sector was liberalised in5l88d exchange controls lifted. The CBK,
which falls under the Minister for Finance’s dockét responsible for formulating and
implementing monetary policy and fostering the idity, solvency and proper functioning of the
financial system. The CBK publishes information Kenya’'s commercial banks and non-
banking financial institutions, interest rates astfier publications and guidelines (finaccess,
2010).

There are forty-three commercial banks and norkhi@ancial institutions, fifteen micro
finance institutions and forty-eight foreign éange bureaus in Kenya. Thirty-five of the
banks, most of which are small to medium sized,lacally owned (Central Bank of Kenya
annual report 2007). The industry is dominated ligvalarge banks most of which are foreign-
owned, though some are partially locally owned. eNof the major banks are listed on the
Nairobi Stock Exchange. The banks have come togethger the Kenya Bankers Association
(KBA), which serves as a lobby for the banks’ ietts and addresses issues affecting member

institutions. The commercial banks and non-banKingncial institutions offer corporate and



retail banking services but a small number, madynprising the larger banks, offer other
services including investment banking, insuranaeises and custodial services among others
(Dikken and Hoeksema, 2001).

Banks represent a significant and influential sectobusiness worldwide that plays a
crucial role in the global economy. Commercial make financial intermediaries that serve as
financial resource mobilization points in the glbleaonomy. They channel funds needed by
business and household sectors from surplus spiaideficit spending units in the economy.
A well developed efficient banking sector is an artant prerequisite for saving and investment
decisions needed for rapid economic growth. A wiefictioning banking sector provides a
system by which a country’s most profitable andicefht projects are systematically and
continuously funded. The role of banks in an econasparamount because they execute
monetary policy and provide means for facilitatipgyment for goods and services in the

domestic and international trade (Shambe, 2003).

Commercial banks are custodians of depositor's §uadd operate by receiving cash
deposits from the general public and loaning themt@ the needy at statutorily allowed interest
rates. Loans are based on the credit policy ofbtnek that is tightly coupled with the central
bank interest rate policy. These in effect deteamire level of financial risk in a particular bank.
Development of the Kenyan economy especially dafier1990’s saw the use of computers and
communication technologies in data processing imymausiness areas as well as for
communication. This development has led to estamient of many big, medium and small scale
information technology and information system firimsKenya that offer technology services

such as software development (Maillu, 2001).

Technology strategy stems from the impact of infation technology and the intent on
the conduct of organizations, managers and worakks. Banks in Kenya have aligned their
business to It and various innovation have beereaet that have a great effect on competitive
advantage for banks. Due to alignment of technokgy innovation strategies, the banks have
gained benefits such as higher customer satisfgaixpanded market share, Effective selling of
products and services, reduced operations turndrdume and eventually led to increased

profits. Product innovations and alignment areokiticed to respond better to changes in market



demand or to improve the efficiency of servicesvmted. This is in line with this that the major
mobile phone companies in Kenya i.e. Zain and &afar have come up with mobile phone
money transfer services M-pesa and Zap to tap thtenpal for small scale transactions at
reasonable costs. Banks are constantly innovatmélobile Banking services, swift transfers

and the more recent electronic share dealing ati#i®bi stock exchange.

1.2 Statement of the Problem

Alignment between business strategy and informatemimnology (IT) has been a key
concern for both IT and business managers for abdecades. It is recognized that achieving
alignment contributes immensely to ensuring thaestments in IT result in improvements in
organizational performance (Hall and Liedtka, 2007Qlignment is a major concern for
commercial organizations, many who have investedihein IT for ATMs and Communication
purposes, as well as to improve efficiency and cBiffeness of administrative processes
Henderson, and Venkatraman, 1993). The busineds I&nperformance implications of
alignment have been demonstrated empirically anoutih case studies during the last decade
Alignment leads to more focused and strategic Usél ovhich, in turn, leads to increased
performance (Chaet al, 2006).

Sauer and Burn (1997) warn that alignment can gise to pathologies that require
careful management if undesired business and ITscae to be avoided. Three types of
pathological outcomes from strategic alignmentideatified: misalignment, which occurs when
a company tries to align IT with business stratedieat are not internally consistent; IT
stagnation, which occurs as part of a common, amatural, cycle of innovation; and IT and
globalization, which presents special scale anturall difficulties for alignment In the light of
the complexity of IT alignment, it could be propdghat IT and business are independent. Study
will also investigate ways in which IT may be akghto business strategy for optimal returns on
IT investment using existing IT management toolshsas the standard IT balanced scorecard as
provided in Control Objectives for Information anglated Technology (COBIT) framework.
Critics of IT alignment research argue that in tharld of work, alignment does not succeed
because strategy is not a clear concept due tousturbulent, unpredictable circumstances that



leave managers muddling through, betting, and tingewith their corporate strategies (Vitae
al., 1986). Tightly coupled arrangements can have theg@autcomes especially in turbulent
times. That is, if the business environment suddesianges and alignment is too tight,
businesses may have difficulty adjusting to thewrenvironments.

In this research we review IT planning practicebariiks with focus on strategic planning
and process of aligning IT to business strategweReh will be done to see how banks with
established IT departments, undertake strategimpig and do IT alignment handle the process.
More efforts will be put towards evaluating how @ttbanks handle the process where IT and
business planning are done separately without atgyference between the two functions i.e.
separate IT alignment/planning and business syatdte study will seek to answer the research
guestion below; Given the challenge of IT-businsisategy alignment in the Kenyan context,

how well are Kenyan firms dealing with it in praef

1.3 Research Objectives

I.  Toinvestigate current practice- how IT Manager/Gl@lign IT-strategy in Kenyan
banks
ii.  To examine how well they achieve it, that is, tlicome
iii.  To establish any challenges encountered givendhmplexity of IT —strategy alignment

as a goal.

1.4 Importance of the study

Management

This study was of critical importance to the managenwnbrganizations in general.
Today’s turbulent environment requires creatiom glustainable competitive advantage through
IT. The current research project work was usefuh asference to building a business strategy
that is aligned with IT of companies. The studgdrito explain and answer why some of the

strategies implemented in the industry fail leadim@ well informed strategy formulation.



Policy Maker

The policy makers found the findings of this stugeful for future decisions regarding
adoption of IT and employee performance in Kenyathe general public can use these findings

to find ways of improving employee performance tigio IT.

Academicians

Researchers also benefitted from this study aslds to our knowledge of strategy-IT

relationship in the Kenyan context and opens up a@as for research.



CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

Having looked at the background of the problem #redproblem statement in chapter
one, this chapter looks at what other researchars done as relates to the topic. We now look

at the concept of strategaligning IT Strategy and processes with businassesfy.

2.2 Strategy

According to Grant, (2002) there is no agreed afbeacing definition of strategy.
Indeed, strategy is an elusive and somewhat absteecept. He argues that this is expected
when dealing with an area that is constantly deuiatp Strategy is the direction and scope of an
organization over a long term. Strategies are systie choices about how to deploy resources to
achieve goals (Smith, 1999). Johnson and Scho839f1page 10, have given a good definition
of the concept of strategy. To them, strategytise ‘direction and scope of an organization over
the long-term: which achieves advantage for theamigation through its configuration of
resources within a changing environment, to meet tleeds of markets and to fulfill
stakeholder’s expectations”

Mintzberg (1996) proposes five formal definition sirategy as plan, ploy, pattern,
position, and perspective. Strategy is a plan, ssoneof consciously intended course of action,
a guideline (or set of them) to deal with a sitiatiAs a plan, a strategy can be a ploy too; really
just a specific “manoeuvre” intended to outwit ggponent or competitor. Strategy is a pattern,
specifically a pattern in a stream of actions. t8tyg is a position, specifically a means of
identifying where an organization locates itselfrihat is known in the management literature as
an “environment” for a business firm, usually a kedr Strategy is a perspective, its content

consisting not just of a chosen position but alsamingrained way of perceiving the world.



Strategy development is a multidimensional prodkas must involve rational analysis
and intuition, experience, and emotion. But, whe#tetegy formulation is formal or informal,
whether strategies are deliberate or emergentg ttem be little doubt as to the importance of
systematic analysis as a vital input into the stgtprocess. Without analysis, the process of
strategy formulation, particularly at the seniormagement level, is likely to be chaotic with no
basis for comparing and evaluating alternativesteddweer, critical decisions become susceptible
to the whims and preferences of individual mangg&rscontemporary fads, and to wishful
thinking (Grant, 2002).

According to Chan (2006) concepts, theories, andlyéin frameworks are not
alternatives or substitutes for experience, comenitmnand creativity. But they do provide useful
frames for organizing and assessing the vast anafunformation available on the firm and its
environment and for guiding decisions, and may eseh to stimulate rather than repress
creativity and innovation. The benefit of strategy not just offering simplification and
consistency to decision making, but the identif@matof strategy as the commonality and unity
of all the enterprises decisions also permits thdieation of powerful analytical tools to help
companies create and redirect their strategieategy might help the firm establish long term

direction in its development and behavior (Chag&0

A fundamental concern is what the firm (or the vmdiwal or the organization more
generally) wants to be in the future. Such a viewoften made explicit in a statement of
company vision. The purpose of such goal settingptgust to establish a direction to guide the
formulation of strategy, but also to set aspiraifor the company that can create the motivation
for outstanding performance. Joshi and Porth (2088jue that a critical ingredient in the
strategies of outstandingly successful companiedat they term “strategic intent” an obsession

with achieving leadership within the field of endea
2.3 Alignment of IT to Business Strategy

As versioned by Hall and Liedtka(2007), the need &mngruence between an
organization’s business strategy and informati@hnelogy strategy is a widely held IT precept
across a broad range of other industries, though nw be believed widely appreciated.

Understood or not, information technologies do haubstantial potential both to alter and to
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support the way banks manage and assess theirebssattivities, to simplify and improve
banks processes efficiency, and to enable completelv products or other new business

opportunities.

According to Hall and Liedtka (2007), IT can faw@te better information flows for
internal communication (up, down, and sideways he brganization), and more complex
software knowledge management systems allow beatiearmation flow about market
information, accelerate anticipating client neeldslp feed product development, and speed
information flow back to decision makers. Conveysehanges such as rapid growth in client
numbers and in product diversity or new businesdatsoand strategies will all alter the nature

of information flows and supporting technologiegded (Hall and Liedtka, 2007).

According to Mankin, Cohen and Bikson (1996), thusibess and technology sides are
complementary and co-dependent. Hence, firms neetetv information systems as strategic-
level assets rather than as just administrativgpap This will require a substantial shift in
organizational cultures across the industry. Funtibee, misalignment between business
strategies (e.g., product mix, target clients,ipgstrategies, and external alliances) on one hand
and the IT strategies (e.g., performance, costiwee configuration, interconnections, features,
degree of flexibility, and security) on the othesults in decreased business performance. To
promote congruence, firms must develop businesslargtrategies concurrently, rather than
attempt to link separately developed strategies #fie fact. A related management improvement
that has been identified is the need for betteatestiic planning for how IT expands as an
institution grows. With growth, processes previguglt in place will need to change and IT
needs to adjust with it. Business processes sHokdlirectly with technology processes in all
cases (Arveson, 1998). Achieving congruence, pranpmor growth, and linking processes all
necessitate a close working relationship betweepocate and IT management. To foster this
linkage, the movement in core banking softwareraditional large-scale banking is to integrate
workflow and business process management compoirgot$T software packages. Designers
of microfinance IT packages should pursue simifdegration as well, as a key target in the
innovation roadmap of particular importance in agmg strategic congruence is the business

knowledge of technology executives.
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A firms need technology managers with specific wagkknowledge of their businesses
so that controls over both the information systemmsl the processes by which they are
developed and maintained and other essential dgntvoedures are designed, implemented, and
assessed in close collaboration with those devedppusiness strategy. Isolation of IT planning
from business planning is a natural consequentaiaks’ tendency toward buying off-the-shelf
IS packages (Smith and Reece, 1999). According danwg1998), important IT decisions will be
made off-site by vendors who may not fully underdtébusinesses and the own business
decisions made without solid understanding of fheskues involved. In such cases, research
from other industries suggests that several aréam®@ business knowledge are at risk of
misinterpretation and misalignment. Moreover, dotglcan arise between operating needs and a
vendor’s incentive to minimize costs. For instanedher than tailoring solutions to the specific
strategic objectives of the banks, the outsourgemgdor may tend toward one-size-fits-all for its

many buyers.

Figure 2.1: Evolution of Strategic IT Alignment Thinking

Business Information
External Strategy Technology
Strategy
Strategic
Integration
.. Information
Internal Organizational Systems
Infrastructure Infrastructure and
and processe Processe

Business domain IT domain

Functional integration
Source: Peppard and Karin (2003)

12



The figure above shows dynamic alignment betweesinkess strategic context and IT strategic

context. Assesses range of strategic choices fawartagers and how they interrelate.

Successful organizations have recognized that cterpuand communications
technology can fundamentally alter the very nawfr@rganizational work. This in turn often
requires the rethinking of the strategy of the argation with a subsequent remaking of its basic
structure and processes. Strategic alignmentssdoan the premise that the inability to realize
value from IT investment is, in part, due to theklaf alignment between the business and IT
strategies of the organization (Henderson and Meaikean 1993).

A more strategic role within organizations can bhieved when IT forms a connection
with strategic management and this alignment isieaeld through mechanisms including
governance processes; value management; humanraesocapabilities and technological
capabilities. Venkatraman (1993) put forward a fearark for continuous strategic alignment
composing of two components, namely analytical ocomemt (strategic alignment) and
administrative component (achieving alignment). iBess strategy is defined in many ways and
many different schools exist including rationatistivith a planning, design or positioning
perspective or the descriptive school with a caltupolitical, learning, cognitive and emerging

perspective (Eden & Ackermann 2000).

The characteristics of business and IT alignmeop@sed by Luftman, Papp and Breir
(1999) include improved relationships between fiometl areas, work together in strategy
development, communicate in a manner that is utetetable to all, executive commitment and
prioritize more effectively. Although Venkatramat903) and Luftman, Lewis and Oldach
(1993) have attempted to capture strategic aligmméthin prescribed models, Ventraman
(1993) acknowledges that alignment is of a dynamaittire and will always need to evolve in
order to maintain continuity. Gordon (2000) conssdéhe nature of the interactions between
business and IT units to be an important elemerat cdbmpany’s competitive success and is a
key determinant of success or failure. Design issagsociated with the organizational structure
of lower level functional groups to be more compéad interesting, because they are affected

not only by strategy, but also by the structuréeffirm.
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2. 4 Challenges of IT alignment to business Stratgg

Challenges related to knowledge refer to the ckpt@blem that IT executives are not
always privy to corporate strategy, and that orgational leaders are not always knowledgeable
about IT. Also, managers are not always knowledigealbout key business and industry drivers.
Ciborra (1997) argued that the dominating and mafictop-down planning approaches to
strategic alignment within IT do not reflect theagtices that can be observed in actual
organizations and management behavior. He claimsher polemically — that the IT-research of
strategic alignment has failed and that new papddsessing this topic as a result deliberately
avoid using this concept (Ciborra, 1997b). Alignmisnmodeled as a bridge between business
strategy and IT infrastructure, and to Ciborra thian attempt to bridge two extremely unstable
variables. This is bound to fail, since strategg<np in “tinkering” or “bricolage” (Ciborra,
1991) and the IT-infrastructure tends to “driffiere is no observable alignment, nor measurable
fit, because strategy now is de facto bricolagealenhe technology is mostly “out of control™
(Ciborra, 1997b, p. 69). Alignment models are tb#oal abstractions that only exist in an
“objective” world. Researchers develop these modelsrder to raise management awareness.
New management practices usually develop then whanagers tend to grant essence and
existence to the models which again leads to bmakd and “ultimate impotence” (Ciborra,
1997b, pp. 70f).

Within many organisations IT is no longer just gort function for core business
processes. It also is an enabler of internal efficies and competitive advantages. As the role of
IT continues to expand, enterprises increasingiyire greater alignment between their business
and IT strategies, as well as the means to conislyaneasure the value IT provides. Although
IT is the core it faces several challenges in thpand the following are some of the major

challenges they face when we try to align IT toibess strategies.

2.4.1 Elevating IT Skills and Training as StrategicAssets

According to Cule, Schmidt, Lyytinen and Keil (200€they asserts as part of treating
IT systems as strategic assets, firms need to exjeir investments in information technology
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and skills, both absolutely and as fraction of alle@xpenses. A substantial gap remains between
the prices of the skills banks need and the tydieaik’'s current willingness or ability to pay.
This may be fundamental problem, stemming in parhfthe lack of appreciation by bank upper
management of the strategic potential of back-effiformation systems. Banking information
systems are obviously critical to the business esgof mainstream modern, high-tech banking,
and investment firms; yet, in microfinance orgatimas, IT people are, often thought of as
“simply a helpdesk for assistance with running kdeps.”(Feurer, Chaharbaghai, Weber &
Wargin, 2000)

According Gordon & Gordon (2000), as part of redemy the strategic value of
information, banks can develop a culture of cordumitraining (seminars and workshops) and
skills upgrading, to foster better familiarity wittmerging technologies. Some training for
personnel, loan offices, managers, and clients avane simply in using the equipment and
software properly. Along these lines is the needfoser collaboration with and support from IT
vendors. There remains significant potential inedeping training tools, including electronic,
Internet-based approaches, but the industry hagetdibcused on developing such tools. At a
higher strategic level, moreover, the industry alsght need to improve project management
skills for more effective technology implementatiofechnical personnel too often have the

technical skills but not enough understanding dfiless processes.
2.4.2 Risk and security

Along with the increased strategic importance dbnmation technologies to banks
comes increased levels of risk should those systaiher data security be compromised. Yet,
most banks appear not to have ongoing risk managieplanning processes in place. Thus,
another target area for improving the sector IThismproving risk and security management.
System security may need to be increased in priopotd what is protected. As bank fund
volumes, client numbers, and data volumes growtesysecurity and reliability (of individual
transactions, personal information, software appilbns, whole databases, and entire data
networks) should become on par with that expeatecktail banking. The consensus was that
most banks remain far from that benchmark (ReidBefabasat, (2000).
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Key innovation needs include developing method@sgfor identifying potential
technical and operational vulnerabilities and assgspotential impacts (e.g., expected costs,
client service interruptions, and data corruptianyl then developing tools for reducing those
risks. Elements for identifying vulnerabilities lnde evaluating communications and power
infrastructures, computer system architecture, thedindividual elements such as routers and
modems (Reich & Benbasat, (2000).

According to Joshi and Porth, 2003), a risk-relatgac only briefly discussed is how IT
affects security of bank personnel, particularlytie field. Operating procedures that require
loan officers to travel with substantial cash omdhareate targets for bandits. Information
technologies can help reduce such risks but cam ialsrease them. Loan officers carrying
expensive PDAs can also attract untoward attenti@mce, similar risk and impact assessment

methodologies are needed for application to figldrations.
2.4.3. Promoting Complementary External Changes

Finally, some of the biggest barriers and highesemtial payoff opportunities related to
business information systems are external, beybeddirect control of individual businesses.
However, with growth comes influence. AccordingMankin et al, (1996) large organizations
have collectively lobby and actively work for chang a range of complementary external
arenas, including infrastructures such as Inteamet mobile networks and regulations. The
single most important variable differentiating (po&lly stable) regions where organizations
have grown most quickly from those where it contsitio struggle. Regulations to protect client
assets and the stability of national financial eyst are important; yet, those in place for
traditional banking often inhibit microfinance, Witts alternative approaches to things such as

collateral, group liability, or banking with mobiteanch locations (Mankin. et al. 1996).
2.4.4 Corporate strategy is unknown

A recurring issue seen in previous alignmentaedeis that often corporate strategy is
unknown (Reich and Benbasat, 2000) or, if knownyrislear and/or difficult to adapt (Baets,
1992). This poses a significant challenge becausst models of alignment presuppose an
existing business strategy to which an IT orgampatan align itself.
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Formal business strategies are often too ambigfayususiness managers to understand
(Campbell, 2005). Managers face ambiguity surrougdihe differences between espoused
strategies, strategies in use, and managerialnsgtroany of which may be in conflict with one
another. This issue of comprehension can be ba#mnal and external to the IT organization.
Internal comprehension is affected by mental moadeld world views, relationships, shared
domains of knowledge, and shared systems of meaBiigrnal comprehension is influenced by
education and training, the organizational striectamd visibility of the IT staff in the structure,
and the IT environment. Failures or weaknessesnyn & these areas may result in poor

alignment.
2.4.5 Lack of awareness or belief in the importancef alignment

Although there is empirical support for the notibat alignment provides organizational
value, many business managers are unaware of phartmmce of IT alignment and/or have little
belief that IT can solve important business proldéBaets, 1996). For instance, in Baets' study
of European banks, it was found that the influeottenindsets on IT alignment awareness was
significant. Although there was a trend in the a6&T from a support function to a competitive
capability, and IT issues were perceived to hageeat influence on the banking industry, there
was no strong and clear belief that IT could sapecific banking problems. Those managers
who could see specific ways to solve banking pmoBlevia IT had more positive attitudes
towards IT strategy and planning. Similarly, a sty Vitale and colleagues revealed a strong
relationship between IT-knowledgeable managemedt syistem identification processes that

were viewed as satisfactory (Vitaéal, 1986).

Henderson and Venkatraman (1993) found that masagere more comfortable with
their ability to comprehend business positioningices (i.e., where products are sold) rather
than IT positioning choices (i.e., critical techogy to support business strategies). This was
attributed to the fact that strategy has typicaken viewed as something applied to the output
market, and that IT has typically been viewed asnégrnal response (or an input) to business

strategy as opposed to something that leveragesdsssstrategy.
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2.4.6 Lack of industry and business knowledge

Baets (1996) found IT alignment was hindered bagck lbf knowledge about the banking
industry (not just skills and knowledge about IT)ang banking managers. In particular, it was
found that IT alignment was negatively influencedtbe following industry factors: (i) when
awareness of the banking industry issues was lodv (Bhwhen the interaction of different
aspects within the corporate strategy was not wethwn to managers. Therefore, before
managers could use IT solutions to help solve thenking problems, a deeper knowledge of the
banking industry itself was required.

In a multiple case study of insurance businesssuRi¢ich and Benbasat (2000) showed
that shared domain knowledge between businesslaexielcutives was the strongest predictor of
the social dimension of alignment. When shared dlorkaowledge was high, communication
between the two groups was strategic and freqaentthe result was a high level of alignment.

2.5 IT Strategy-Alignment practices in African conext

Jensen (2000) reports that the average usage loidiegy in African countries is still
very low due to high connection fees. Communicatiare mostly done with people outside the
continent. Most users are NGOs, universities argbe companies and users are mainly male and
well educated. Jensen (2002) further posts thakié4s used for correspondence, document
exchange, technical advice, managing projectshgimg meetings, and exchanging research
ideas, but it is still limited for accessing formialformation resources. 25 % of e-malil is
replacing faxes, 10 % e-mails replacing phone cailld 65 % of the e-mails standing for
communication that would not have been made withayute-mail-system. Users report that
Internet has increased efficiency and reduced mmdédion costs, although it is still an under-
utilized resource. Implementation of IT in Kenyamadl business has been slow. Kenya has
traditionally been very quick in its uptake of neégchnology and ideas, yet has not been as

entrepreneurial with e-commerce technologies (WaaehNg'etich, 2006)

Business owners/managers are unlikely to adoptatigd more sophisticated IT if they

are not familiar with the more basic ones. Henherd is a strong argument for researchers to
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focus studies of small business use of the IT adopif entry-level technologies. Once small
business has adopted Internet technologies at Ewey, they can get familiar and comfortable
with the Internet and, in time, move on to adoptmhmore sophisticated IT (Warden and
Ng’etich, 2006). They argue that even basic IT pesvide tangible benefits to small business
users. For many small and large firms in Kenyagrimfation and communication technology is
viewed as potentially capable of bringing in soneaddits. The high rate at which organizations
are buying mobile phones, computer hardware antivacé as well as using the internet for
information and communication is evidence of theréasing awareness of information and
communication technology has in the Kenyan markie¢. business benefits of using information
and communication technology include access to teelwnology and attainment of competitive

advantage.

In production enterprises, the most valued IT wadite telephony and internet as these
enhanced the speed and reliability of communicatitse of computers and software to improve
production, inventory and accounting was next meliThe curio and craft dealers felt that
mobile telephone, email and fax were the most vhahspects of IT as these would keep them in
touch with overseas agents and customers. Complkeekenya Power & Lighting Company
which have aligned their IT with their businessgy are gaining a lot from the reduced cost of
doing business as well as being a competitive compathe region and this is evident in the
reduced number of complaint from their customersvall as reduced cost of pay staffs who

have to go to the field to read meters.

2.6 Summary

The literature review indicates that alignment aéiness and IT strategy is believed to
improve organizational performance top managemmamdt incorporate a degree of high level
planning, because developments and the buildingpfodistructure cannot be carried out in a
random manner with bottom-up disjointed developmemarties need to formulate coherent
priorities for business decisions and their subsatitechnical implications (Janis, 2006).
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Literature also suggests that alignment of IT wbthsiness strategy improve business
performance. Business performance may be definetheswell-being and strength of the
enterprise relative to its competitors. Alignmerft 1& with business strategy and other
organizational requirements is believed to impravganizational performance and enhance
competitiveness (Reich and Benbasat, 2000). Resmaralso argued that a firm's inability to
realize sufficient value from its IT investmentdise in part to an absence of strategic alignment
(Presley, 2006).

This research shows that at there exists a gapevthermismatch resulting from aligning
IT to business strategy might have spilt to worlacek in real life disputes between IT
department and business sides. This conflict mayribote to frustration, resistance and lack of
goodwill when realizing business goals. This chagke can lead to delays in early realization of
return in investment on IT assets with benefitsaed after maybe towards three years after the
IT infrastructure is tending to zero value in theoks and more personnel have embraced
technology. Despite much expectation from busiséds for quick gains, IT instead is seen as a
wrong investment move with real benefits realizemnstimes after one year at minimum
(Ciborra, 2000). When IT is aligned to businessitetfy major gains can be achieved but in
many cases the alignment might fail to achieveintended goal because managers do not
understand or are not well trained to merge the. thus failure thus makes us study the

challenges many managers face when undertakingiirenent process.
2.7 Conceptual framework

IT Business Strategic Alignment is defined as tegrde to which a company employs
the systems that support strategic orientationn@tal. examined whether the impact of IT on
performance may not be a direct one, but interntedily other factors, such as the alignment
between Business Strategy and IT Strategy (Meleilal, 2004). Chan et al modified the well-
known STROBE model (STRategic Orientation of BussEnterprises) of Venkatraman (1989)

to include performance at the IT level as well atha business unit level.
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Figure 2.2 Framework linking IT strategic alignment to business performance

The above framework shows how the business stratiégys with IT strategy. The alignment
is executed by the strategy-making mode which &aened and adaptive entrepreneurial. The
outcome of the alignment is increase in organisperformance. In the framework we see that
aligning IT strategy with business strategy is lHytamportant to managers of various
organistion. The framework can guide us to arga¢ skrategic alignment can be understood as
an enduring competency that allows the organizatmrrespond to the rapidly changing
competitive environment. When organizations haweetigped this competency, they are well-

positioned to sustain strategic alignment over time
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter sets out various stages and phasesvénra followed in completing the
study. It involved a blueprint for the collectiameasurement and analysis of data. In this stage,
most decisions about how research was executel@mdaespondents were approached, as well
as when, where and how the research was compl€hetefore in this section the research
identified the procedures and techniques that weeel in the collection, processing and analysis
of data. Specifically the following subsections warcluded; research design, target population,

sampling design, data collection instruments, dati@ction procedures and finally data analysis.

3.2 Research design

Research design is the plan and structure of imat&in so conceived as to obtain
answers to research questions. The plan is thealbv&heme or program of the research
(Robson, 2002). In this study a survey design wsesduThis research problem could best be
studied through the use of a descriptive survegcbgtive research portrays an accurate profile
of persons, events, or situations (Saunders, Lants Thornhill, 2003). Surveys allow the
collection of large amount of data from a sizabtpydation in a highly economical way.
Therefore, the descriptive survey was deemed tisé dieategy to fulfill the objectives of this

study.

3.3 Study Population

The population of study consisted of all the 45 nwercial banks that are dully registered
with Central Bank of Kenya by 2010.
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3.4 Data Collection Procedures and Instruments.

Data collection is gathering empirical evidenceoider to gain new insights about a
situation and answer questions that prompt undeda&f the research (Kothari, 2004). A
Questionnaire was administered mostly to the masagecharge of IT-business alignment.
The use of questionnaires was important in thie tecause of the issue of anonymity of the
respondents in that they can respond without feaeimg known or identified hence accurate
and correct information is received. The questioesaadopted use of IT Balanced scorecard
of the COBIT framework and Venkatraman (1993) gomain measuring IT alignment.
COBIT is an ITframework and supporting toolset that allows marage bridge the gap
between control requirements, technical issuesbasahess risks. COBIT enables clear policy
development and good practice for IT control thiwaug organizations. COBIT emphasizes
regulatory compliance, helps organizations to iaseethe value attained from IT, enables
alignment and simplifies implementation of the COBilamework.Secondly, it can cover a
large number of people at a relatively affordabtstcand it also limits interviewer bias
(Mugenda & Mugenda, 2003).The questionnaire was imidtared to IT or strategy
development managers of all commercial banks inyeWe were targeting them since they

were in charge of IT and strategy formulation ia tompanies.

3.5 Data Analysis

Data collected was analyzed by descriptive analygisording to Myers, M. (1997), the
descriptive statistical tool helps the researcbatdscribe the data and determine the extent to be
used. The findings were presented using tableschads. The Likert scale was used to analyze
the mean score and standard deviation, this heipddtermining the extent to which the bank
faced different challenges in its in IT alignmeothusiness strategy. The researcher determined
the reliability or internal consistency of each ighte by calculating the Cronbach alpha

coefficient.

According to Venkatraman (1993), IT alignment isasiwed by determining the absolute

difference between the rating for business and ftiategies on the following items:
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understanding of business and IT objectives; ppetion in business and IT planning; content
of IT and business plans; and revision of busih€splans when changes take place. For
instance, two questions were set to measure theeroof the business and IT plans. The first
one determined if the business plan specified thetribution of IT to business and the

corresponding question determined whether the En phddressed business priorities. The
difference in ratings on these items was then ¢tatled. If this difference were low, this would

indicate a higher level of IT alignment. Data as@ywas use the Statistical Package for Social
Sciences (SPSS) software. Tables were used to stimenrasponses for further analysis and
facilitate comparison. This generated quantitatieorts through tabulations, percentages, and

measure of central tendency.
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CHAPTER FOUR: DATA ANALYSIS, FINDINGS AND DISCUSSIO N

4.1 Introduction

This chapter entails the findings of thedgtbased on the data collected from the field. The
Analysis focused on the objectives of the studycilsought to investigate the current practice
on how IT Manager/CIO’s align IT-strategy in Kenyadanks, examine how well they had
achieved the alignment and further establish amjle@mges encountered given the complexity of
IT strategy alignment in the Kenyan banking sectosample size of 45 commercial banks was
used and 32 successfully responded. The data vedgzad using Statistical Package for social

sciences (SPSS) and the information was presemtiedn of pie charts, bar graphs and tables.

4.2 Response rate
This section sought to show the actual numbersgardents who responded in the study

against the targeted sample size. The findingstaoen in table 4.1 below.

Table 4.1 Response rate

Frequency Percentage
Non-respondents 11 28.8
Actual response 32 71.1
Target population 45 100

The study targeted 45 respondents from the comaidranks who were a representation
of 100% of the total sample size. However, the wimdnaged to successfully collect data from
32 respondents who represented 71.1% of the tataple size. This sample size was reliable to

meet the objectives of the study. Only 28.8% ofrdspondents did not respond.

4.3 Demographic information
In order to capture the general information of tespondents under study issues such
designation of the respondents was addressed ifirsheection of the questionnaire. This was

important because it enhanced reliability and gheebasic understanding of the respondents.
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4.3.1 Designation of the respondents

The study sought to show the designation of thasthe IT department in the various

commercial banks under study. Figure 4.1 showsesgonses.

Figure 4.1: Designation of the respondents

Source Research gquestionnaire

The study shows that 47% of the respondents weasdshef IT while 38% were IT supervisors. Nine

percent of the respondents were data base coartinahile 6% were ICT managers.

4.4 Importance of benefits of information technolog (IT) to your organization

This was to determine the importance of the bemefitinformation technology (IT) in
their organization. A scale of 1-5 was used. Theesx “Most important” and “Important” were
represented by mean score, equivalent to 1 tor2ihecontinuous Likert scale €limportant
2.5). The scores of ‘Moderate Extent’ were equivbke 2.6 to 3.5 on the Likert scale (%6
Moderate Extent< 3.5). The score of “Less Important” and “Not al’ akpresented less
important benefits of information benefits in thganization. This was equivalent to 3.6 to 5.0
on the Likert Scale (3.6 Less Important 5.0).
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Table 4.2 Importance of benefits of information tebnology (IT) to the organization

Mean | Std deviation Rank
Faster decision making 2.16 .958 1
Growth in revenue 2.4P 961 2
Competitive advantage 2.42 961
Improved performance 2.50 1.000
Corporate reputation 3.50 1.100 5
Employee retention and satisfaction 4(28 .826 6
Innovation and creativity 4.30 .923 7
Aggregate Mean 3.08 0.954

Source:Research questionnaire

From the table aboy®ost of the IT managers indicated that improvedgrarance was
the most important benefit of information technglag their organization; this was represented
by a mean score of 2.50. On the other hand conygetitlvantage and growth in revenue were
considered as important benefits of informatiorhtedogy, they were represented by a mean
score of 2.42 respectively. Further the respondstated that faster decision making was an
important benefit of information technology and wagresented by a mean score of 2.16. In
addition the respondents were moderate on corpoegtetation as a benefit of information
technology in their organization; this was représeénby a mean score of 3.50. Employee
retention and satisfaction and innovation and oréatwere considered as less important
benefits of information technology in the organia@aj they were represented by a mean score of
4.28 and 4.30 respectively.

The aggregate mean of importance of benefits ajrmétion technology (IT) to the
organization was 3.08 on the continuous likert escdhis shows that the benefits of IT were

important to a moderate extent.
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4.5 Research Objective 1: Current practices of howl manager/CIO align IT-business
strategy in Kenya

This was to determineurrent practices of how IT manager/CIO align ITsimgss
strategy in Kenya. A scale of 1-5 was used. Theesct/ery Great Extent” and “Great Extent”
were represented by mean score, equivalent ta215ton the continuous Likert scale{iGreat
Extent< 2.5). The scores of ‘Moderate Extent’ were equualio 2.6 to 3.5 on the Likert scale
(2.6 < Moderate Extent 3.5). The score of “Low Extent” and “No Extent&presented to a
low extent current practices of how IT manager/Gimn IT-business strategy. This was
equivalent to 3.6 to 5.0 on the Likert Scale @l6ow Extent< 5.0.

Table 4.3 Current practices of How IT manager/CIO dign IT-business strategy in Kenya

Mean | Std Rank
deviation

IT contribute to overall business plan in your firm 2.11 1.410| 1
Understand the business and IT objectives 242 9612
Participate in business and IT planning in youraoigation 2.50 1.000| 3
Firm streamlined its most critical business angidcesses to 3.00 9734
support its overall business strategy
Firm aligned its IT operational plans with overallisiness 3.75 1.251|5
strategy
Understand the context of the business plans desdlon| 4.23 921|6
your organization
Aggregate mean 3.00 1.086

Source:Research questionnaire

Table 4.2 above reveals that most of the IT marsagpelicated that they understood the
business and IT objectives of their organizatiom tgreat extent and this was represented by a
mean score of 2.42. The respondents indicatedhbkgtparticipated in business and IT planning
of their organization to a great extent; this wegresented with a mean score of 2.50. On the
other hand the respondents revealed that IT canéabto overall business plans in their firms to
a great extent; this was represented with a meare saf 2.11. Further, the respondents were
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moderate that that the firm’s streamlined their nooiical business and IT processes to support
its overall business strategy; this was shown veithmean score of 3.00. In addition, the
respondents indicated that the firms had alignetTitoperational plans with the overall business
strategy to a low extent as shown by a mean sdo3e/6. Moreover, the respondents indicated
that they understood the context of the businesssptieveloped in their organization to a low

extent, this was represented by a mean score 258.2

The aggregate mean score of the Current practigd$ managers in alignment of IT-
business strategy was 3.00 on the continuous oate. This means that the IT manager and the
CIlO adopted the practices to a moderate extent.

4.6 Research Objective 2: Alignment of IT to busings objectives in their organization in
user orientation, Business contribution, Operationaexcellence and future orientation.

The study sought to show the extent to which omgions achieved alignment of IT to
business objectives, that is, in user orientatBusiness contribution, Operational excellence and
future orientation. Business contribution and openal excellence were the major

measurements of the extent to which organizatiaadsathieved IT alignment.

4.6.1 Business Contribution of IT and Operational Kcellence

Venkatraman (1993) put forwardramework for continuous strategic alignment
composing of two components, namely analytical ocomemt (strategic alignment) and
administrative component (achieving alignment) leertbis section sought to determine
alignment of IT to business objectives in commérbianks in Kenya irregard to Business
Contribution and Operational Excellence. A scaleled was used. The scores “Very Great
Extent” and “Great Extent” were represented by mseeore, equivalent to 1 to 2.5 on the
continuous Likert scale (X Great Extent< 2.5). The scores of ‘Moderate Extent were
equivalent to 2.6 to 3.5 on the Likert scale (2. oderate Extent 3.5). The score of “Low
Extent” and “No Extent” represented to a low extaiignment of IT to business objectives in
their organization in business Contribution. Thesvequivalent to 3.6 to 5.0 on the Likert Scale
(3.6< Low Extent< 5.0).
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Table 4.4 Business Contribution of IT and Operatiomal Excellence

Business Contribution of IT Mean | Std Rank
deviation

Business value for existing ,new or planned IT gcty 2.11 1.410 1

Management perceive IT department 2.16 .958 2

Adoption of IT expose the company to new businesg.42 961 3

capabilities

Adoption of IT contributed to business objectivdsyour | 2.50 1.000 4

organization

Aggregate Mean 2.30 1.082

Operational excellence Mearn Std Rank
deviation

IT processes in place effective and efficient 2.16 .958 1

Information provided by IT accurate and reliable 422, 961 2

IT resources available throughout the period refgagefor| 2.50 1.000 3

by the users i.e. peak time availability and caitiprocess

uptime

Aggregate Mean 2.36 0.973

Source Research questionnaire

The study shows that the aggregate mean of alighaid to business contribution was
2.30 on the likert scale. This shows that the IThagers had achieved alignment of IT to
business contribution to a great extent. This cdwlde been attributed to the fact that majority
of the organizations had achieved business valueXisting, new or planned IT projects to a
great extent due to IT alignment; this was represemwith a mean score of 2.11 on the likert
scale. The respondents also indicated that the taopf IT had exposed their companies to

new business capabilities; this was representddawnhean score of 2.42.

The aggregate mean fOperational excellence was 2.36; this means tledflttmanagers had

achieved alignment of IT to operation excellenca great extent. From the study, majority of
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the respondents indicated to great extent thatdé€gsses in place were effective and efficient
and that information provided by IT was accurate aliable; this was represented with a mean
score of 2.16 and 2.42 respectively on the likeates hence the operational efficiency. The
aggregate mean score of business contribution V@8swhile that one of operational excellence
was 2.36; this shows that they are were closeftedl These are the major determinants of the
successf alignment of IT to business objectives and accaydinthe study IT alignment had

achieved both business contributimia operational excellence to a great extent.

Table 4.5 below sought to show the extent of alignigiven the overall IT contribution
to business plan and Firms alignment of its IT apenal plans with the overall business

strategy.

Table 4.5 Extent of alignmentamong banks

Bank category IT contribute to Firm aligned its IT Difference
overall business plan | operational plans with
the overall business
strategy
1 tier 2.36 2.30 0.06
2" tier 2.48 2.36 0.12
3 tier 2.50 2.34 0.16
Aggregate 2.45 2.33 0.12

Table 4.5 shows the extent to which commercial bankKenyahad aligned IT operational
plans with the overall business stratefier 1 and 2 shows that the organizations alighed 1T to
business contribution at a great extent; this vegsesented by a mean score of 2.30, on a scale
of 1-5 on the likert scale. The tiers were arriadased on the Central Bank of Kenya (CBK)

categorization of Kenyan banks based on grosssasans).

The aggregate mean of IT contribution to overalibess plan was 2.45. On the other
hand, the aggregate mean of IT operational platistiwe overall business strategy was 2.33; this
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means that commercial banks in Kenya had were edign great extent in regard to business
contribution and operation excellence. Tier onduided the banks that have over kshs. 15
Billion gross assets; the difference between IMtgbution to overall business plan and firm

aligned its IT operational plans with the overalisimess strategy was 0.06 meaning that the

banks were highly aligned as compared to otherldrmaaks in tier 2 and tier 3.

4.6.2 User orientation

This was to determiabgnment of IT to business objectives in theirarigation in user
orientation. A scale of 1-5 was used. The scoresry\Great Extent” and “Great Extent” were
represented by mean score, equivalent to 1 to 2.5he continuous Likert scale (& Great
Extent< 2.5). The scores of ‘Moderate Extent’ were equamalto 2.6 to 3.5 on the Likert scale
(2.6< Moderate Extent 3.5). The score of “Low Extent” and “No Exteng&presented to a low
extent alignment of IT to business objectives igirtlorganization in user orientation. This was
equivalent to 3.6 to 5.0 on the Likert Scale @l6ow Extent< 5.0).

Table 4.6 User orientation,

Mean | Std Rank
deviation

Users perceive IT department 242 961 1
Users have challenge in using IT to get solutiditesno 2.68 1.336 2
Organization have a backlog of pending IT queries .003 973 3
IT adequately interfaced with both internal andeexal 3.50 946 4
users
IT meet user expectations 3.5 1.251 5
Aggregate Mean 3.07 1.0934

Source: Research questionnaire

The aggregate mean of IT alignment to user oriematvas 3.07; this means that

commercial banks in Kenya had aligned IT to usesmation to a moderate extent.

The study shows that users perceived IT departaeat contributor to the alignment of
IT to business objectives and that the user hatlectyges in using it to get solutions often to a

moderate extent, this was represented by a meam sf®.42 and 2.68 respectively. On the
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other hand the respondents indicated that the agi@on had a block log of pending queries to a
moderate extent as shown by a mean score of 3m0@ddlition, the study shows that IT
adequately interfaced with both internal and exdeusers to a moderate extent as shown with a
mean score of 3.50 on the continuous likert scale.

4.6.3 Future orientation

This was to determirsdignment of IT to business objectives in their amgation in
future orientation. A scale of 1-5 was used. Thaes “Very Great Extent” and “Great Extent”
were represented by mean score, equivalent ta215ton the continuous Likert scale{1Great
Extent< 2.5). The scores of ‘Moderate Extent’ were equamalto 2.6 to 3.5 on the Likert scale
(2.6 < Moderate Extent 3.5). The score of “Low Extent” and “No Exten#&presented to a low
extent alignment of IT to business objectives irtlorganization in future orientation. This was
equivalent to 3.6 to 5.0 on the Likert Scale Bl6ow Extent< 5.0).

Table 4.7 Future orientation

Mean | Std Rank
deviation

IT help address customers needs collected via ndseand| 2.50 1.000 4
development in your organization
IT will enable your organization to meet future dee 2.42 961 3
Need for training of IT staff to help your compatake up future 2.16 .958
existing opportunities via IT channel
IT experience challenges in human resources sudhgasstaff| 2.11 1.410 1
turnover, difficulties in attracting talent. etc
Aggregate Mean 2.30 1.082

Source:Research questionnaire

Most of the IT managers revealed that IT would legldress customers need via research
and development in their organization to a gredemxwhich was in alignment to business
objectives; this was represented by a mean sco?eb0f Further, the respondents indicated that

IT would enable their organization meet future reeeda great extent; this was represented with

33



a mean score of 2.42 on the likert scale. On therdband, the respondents agreed to a great
extent that there was need for training of IT stafhelp the company take up future existing
opportunities via IT channel as shown with a meamesof 2.16. In addition, the study found out
that IT experienced challenges in human resounses &s staff turnover, difficulties in attracting

talent to a great extent; as shown with a mearesaio2.11 on the likert scale.

The aggregate mean of the achievement of IT aligiiteefuture orientation was 2.30 on

the scale; this shows that the alignments addremségture orientation to a great extent.

4.7 Research Objective 3: Challenges to IT and busss strategy alignment in the

organization

This was to determine challenges To ahd business strategy alignment in the
organization. A scale of 1-5 was used. The scovesy'Great Extent” and “Great Extent” were
represented by mean score, equivalent to 1 to 2.5he continuous Likert scale € Great
Extent< 2.5). The scores of ‘Moderate Extent’ were equmako 2.6 to 3.5 on the Likert scale
(2.6< Moderate Extent 3.5). The score of “Low Extent” and “No Exten®presented to a low
extent challenges to IT and business strategy rakgm in the organization. This was equivalent
to 3.6 to 5.0 on the Likert Scale (3x6.ow Extent< 5.0)
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Table 4.8 Extent to which the following factors acts challenges to IT and business strategy
alignment in the organization.

Mean | Std Rank
deviation

Lack of business strategy or knowledge of its exisé 2.11 1.410 1
Business Vs IT mentality 2.16 .958 2
Rapid rate of technological change 2142 961 3
Your organization has not aligned operational plastt overall| 2.50 1.000 4
corporate strategy
Challenge in streamlining the most critical bussn@socesses tp 2.68 1.336 5
support implementation of corporate strategy
Lack of awareness of the need for alignment of dTbtisiness 3.00 973 6
strategy
Lack of goodwill from senior management 3,50 .946 7
There is a no clearly articulated business casestigports your 3.50 946 8
organization ‘s strategy
Difficulty in communicating and understanding IT 78. 1.251 9
Organizational structural barriers 4.05 .970 10
Lack of industry and business knowledge 4.05 .970 11
Inability to identify your organization ‘s core c@etence (what 4.28 .826 12
gives you competitive advantage over other banks
Issues of performance expectations for criticakjabe aligned t0 4.58 .607 13
the organization’s strategy
Aggregate 3.28 1.012

Source:Research questionnaire

Table 4.7 above shows that most of the IT manaigeiisated to great extent that there
was a challenge in streamlining the most critieadibess processes to support implementation of
corporate strategy; this was represented by a nseare of 2.68.Further, the respondents
indicated that their organization had not alignpdrational plans with overall corporate strategy
to a great extent; this was presents with a mearesaf 2.50. On the other hand, majority of the
respondents revealed that rapid rate technologiwaige acted as a challenge to IT and business
strategy alignment in the organization to a gre#tr@ as shown with a mean score of 2.42. The
respondents further indicated to a great extertlihainess Vs IT mentality posed as challenge
to IT and business strategy alignment; this wasesgmted by a mean score of 2.16.

35



However, the respondents revealed that lack ofnlegsi strategy and knowledge of its
existence posed as a challenge to IT and businedegy alignment in the organization to a
moderate extent as shown with a mean score of i3 likert scale. On the other hand, the
respondents revealed that lack of goodwill from $leeior management and lack of a clearly
articulated business case that supports their argton strategy acted as challenges to IT and
business strategy alignment in the organizatiom nooderate extent; this was represented with a

mean score of 3.50.

The aggregate mean score of challenges to IT asthdss strategy alignment in the
Kenyan commercial banks was 3.28; meaning thaethare challenges in the organizations

which affected the alignment of IT to businesstetyg to a moderate extent.

4.8 Discussion

The objectives of the study were to investigate remir practice on how IT
Manager/CIO’s align IT-strategy in Kenyan banksamine how well they had achieved the
alignment and further establish any challenges @meoed given the complexity of IT strategy
alignment as a goal.

Majority of the respondents indicated that theyemtbod the business and IT objectives
of their organization, participated in business dfdplanning and further revealed that IT
contributed to overall business plans in their §irto a great extent. According to Hall and
Liedtka (2007), IT can facilitate better informatilows for internal communication (up, down,
and sideways in the organization), and more comgtétwvare knowledge management systems
allow better information flow about market infornwat, accelerate anticipating client needs, help
feed product development, and speed information Back to decision makers. Users perceived

IT department as a contributor to the alignmenfdb business objectives to a great extent.

The aggregate mean of alignment of IT to businesdribution was 2.30 on the likert
scale. This shows that the IT managers had achighgaiment of IT to business contribution to
a great extentAn earlier study by Mankin, Cohen and Bikson (1988)ealed that the business
and technology sides are complementary and co-depérof each other. Hence, firms would
need to view information systems as strategic-l@ssdets rather than as just administrative

support. Adoption of IT alignment had exposed thganizations to new business capabilities.
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Further, the study showed that the aggregate méampmrtance of benefits of information
technology (IT) to the organization was 3.08 on ¢batinuous likert scale. This shows that the
benefits of IT were important to a moderate ext&udrdon (2000) considered the nature of the
interactions between business and IT units to beingportant element of a company’s
competitive success and is a key determinant ofesscor failure. Moreover Ciborra (1997)
argued that the dominating and rational top-dowamping approaches to strategic alignment
within IT do not reflect the practices that can bbserved in actual organizations and

management behavior.

On the other hand the aggregate mean for Operaeanallence was 2.36 while that one
for business contribution was 2.30; this means tthatIT managers had achieved alignment of
IT to operation excellence and business contrilbutioa great extent. The study found out that
the IT processes put in place were effective afidieit and information provided by IT was
accurate and reliable. According to Venkatrama®8)@&lignment of business and IT strategy is
believed to improve organizational performance h@awedop management must incorporate a
degree of high level planning, because developreerdshe building of infrastructure cannot be
carried out in a random manner with bottom-up dgm developments. Parties need to
formulate coherent priorities for business decisiand their subsequent technical implication so
that organizations can overcome the challenges asdhe rapid rate of technological change
and the challenge of streamlining the most critical busgnpsocesses to support implementation

of corporate strategy which were found to affeetblisiness to a great extent.

The study also found out that the alignment of bjeotives to user orientation was to a
moderate extent with an aggregate mean score of Bl@jority of the respondents revealed that
IT meets user expectations to a moderate extembrdmg to Hall and Liedtka, (2007), changes
such as rapid growth in client numbers and in pecbdliversity or new business models and
strategies will all alter the nature of informatilows and supporting technologies needed. The
aggregate mean of the achievement of IT alignnefature orientation was 2.30 on the scale;
this shows that the alignments addressed on fatueatation to a great extent. The study shows
that I.T alignment had enabled organizations fuhgeds and it also addressed customer needs.

This is also in line with the study by Ventrama®43) who acknowledged that alignment is of a

37



dynamic nature and will always need to evolve ideorto maintain continuity. It was also
revealed that a more strategic role within orgaions can be achieved when IT forms a
connection with strategic management and this ad@gmt is achieved through mechanisms
including governance processes; value managememtam resources capabilities and

technological capabilities.

The tiers were categorised in form of gross adsatis those banks with over kshs. 15
Billion gross assets (tier 1), Between kshs 5 i@illand kshs. 15 Billion gross assets (tier 2) and
those banks with gross asset of below kshs 5ioBilftier 3). The study shows that Kenyan
banks in tier one had aligned IT to business couation and operational excellence to a great
extent as compared to banks in tier 2 and 3. Thamzations also had achieved alignment in
future orientation; however the study found outttttee banks achieved IT alignment to a
moderate extent.

Large banks are better aligned because they haalyn IT in their critical operations
in order to improve on their operational excelleaod efficiency. However, Ciborra nullifies
and denies the existence of IT alignment; he rexdetdat alignment is modeled as a bridge
between business strategy and IT infrastructuré hanclaims that this is an attempt to bridge
two extremely unstable variables. To him, thisasifd to fail, since strategy ends up in
“tinkering” or “bricolage” and the IT-infrastructartends to “drift”. Ciborra continues to argue
out that there is no observable alignment, nor ovade fit, because strategy now is de facto
bricolage, while the technology is mostly “out @int¢rol. This is contrary to our study whereby it
was observed that there was alignment of IT toeatgextent in the banks in tier 1 and moderate

alignment in banks in tier 2 and tier 3.
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CHAPTER FIVE: SUMMARYOF FINDINGS, CONCLUSION AND
RECOMMENDATIONS

5.1 Introduction
This section of the research provides a summarmheffindings, the conclusion of the

study and the recommendations on challenges oéligiiment to business strategy.

5.2 Summary

The purpose of the study was to indentify the e@mgles of IT alignment to business strategy.
The study was guided by the following research dbjes to help achieve the purpose of the
study;
I.  To investigate current practice- how IT Manager/Gl@lign IT-strategy in Kenyan
banks
ii.  To examine how well they achieve it i.e. the outeom
iii.  To establish any challenges encountered givendimplexity of IT —strategy alignment

as a goal.

The study shows that majority of the respondentdersiood the business and IT
objectives of their organization to a great. Thispaevealed that they participated in business
and IT planning of their organization to a greateek Further, majority of the respondent
revealed that IT contributed to overall businesnplin their firms to a great extent. However,
the study found out that the IT personnel undedstenof the context of the business plans
developed in their organization was to a moderatent. The respondents also revealed that
their firm had streamlined its most critical busigeand IT processes to support its overall
business strategy to a moderate extent. On the b#mel, most of the respondents indicated that

the firm had aligned its IT operational plans witle overall business strategy to a low extent.

The study also shows that the IT managers had \ahialignment of IT to business
contribution to a great extent. Majority of the pemsdents indicated that the management
perceived IT department as a contributor to achmgalignment of IT to business objectives to a
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great extent. They also revealed that the adoptidh contributed to business objectives of their
organization to a great extent. On the other handjority of the managers indicated that

adoption of IT had exposed their companies to nesiress capabilities to very great extent. In
addition they revealed that there was businesevaluexisting, new or planned IT projects to a
great extent. The study also found out that IT mgara had achieved alignment of IT to

operation excellence to a great extent this coeldattributed to the fact that IT processes in
place were effective and efficient to a great eixnrevealed by majority of the respondents
while on the other hand majority agreed to a gegédnt that the IT resources in their companies
were available throughout the period as requesiethyf the user i.e. peak time availability and

critical process uptime. Moreover, majority of thespondents revealed that the information

provided by IT was accurate and reliable to a gegtent.

On the challenges encountered in the IT alignmmajprity of the respondents indicated
to a great extent that the organizations lackedhbas strategies or knowledge of their existence
and that rapid change of technological change paseal challenge to IT and business strategy
alignment in the organizatio@n the other hand, majority of the respondentsaiedethat issues
of performance expectations for critical jobs wealigned to the organization’s strategy to a
moderate extent. Lack of awareness of the needlifptment of IT to business strategy posed as
a challenge to IT and business strategy alignmerthé organization to a moderate extent.
Moreover most respondents were moderate that thiasea challenge in streamlining the most
critical business processes to support implememtatf corporate. However, inability to identify
the organization's core competence (what gives themompetitive advantage over other banks)
acted as a challenge to IT and business strategyynatnt in the organization to a low extent
according to majority of the respondents while latkndustry and business knowledge posed as

a challenge to IT and business strategy alignnmetiitd organization only to a low extent.

The overall, the study found out that the studyshthat IT alignment in the Kenya Commercial
banks had achieved business contribution and opeahiexcellence to a great extent.
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5.3 Conclusions
The purpose of the study was to investigate théestges of it alignment to business

strategy. The following conclusions were made basethe summary of the findings:

Alignment of IT to business objectives is claimedenefit organizations. These benefits would
include gaining competitive advantage above the pmiitors, improved performance, faster
decision making, growth in revenue and innovatind ereativity. Henderson and Venkatraman
(1993) revealed that inability to realize valuenfrdT investment is, in part, due to the lack of
alignment between the business and IT strategi¢seobrganization. However, Ciborra (1997)
argued that the dominating and rational top-dowamping approaches to strategic alignment
within IT do not reflect the practices that can bbserved in actual organizations and
management behavior. He also claims that alignmeodels are theoretical abstractions that
only exist in an “objective” world. Ciborra argumnteas also against this study which shows that
there were observeable changes in the banks suampasved performance, faster decision
making, growth in revenue and innovation and cvégtidue to IT alignment in the

organizations.

The study also established that IT Manager/ClO’sleustood the business and IT
objectives of their organization and hence theyigipated in business and IT planning of their
organization. They were aware that IT contributec tgreat extent to overall business plans in
their firms. However, the IT personnel did not yulinderstand the context of the business plans
developed in their organization. This could alsotbe reason why the firms had not fully
streamlined their most critical business and ITcpsses to support its overall business strategy
as well as aligning its IT operational plans witle bverall business strategy. Alignment of IT to
business objectives also improved operational é&wet such that the processes in place were
effective and efficient and ensured that IT resesrin the organizations were available
throughout the period as requested for by the useslso guaranteed that the information
provided by IT was accurate and reliable. Thikasvever in contrast with Ciborra (1997) who
argued that the dominating and rational top-dowamping approaches to strategic alignment
within IT do not reflect the practices that can bbserved in actual organizations and

management behavior. However, in our study it wataldished that there were reflection of
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change of practices for example, the IT Manager/€articipated in business and IT planning
and also contributed to a great extent to ovenadiiriess plans in their firms because of the IT

alignment strategies in the organization.

Alignment is almost a must for banks; this is mpiecause they deal with finance which is
easily digitized.

Some of the challenges facing the companies afeuman resources such as high staff
turnover, difficulties in attracting talented. Onjggations also lacked business strategies or
knowledge of their existence amid being affectedh®yrapid change of technological change.
There was also lack of awareness of the need fgnraknt of IT to business strategy. Other
challenges established were business Vs IT menttitl the fact that most organizations had

not aligned their operational plans with overalipmmrate strategy.

The study established that Kenya Commercial bamkkddopted IT strategy alignment to
their business and it was revealed that managetkisnbank had achieved IT alignment in
business contribution and operational excellencaigh the were challenges such as lack of
business strategy or knowledge of its existemee rapid rate of technological change that
affected the IT alignment processes in the bankerd has been observable technological
change in the operations of the Kenyan commeraak$ and especially the modern move

towards mobile banking (M-Banking).

5.4Recommendation

IT organizations seeking to improve their strateglgnment and performances should
consider the following: Understand business siiaté executives do not articulate the business
strategy clearly or IT is not actively integratedol the business; it is unlikely IT leadership will
understand or be able to align with the stratelggtablish organizational objectives- when an IT
organization focuses on adding business value witlestablish or confirming its alignment
model and objectives, it risks becoming fragmenged it attempts to move in multiple,
counterproductive directions. Determine the besiTileaders need to recognize that alignment
it's not one size fit all and the practices thaalge alignment with one organization, may not

apply to another. Even if they are both within sangkistry and same size. Assess alignment- As
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business objectives change; it is possible thdighament and model will need to be modified as
well. IT and business leaders should monitor tséiategic alignment continually and assess

whether changes need to occur.

The top level management teams must become andrramelved in communicating,
illustrating, and reinforcing the value and resuts IT/business alignment, using market,
product, and other information results. The exeeuthould also lead and be involved in
educating as well as working with project levelnisato educate, reinforce, and reward business
unit/division and group efforts and results thagraland implement IT/business enterprise
strategy at their level of involvement. Finally,ing surveys and interview results such as this
study might provide a “wake up” call and a basis fdanning integration tactics for
organizational teams at all levels. There is aleednfor IT audit engagement. It is ideal for
businesses looking to accelerate or prioritize gfiable IT organizational alignment and IT

improvement process.

5.5 Suggestion for further studies

The research recommends the following areas fondustudies:

1. The researcher suggests that for effective condustudy on the challenges of IT
alignment to business strategy, a replicate stwdgaried out in the larger population in
other financial institutions. Probably a case studgtlepth approach would uncover more.

2. A structured questionnaire targeting IT or strateigyelopment managers was used to
collect data. The researcher suggests that futuckes be conducted using an interview
guide and involving the respondents into discussidrhis would help the researcher
direct the conversation toward the topics and ssurelT alignment to business strategy
and remedies to the challenges faced. The sangaesbould also be increased to cover

more management staff.
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APPENDICES

Appendix 1: Questionnaire

PART A: PERSONAL INFORMATION

. Name (optional) .........cocoeiviiinnann .

2. Designation of the respondent...................cooevennnn.

. Age
18-30 [ ] 3145 [ ]
46-60 [ ] Over60 [ |

. Gender

Male I:I Female |:|

. Marital status

Single ] Married [ |

. Number of years in the company?

0-4 years I:I 5-7 I:I
710 ] Over10 [ |

. What's your highest academic qualification
Degrees [] Masters [] PhD []
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PART B SPECIFIC OBJECTIVES

8. On a scale of 1 to 5 where 1 = most important befit and 5 = not at all indicate the

importance of the benefits of information technolog (IT) to your organization.
1 2 3 4 5

a) Competitive advantage
b) Improved performance
c) Faster Decision making
d) Corporate reputation

e) Growth in revenue [ ] [ ] [ ] [ ] [ ]
f) Employee retention and satisfaction [ ] [T 1 [1

g) Innovation and creativity (1 (1 [1 T[]

Others-(specify)
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9. The following questions are to investigate the cuent practices of how IT
manager/CIO’s align IT-business strategy in KenyaKindly Rate each criteria based onthe
level of evidence that you see. Record a rating for each in the “Rangs” Column. Use this
Rating Scale.Where 1 is to a very great extent, 2 ito a great extent, 3 is to a moderate

extent, 4 is to a low extent and 5 is to no extent.

To what extent dogu understand the bimess and IT objectives of your

organization?

To what extent dgou participate in business and IT planning in your

organization?

To what extent do you understand the context obtleness plans developed in

the organization?

To what extent does the IT contribute to overa8libess plan in your firm?

Has your firm aligned its IT operational plans witle overall business strategy?

Has your firm streamlined its most critical busmesd IT processes to support its

overall business strategy?
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10. To what extent do you achieve alignment of ITo business objectives in your

organization in the following areas?

User orientation

How do users perceive IT department?

Does IT meet user expectations?

Does your organization have a backlog of pendingu@&ries from users?

Has IT adequately interfaced with both internal artkrnal users?

Do users have challenge in using IT to get solstioiten?

Business contribution

How does management perceive IT department?

Has adoption of IT contributed to business objedigf your organization?

(cost savings, etc)

Does adoption of IT expose your company to newriass capabilities?

Is there any business value for existing, new anpéd IT projects?

Operational excellence

Are the IT processes in place effective and effitte

Are the IT resources available throughout the geremuested for by the
users? i.e. peak time availability and criticalga®es uptime

Is the information provided by IT accurate andaielle?

Future orientation

How well do you think IT will enable your organi&a to meet future

needs?

Will IT help address customer needs collected esearch and development

in your organization?

Is there need for further training of IT staff teln your company take up

future or existing opportunities via IT channel?

Does IT experience challenges in human resouragsasihigh staff

turnover, difficulties in attracting talent, etc?
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11. To what extent do the following factors act aa challenge to IT and business strategy
alignment in the organization? Where 1 is to a vergreat extent, 2 is to a great extent, 3 is

to a moderate extent, 4 is to a low extent and 518 no extent.

Lack of business strategy or knowledge of its exisé

Organization structural barriers

Lack of awareness of the need for alignment oblbusiness strategy

Difficulty in communicating and understanding IT

Lack of goodwill from senior management

Rapid rate of technological change

Business Vs. IT mentality

Inability to identify your organization’s core coetence( what gives you competitive

advantage over other banks)

Your organization has not aligned operational plaitls overall corporate strategy

Challenge in streamlining the most critical busghpsocesses to support implementation

of corporate strategy.

There is a no clearly articulated business cadestigports your organization’s strategy

Issues of performance expectations for criticalsj@ve aligned to the organization’s

strategy

Lack of industry and business knowledge

Thanks again for your time
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Appendix 2: List of Commercial Banks

Over kshs. 15 Billion gross assets

1.

© N o 0o B~ Wb

Family Bank
Equity Bank

KCB

CFC Stanbic Bank
Barclays
Co-operative Bank
StanChart

N IC Bank

Between kshs 5 Billion and kshs. 15 Billion grassets

1. ABC Bank

2. CBA

3. Chase Bank
4. Citibank Ltd

5. Bank of Africa Ltd

6. Diamond Trust Bank
7. Consolidated Bank
8. National Bank

9. Imperial Bank (K) Ltd
10. Prime Bank Limited
11. 1&M Bank

12. Housing Finance

13. GULF Bank

14. Habib Bank AG Zurich
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Below kshs 5 Billion

15

16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.

Bank of Baroda
Bank Of India
Jamii Bora Bank
Credit Bank Ltd
Development Bank
Dubai Bank

ECO Bank
Equatorial Bank
Fidelity Bank Ltd
Fina Bank Ltd

First Community Bank
Giro Bank Ltd
Guardian Bank Ltd
Habib Bank Ltd
K-Rep Bank Ltd
Middle East Bank
Oriental Bank
Paramount Bank
UAB

Victoria Bank
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