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Abstract: Firms want their information systems (IS) to not just work but to be effective and efficient. Thus firms need to manage their 1S. Thus,
it is crucial for SMEs to adopt information system to enhance their business operations capability and efficiency. Nevertheless, SMEs limited
resources to implement information systems have been one of the critical barriers that hindered the adoption of information systems. Moreover,
unlike large firms, small and medium-sized (SME) firms are faced with many challenges in implementations of IS. Previous IS studies have
given more attention to large firms without much effort to small firms. Therefore, this study is to investigate the determinants of strategic
information system on firm performance of Kenyan SMEs. The study was conducted in SME in Nairobi County. Structured questionnaires were
used to collect primary data. Data was analyzed using descriptive statistics such as frequencies, percentage, means and inferential statistics such
as Pearson correlation and multiple regression models. The findings are of relevance for SME successful implementation of IS particularly
when we consider that Small and Medium Enterprises (SMEs) in Kenya has been targeted as a mechanism in generating domestic-led

investment to stimulate economic development.
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I. INTRODUCTION

Information Technology (IT) adoption is an important
field of study in a number of areas, which include small and
medium-sized enterprises. Due to the numerous advantages
of IT, SMEs are trying to adopt strategic information system
(SIS) to support their businesses [1].There has been a higher
dependency of business on Information Systems in daily
operations, thus, SMEs need to pay more attention to the
implementation of strategic information systems which aims
to facilitate the achievement of the organization's business
goals [2].

Accordingly, there is an increasing consciousness of the
necessity to derive profit through investment in IT within
SMEs. IT tools can significantly assist SMEs by supplying
the required infrastructure, which is necessary for providing
appropriate types of information at the right time. IT can
also provide SMEs with competitiveness through
integration  between supply chain partners and inter-
organizational functions, as well as by providing critical
information [3]. However, IT adoption by SMEs differs from
larger organizations because of their specific characteristics,
such as resources constraints [1]. In addition [4] showed that
only a small number of studies focused on the adoption and
use of IS in SMEs. In support, [5] IS practices among the
smaller firms have received somewnhat limited attention in
previous works. Moreover, it has been found that in spite of
the exponential growth of IT within SMEs, the rate of SIS
adoption by these businesses has remained relatively low [6],
and large organizations have noticeably profited more than
SMEs in both IT-enabled improved sale and costs savings
[7]. In looking for reasons for such differences in IT adoption
in SMEs, unique characteristics of these businesses can be
highlighted.

SMEs generally have limited access to market
information and suffer from globalization constraint [8]. A
tendency to employ generalists rather than specialists,
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reliance on short-term planning, informal and dynamic
strategies and decision-making  process, plus an
unwillingness to develop and the use of standard
operating procedures are other distinctive characteristics of
SMEs [9]. However, Compared with large organizations,
SMEs are relatively weaker at various levels (i.e.,
organizational, managerial, technological, individual and
environmental). Therefore, IT adoption and usage in SMEs is
at a disadvantage [10].

Small and Medium Enterprises (SMES) in Kenya have
reluctantly laid focus on information system which has
hampered growth in most firms resulting in stagnancy. Like
the rest of Africa, SMEs in Kenya are faced with exertions of
malicious  organizational, = managerial,  technological,
individual and environmental challenges. Consequently,
Information Communication Technology (ICT) SME firms
fail to reap the benefits of information system such as firm
growth and economic opportunities [11].

The aim of this research is to achieve a better
understanding of SIS implementations in SMEs through
explicitly and understandably exploring and identifying
factors influencing SIS implementations processes within
SMEs in developing countries. The research investigates and
reveals a number of internal and external issues pressuring
and persuading SMEs to adopt SIS solutions. Likewise,
barriers to SIS implementation in SMEs will be addressed by
reviewing and classifying SIS adoption factors.

Il.LITERATURE REVIEW

A Top Management Commitment and SIS
Implementation

In SMEs, the IT adoption process is directly affected by
top management where all decisions from daily functions to
future investments are made by them [12]. Top management
commitment affects SIS implementation because this level of
management provides information about the organization's
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strategic goals to the SIS process. Moreover, top
management may be allocated to the planning process as a
resource. In the larger firm context, many firms have
reported the significant importance of top management
commitment. For example, [13] have found that the
resources (including top management commitment) affected
SIS success. [2] also found that senior management
involvement affected the SIS success. [14], in a study of US-
based organizations reported that top management affected
environmental assessment, and environmental assessment
affected the SIS success. A number of studies have revealed
that in SMEs, the role of top management or owner/manager
is central to the enterprise, since their decision influences all
firms’ activities, both currently and in the future [15].
Similarly, and based on the upper echelon theory, prior
literature suggests that top management competence are the
significant determinants of IT wusage behavior and
performance within businesses [16].

Several factors, including management’s IT knowledge
and experiences, directly affect the process of IT adoption in
SMEs [17]. Small businesses that have adopted IT are more
likely to have CEOs who possess better positive attitudes in
IT adoption [10]. Likewise, when management has been
highly willing to implement SIS application, SMEs do not
perceive management priority on IT as a major barrier in
adopting 1S application [3]. [18] identified insufficient
attention by management to IS as one of the three main
problem areas for computing in small firms. Since top
management support and commitment are the key factors
contributing to IS success within small firms, these authors
argued that top management directly affects IS evolution
and sophistication. For success of IT in Malaysian SMEs
however, it was found that the anticipated benefits of
computerization in SMEs can only be achieved by the
existence of five conditions, including strong top
management support as the key condition [19]. In a similar
context, and interpreting the successful adoption and use of
IS/IT from the resource based theory Considering its size,
top management of the SMEs tends to have substantial roles
in most aspects of the firm decision [10]. Therefore, they
tend to have a stronger influence on SISP success. Based on
this argument, this study asserts that:

Hoi: Top management commitment has no significant
effect on SIS implementation

B. IT capability and SIS implementation

The process of IT adoption within SMEs also depends on
characteristics of marketed IS/IT itself which consist of a
cluster of factors including type, process compatibility, user
friendliness and popularity of implemented 1S, quality of
software available in market and the costs of IT [20].
For adoption of enterprise application software, easy-to-
understand and relatively long-experienced enterprise
applications are more effective in SMEs as compared
to hard-to-understand and brand-new applications. Given
that information systems and technologies are considered as
the major enablers of superior business performance, quality
of IS products available in the market (e.g., attribute of the
selected product, its reliability and usefulness) could be an
important determinant when it comes to deciding
on the adoption IS products among SMEs (Shin, 2006)
[21].
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Several prior studies on IT adoption within SMEs
found that IT adoption and usage is significantly affected by
the firm IT capability [22]. Moreover, most US businesses
have significant difficulty affording the costs of ICT tools
while 90% of these businesses consider lack of financial
resources and skills as the main barriers to ICT adoption
[23]. With regard to the financial constraints experienced by
the majority of SMEs, as well as the high start-up costs of
ICT or very expensive software or ready-to-use online
packages, it is expected that SMEs generally cannot afford
to adopt ICT or reap its benefits through the effective use of
ICT, in short or medium period of time [23].

Hoo:IT capability has no significant effect on SIS
implementation

C. External IT Consultant and SIS implementation

There is a body of research that show that the assistance of
external IT expertise, consultants and vendors and their
respective quality is one of the most important aspects of the
IT adoption process within SMEs [1]. Their professional
abilities could have positive impacts on the IT adoption
process while most SMEs suffer from a lack of
both IT experts and the hiring of external
consultants [24]. [18] pointed out that a lack of internal
expertise has seriously hindered 1S sophistication and
evolution within small firms, therefore, they must overcome
this problem through either seeking help from external
sources or developing their own internal end-user computing
skills .
According to [10] external consultants and vendors are the
main sources of external IS expertise regarding IS
implementation within small businesses. In general, the
duties undertaken by external expertise comprise IS project
management, encouraging employees to accept new systems
and overcome their fear of new technology, fulfilling
information requirements analysis of business needs, 1S user
training and recommending suitable computer hardware and
[10]. It is crucial for management to consider the fact that
external supports provided by vendors are essential for
SMEs having no sufficient IT expertise to implement these
new technologies [25].
Based on the above-mentioned viewpoints and studies, the
authors conclude that regarding the lack of IT knowledge
and internal 1T/IS experience and skills, SMEs could fill this
knowledge gap the through the use of external assistance,
such as engaging external experts and the use of vendor
assistance. The authors suggest that because of the unique
characteristics of SME resources and financial poverty,
SMEs should cautiously consider the available financial
resources for hiring external consultants since they generally
entail considerable expense. Moreover, it should be
considered that external experts’ recommendations and
suggestions might not be always a practical fit for SME
requirements if strategies and objectives of the businesses
are not sufficiently understood. As a result, a clear objective
and definition of new IT implementation within SMEs
seems to be necessary [26].
Hos:External IT Consultant has no significant effect on SIS
implementation
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11. RESEARCH METHODOLOGY

The study is intended to focus on Kenyan SMEs.
National SMEs Development Council’s (2005) classifies
firms as micro, small or medium-sized based on the number
of employees and annual sales turnover, depending on the
different nature of the firm’s operation. As for the
manufacturing sector, small firm refers to business with
employees of between 5 and 50. Meanwhile, business with
employees from 50 to 150 is classified as medium-sized firm.
According to Nairobi County there are 30252 registered
SMEs in Nairobi County, (Company Registrar, 2013). Out of
these, only 11753 SMEs are found in Nairobi’s CBD. The
unit of analysis for this study is an individual organization.
The targeted respondent is the IS manager or other member
of the top management. A self- administered postal
questionnaire was used to collect data. Variables construct
was measured by five items using 5-point Likert scale from
“Strongly disagree” to “Strongly agree” as adapted from
[27].The study sampled 387 SMES.

A. Data Analysis

Data was organized by use of descriptive statistics such
as frequency distribution tables and percentages. Descriptive
analysis such as mean, standard deviation, frequencies and
percentages was used to analyze demographics data.
Inferential statistics such as Pearson correlation and multiple
regressions were used to get the statistical inference. The
Multiple Regressions Analysis was used to determine the
nature of relationship between predictor variables and
outcome variable and also to test study hypothesis.

The regression model was expressed in mathematical
notation as follows:

V. }’=18[:| +Jg1x1+1‘9:x2 +183x3+184x4+£

Where Y = implementation of strategic information system

X 4= top management commitment
X3=IT capability

X 3= External IT Consultant

e= error term

4 = the PMSE intercept

= the model parameters

A. Study findings

1. Introduction
This chapter analyzes the data collected, presents

and interprets it accordingly. Of the total (360) distributed
questionnaires, 348 were properly filled and collected. This
amounts to 96.7% of the total respondents. Since this
Response rate is adequate enough to make the analysis, all
the discussions below are made on these groups of
respondents.

2. Descriptive and  Correlation

Analysis
The study findings in table 1 indicated correlation analysis
of variables. From the study findings it can be inferred that

© 2010-14, DARCS All Rights Reserved

top management commitment had significant and strong
positive Pearson correlation value of 0.954 significant at
0.05 (level of significance), this implies there was strong
and positive relationship between top management
commitment and  Strategic  information  system
implementation.  Further, IT capability also recorded a
significant and strong positive Pearson Correlation value of
0.953 significant at 0.05, suggesting that there existed very
strong relationship between IT capability and Strategic
information system implementation. External IT consultant
had Pearson Correlation of 0.853 significant at 0.05 (level of
significance) suggesting external IT consultant were highly
and positively correlated to Strategic information system
implementation

V. TESTING HYPOTHESIS

To establish the effect of each independent variable on
the dependent variable the study performed multiple
regression model. Results from table 2 below reported that
coefficient of determination (R2) was 0.7875. This implies
that the independent variables; top management
commitment, IT capability and external IT consultant
explained 78 percent of the total variation of implementation
of strategic information system. Suggesting that by
employing the three strategic factors into SME operation one
can be able to predict 78.75 percent implementation of
strategic information system.

Top Management Commitment has no significant effect
on SIS implementation

The findings indicated that top management commitment
significantly and positively affect implementation of SIS
(B1= 0.365), the study results are supported by [12] assertion
that IT adoption is directly affected by the top management
since they are in control of all decisions made right from
daily functions to future investments. Likewise, [13] have
found that top management commitment affected SIS
success. Cognate to study findings, [28], provided evidence
that top management support and commitment towards IS/IT
adoption is one of the key cornerstones of higher levels of
success and satisfaction with 1S/IT adoption and use in
SMEs. On a similar note, [29], and [1] demonstrated that
management support towards IS/IT adoption significantly
improved IS/IT adoption success within SMEs. Therefore,
there is positive relationship between top management
commitment and SIS implementation.

IT capability has no significant effect on SIS
implementation

IT capability was also reported to affect the
implementation of SIS (B2 = 0.969), the results coincide with
[20] argument that the process of IT adoption within SMEs
also depends on characteristics of marketed IS/IT itself
which consist of a number of factors. User friendliness and
popularity of implemented IS, the type, process compatibility
and the quality of software available in the market have to be
put into consideration. According to [22], IT adoption and
usage within SMEs is significantly affected by the firm IT
capability as evidenced from the study findings. Thus, there
is a positive and significant effect between IT capability and
SIS implementation.

HO3: External IT Consultant has no significant
effect on SIS implementation

External IT consultant affects implementation of SIS with
0.787 rate of change (4= 0.787).Cognate to study findings,
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assistance of external IT expertise, consultants and vendors
and their respective quality is one of the most important
aspects of the IT adoption process within SMEs [1]. Further,
Thong et al. (1997) confirmed that external consultants and
vendors are the main sources of external IS expertise
regarding IS implementation within small businesses thus
supporting the study findings. Therefore, for SMEs having
insufficient IT expertise, the management needs to consider
the fact that external supports provided by vendors are
essential thus the need to implement these new technologies
[25].From the above findings, there is conclusive evidence
that external IT consultant has a significant effect on SIS
implementation.

VI. CONCLUSION AND RECOMMENDATION

Top management commitment

The results of this study have delivered some insights on
top management commitment and strategic information
system implementation.  Clearly, top  management
commitment has been cited by a number of studies as one of
the important factors impacting the implementation of
strategic information system.

Competitive environment in the current business world is
ever changing since there are more competitors that offer the
same products and services to customers. Therefore, it
becomes utmost necessary for top management to embrace
technological change since it will impact positively on SIS
implementation. Further, there will be improved product and
service quality, enhanced productivity, reduced cost and
satisfied customers.

IT capability

Based on the findings, IT capability plays a remarkable
role in SIS implementation. Particularly, a properly managed
IT capability leads to the continuous implementation of new
strategic information system to deliver sustainable economic

Correlation Analysis of Variables

advantage. Likewise, IT adoption and usage is significantly
affected by the firm IT capability. However, it is noted that
lack of financial resources and skills are the main barriers to
ICT adoption.

It is evident that IT capability will radically improve
SME performance and market responsiveness. It is therefore
necessary for SMEs to combine a wide array of IT skills.
Thus the path to enhance IT capability is through its human
capital. SMEs should have ICT literate individuals since it is
key in a firm’s success and in its ability to use IT to the
fullest extent possible.

External IT consultant

This study also examined the impact of external IT
consultant on SIS implementation. From the findings, the
lack of internal expertise seriously hinders IS sophistication
and evolution within small firms. Therefore, it becomes
utmost necessary to seek help from external sources or
developing their own internal end-user computing skills.
Similarly, external consultants and vendors are the main
sources of external IS expertise regarding SIS
implementation within small firms.

It is therefore necessary for SMEs to focus on
communicating the value and strategic intent for IT to end-
users through policies and procedures in order to foster short-
term and long-term efficiency. Further, IT training and
development should be enhanced by the SMEs. Training
would impact positively on the knowledge base of
employees in terms of IT, firms’ culture and policies hence
enhancing competitive advantage over its competitors and
strategic information system implementation.

Implementation
of strategic Top
information

mean SD system

External
management IT IT
commitment capability consultant

Implementation of
strategic  information

system 211 0172 1

Top management

commitment 431 1.011 0.954*
IT capability 217 1.423 0.953*

External IT consultant 2.61 0.721 0.853*

1
0.452* 1
0.481* 0.85 1
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*Two tailed significance at 5% level of significance
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Table I.  Regression Results of Strategic Factors Against Strategic information system

Unstandardized

Coefficients Standardized Coefficients

B Std. Error Beta T Sig.
Constant 5.678 6.222 0.912 0.37
Top management commitment 0.514 0.472 0.365 1.089 0.006
IT capability 1.9248 0.531 0.969 3.662 0.024
External IT consultant 1.201 0.528 0.787 2.275 0.031
R Square 0.787481
Adjusted R Square 0.754786
F 24.0855
Sig. 0.000

(1]

[2]

(3]

(4]

(5]

(6]

(71

(8]

(9]
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