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ABSTRACT
Today’s business world has been deeply influenced by Information and
Communication Technologies (ICT) and the application of ICT among business is
widespread. The general objective of this study was to assess the effect of ICT use on
performance of SMEs in Kamukunji sub-county. This study adopted a descriptive
survey research design. The target population under the study was the registered
SMEs in Kamukunji sub-county. A sample of 101 SMEs were studied, obtained using
10% of the target population. The study relied on primary data sources and secondary
data. Primary data was collected using questionnaires. Descriptive statistics were used
to analyze the data. Measures of central tendency (mean, mode and median) were
used to find how the data tended to agree while measures of variability/dispersion
(standard deviation and variance) were also used to determine the extent to which the
data varied from a central position. Qualitative data was analyzed by use of content
analysis and inferences made thereof. Data presentation was by use of frequency
tables, percentages, pie charts and bar graphs. The study deduced that the forms of IT
tools that the businesses had invested in to a good extent are mobile phones services
as shown by a mean score of 3.687. The study also established that the use of ICT led
to growth and expansion of the business. The study concluded that information and
communication technology has led to the growth of the business through volume of
sales, access to new markets, volume of service / products and allowing businesses
the capacity to handle a greater volume of work. Further, the study concluded that
ICT leads to better quality/ service in the business by increasing customer satisfaction,
allowing innovation through introduction of new product/service and improving
product/service quality. The study recommended that Small and Medium Enterprises
(SME) management should consider scanning the environment to find the latest ICT
equipment that could be useful in promoting service delivery efficiency and / or
proper product mix / choice that suits customer needs. The management should also
consider adopting variety of ICT equipment so as to be able to utilize available
communication options.
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CHAPTER ONE: INTRODUCTION
1.1 Background of the Study
The world economy is undergoing a fundamental structural change driven by the
globalization of business on the one hand and by the revolution in information and
communication technology on the other. The New Economy is the superior economic
structure that is expected to arise as an outcome of these two forces (Mattii, 2002).
With respect to emerging economies, the ICT revolution, by making more, better,
cheaper and faster exchange of information possible globally, may have the effect of
reducing the country-specific risks associated with the development of new products
and services (Rao, 2001).
Today’s business world has been deeply influenced by Information and
Communication Technologies (ICT) and the application of ICT among business is
widespread. ICT is rapidly changing global production, work, business methods, trade
and consumption patterns between enterprises and consumers. In the developed
countries including Australia and United Kingdom Small and Medium Enterprises
(SMEs) account for more than half of all business and over half of all employment
(Kazi, 2009). Nowadays small businesses are increasingly using and adopting
information and communication technology due to their cost-effectiveness and
affordability. Alberto and Fernando (2007) argued that the use of ICT can improve
business competitiveness with internet providing numerous opportunities for SMEs to
compete equally with large corporations.
In the industrialized countries almost 30 per cent of all budgets of research and
development (in both, private and public sectors) are allocated to research and
development of ICT. Existing research suggests that small and medium sized
enterprises form a dynamic and important part of the economy in most countries
(Wolf, 2001; Matthews, 2007). Moreover, according to Noor, (2009) SMEs account
for more than half of all business and over half of all employment in the developed
countries (including Australia and United Kingdom); in Europe SMEs represent
around 99 per cent of the total number of companies (Acosta, 2010). Therefore, the
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limited amount of research concerning ICT adoption and effects on SMEs has been
indication of the fact that SMEs started to use ICTs relatively recently.

Research by center for development and research on use of ICTs in economic
performance of SMEs in east Africa has shown that firms that have been able to
effectively utilize ICT can provide small firms with a strategic advantage which can
positively influence their competitiveness. The use of ICT can provide SMEs with
valuable information, increase knowledge, improve performance, improve e- relations
with customers and suppliers, increase efficiency, reduce cost of production among
others. Big businesses have taken the opportunity of ICT to a get an edge over their
competitors unlike the SMEs. There is strong evidence that ICT is the driver for
economic growth reducing production and transaction costs and helping in expansion
of market through e-advertising which helps to save time. Through this, governments
all over are driving SMEs to adopt ICT.

A number of small and medium enterprises have been increasing rapidly for the last
two decades with the majority based in the rural areas. According to the national and
small enterprise baseline survey (GoK, 2007); about 1.3 million small enterprises
were in Kenya employing about 2.4 million people. Their share to GDP was estimated
at 18.8% second to agriculture having increased from 13.8 in 1993. The Economic
strategy for wealth and employment creation 2003 – 2007 (GoK, 2007), indicates that
about 25% of all households engage in some form of small business activity with the
majority depending on their business for all household income. In 2012 the SME
segment contributed over 80% of the countries employment with majority of new jobs
being created in that sector (430,000 out of 503,000 new jobs created in 2011) and
contributes about 20% to the country’s GDP (GoK, 2012). Kamukunji Sub-county
harbours 9,775 out of 82,963 SMEs in Nairobi City County which forms a
proportionate of 12% of all SMEs in the County and the heterogeneity of SME sector
in Kamukunji Sub-County provides a better representative sample for study (Nairobi
City County 2014).
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The Government of Kenya has taken various measures to diversify the economy for
sustainable development and one of the major steps is to transform Kenya into a
digital society. The adoption of ICT will have significant positive consequences on
SMEs and consequently on the economy of Kenya. Therefore, through this research,
the effects of ICT usage on performance of SMEs in Kamukunji Sub-County will be
determined. SMEs have played a key role in economies both in developed and
developing countries in terms of turnover and level of employment. SMEs are often
seen as the seeds for a vital entrepreneurial economy, the majority of the Kenyan
workforce is employed by these SMEs. The role they play as a major source of
innovation and growth has been emphasized in contemporary research (Bravnerhjelm,
2008).
1.2 Statement of the Problem
The growth in technological advancement has had strong effect on SMEs in most
parts of the world including China and Brazil (Manyinka, 2011, Esselaar, 2006;
Higon, 2011, Brynjolfsson and Hitt, (1995, 1996), this came by as a result of
conscious Government efforts through the implementation of policies to make ICT
available to SMEs. The government of Kenya is equally making such efforts by
implementing policies to make the ICT sector more advanced through policies like
digital broadcasting-management and the laptop programme for primary school pupils
that is yet to be rolled out. The use of ICT in SMEs in Kenya still remains a challenge
to SMEs. However, in large companies like financial institutions such as banks,
insurance companies and Government Parastatals such as Kenya Revenue Authority
are harvesting greatly from investing in ICT.

The performance of SMEs that are using ICT remains unconvincing, the output levels
expected from ICT investment in such SMEs is not directly proportional to better
goods and services, expanded market and reduced cost. In developed Countries,
SMEs contribute up to 60% of the gross domestic product compared to Kenya where
the contribution is 20% (OECD, 2003). This is being attributed to lack of expertise on
proper use and management of ICT systems, rigid market that prefers traditional
methods of business and existence of middlemen within the supply chain hinders e4

business complicating effective usage of the ICTs.

Emphasis on impact of

information and communication technology on increase in productivity is an issue of
much concern to the government of Kenya. SMEs can maximize economic
possibilities and benefits if well informed ICT strategy is embraced. Therefore, the
focus of this research is to assess the degree to which the application of ICT has
affected the productivity of SMEs in Kamukunji Sub-County that harbors a good
number of SMEs.

Improved customer service can be enhanced through e-payments; e-delivery of
invoices, delivery notes and receipts and also easy prediction of forces of demand and
supply with all this benefits SMEs can take the advantage and explore new
opportunities in the market. The objective of any business is to have maximum output
using minimum input. ICT helps to cut costs of office messenger, courier services and
offers a fair security of information on the business. The challenge though remains as
the cost of installation and maintenance of ICT infrastructure.
1.3 Research Objectives
The general objective of this study was to assess the effect of ICT use on performance
of SMEs. This built into the following specific objectives:1. To establish the effects of ICT use on growth and expansion of SMEs in
Kamukunji sub-county.
2. To investigate the effect of ICT use on the quality of SMEs product/service in
Kamukunji sub-county.
3. To establish the effect of ICT use on cost efficiencies of SMEs in Kamukunji
sub-county.
1.4 Research Questions
In order to achieve the above objectives, this study sought to answer thefollowing
research questions:1. What are the effects of ICT use on growth and expansion SMEs in Kamukunji
sub-county?
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2. What are the effects of ICT use on quality of product/ service of SMEs in
Kamukunji sub-county?
3. What are the effects of ICT use on the cost of inputs and returns of SMEs in
Kamukunji sub-county?
1.5 Research Assumption
1. Information and Communication Technology affects the growth and
expansion of SMEs.
2. Information and Communication Technology affects the quality of
product/service of SMEs.
3. Information and Communication Technology affects the cost efficiencies of
SMEs.
1.6 Justification of the Study
Any business strives to earn an interest on all factors of production invested into the
business. Likewise, beyond satisfying the entrepreneurs’ interest, survival of a
business relies heavily on its position in the highly competitive and dynamic
environment. The existence and the development of organizations depend on the
achievement of adequate results in their operations and behavior. In order for an
organization to achieve such results, it needs to fulfill at least two basic conditions for
instance; to adequately use the available (given and potential) resources for the
creation of its results and to achieve results meeting the needs and requirements of the
customers (Potocan, 2006).Beyond having the right and well-motivated human
resource, ICT enhances supplies, process and systems of a business.

A well-defined supply chain and information system reduces operational costs, time
and creates a satisfied business relations environment. On the other hand, as ICT is
highly dynamic and complicated, issues of sunk costs may arise due to obsoleteness,
limited knowledge and fraudulent cases among others. For these two reasons, the
necessity of ICTs in improving business performance and the acquiring, maintenance
and competency costs involved creates the necessity why the study is important to
broaden the interest and need of enhancing adoption, secure, efficient and effective
6

use of ICTs by SMEs to enhance their competitiveness, sustainability and economic
performance.

The private sector like business associations and government have a role, and can
provide information about service available and when necessary improve coordination
of government information on the benefits of adoption and use of ICT, for example
case studies and good-practice demonstrations to tackle market failures in information
supply(OECD, 2004).
1.7 Scope of the Study
The study focused on contribution of ICTs on performance of SMEs in Kamukunji
Sub-County. The ICTs referred were those that are meant to ease in business
operations rather than being central to business itself. Kamukunji sub-county has been
picked as the case study where appropriate techniques were used to carry the study on
a sample chosen to represent the study area. The study limited itself to performance
improvement that is contributed or perceived to be contributed by adoption of ICTs
by SMEs.
1.8 Research Limitations
The study sought to investigate usage of ICTs by SMEs and impact they create on
performance. To begin with, ICTs are dynamic and form part of many resources a
given firm relies on to enhance performance. Secondly, SMEs are vaguely defined
with the definition being borrowed from developed economies case and locally from a
definition that also addresses Micro enterprises. Thirdly, performance of any firm,
depends on many other factors and sector of operations may be hardly be accentuated
to ICTs.

The need to conduct a reconnaissance study and select a representative sample, is
faced by limitations of time, financial resources, identification and classification of
SMEs by sector and finally, exclusive quantification of impacts of the adopted ICTs
to performance of these SMEs.
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CHAPTER TWO: LITERATURE REVIEW
2.1 Introduction
This chapter reviewed previous theories on ICT use in SMEs, studies on ICT use and
SME performance; it also gives empirical studies and their findings on ICT use in
SMEs and the conceptual framework that the study will adopt.
2.2 Theoretical Framework:
There are a number of existing prominent theoretical models that explain specifically
the usage of ICT; in this study the theory of Technology Acceptance Model is
reviewed.

Technology acceptance model (TAM) is designed to explain determinants of user
acceptance of a wide range of end-user computing technologies (Davis, 1989). In
addition, TAM is not only parsimonious but also can provide empirical support to
explain determinants of ICT usage (Agarwal and Prasad, 1999). It claims that user’s
adoption of ICT is determined by intention to use, which in turn is driven by the
user’s attitude and belief about the system. TAM further explains that perceived
usefulness and perceived ease of use are helpful in explaining difference in users’
intention (Davis, 1989). In short, it can be concluded that TAM emphasizes on three
factors that can influence usage of technology, namely attitude, perceive usefulness
and perceive ease of use. Attitude is a mental and neural state of readiness, organized
through experience. Exerting a directive or dynamic influence upon the individual’s
response to all objects and situations with which it is related (Horne, 1985).
Davis, (1989) defined perceived usefulness as the degree to which a person believes
that using a particular information systems would enhance his or her job performance.
In this study, perceived usefulness is defined to the extent to which ICT usage would
be useful in improving the performance of SMEs. Davis (1989) defined perceived
ease of use as the degree to which a person believes that using a particular
information system would be free of effort attitude usually will lead to increase ICT
usage while negative attitude will results in reluctant to use ICT (Zhang & Aikman,
2009).
8

Mahmood, (2000) where they stressed that attitude is an important part of ICT usage
mainly because a positive attitude is usually an indicative of technology acceptance,
thus will strengthen the people believe that ICT will assist and enhance his or her
tasks performance. According to (Meso & Musa, 2008), perceived usefulness and
perceived ease of use, greater reliability of the technology and easier access to ICT
are the factors that contribute towards greater use of ICT. Furthermore, the available
literatures provide evidence on the influence of perceived usefulness on intention to
use ICT (Venkatesh & Morris, 2000; Argawal & Prasad, 1999). Besides, there has
been extensive research that explores the relationship between perceived ease of use
and intention to use ICT (Venkatesh & Davis, 1996). Interestingly, when a
community perceived that ICT is useful, it will create a sustainable usage of ICT
among the community (Rogers, 2003). Rogers (2003), furthermore explained that the
perceived benefits must exist and continuous. In order for ICT to be perceived useful
it must be low cost, has the ability to reach wider market, able to gather large
information within a short time and lower cost of sending email (Laudon & Laudon,
2000). Technology acceptance model opens ways for better use of ICT which creates
avenues for better performance of SMEs; Conservativeness in Communication can
therefore be broken by the TAM model as one of the factors for technology use is
perceived performance
2.3 Empirical Review
2.3.1 ICT use and SME Performance
Usually, performance is a measure of how well a process achieves its purpose.Moulin,
(2003) defines an organization’s performance as “how well the organization is
managed”

and

“the

value

the

organization delivers

for

customers

and

otherstakeholders.” ICT is having a significant impact on the operations of business
enterprises and is claimed to be essential for the survival and growth of nations'
economies (Stephen, 2007).
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Dalrymple, (2004) lists profitability, financial management, productivity, investment,
growth, customer service, supplier management, innovation, people management and
people satisfaction as some of performance measures of an SME. As is the case wit h
all technologies, small businesses are slower thanlarge ones to adopt new ICTs
(OECD, 2004). Information and Communication Technology influences flexibility of
the organizations and companies, use of ICT increase the tendency of companies to
perform better in market due to easier differentiation of products and services. OlloLopez and Aramendia-Muneta, (2012) state that ICT adoption seems to have a
positive effect on productivity, directly as well as indirectly, depending on the sectors
and to have great potential to support a sustainable development. Furthermore, the use
of e-mail, e-commerce, and social media network has significantly cut down on the
physical transportation involved in sending mail, banking, advertising and buying
goods (Manochehri, Al-Esmail & Ashrafi, 2012).

According to Brynjolfsson and Hitt (2000), ICTs can enhance enterprise performance
through indirect cost savings such as labour costs and increased labour productivity,
and direct cost reduction of firm’s input such as information costs. On top of these
short-run impacts of ICT adoption in the production process, the use of ICTs in the
transaction process can foster input and output market expansion. However, in the
long run, ICT may have an even bigger impact as it can completely restructure the
production process and transaction methods, increase flexibility and improve outputs.
ICT is clearly considered as a key growth area in this century, specifically, in a
dynamic business and highly competition environment which requires utilizing
advanced ICT to improve efficiency and cost effectiveness, and to present high
quality products and services to their customers (Allen and Morton, 2004). UNDP,
(2001) claimed that ICT is considered as a tool of marketing and contacting customers
and looking for possible customers, as well as presenting ICT services is
distinguished as a potential service for customers (Werthner, and Klein, 2005).

Adeosun, (2009) state that the use of ICT enables strategic management,
communication,

collaboration,

information
10

access,

decision

making,

data

management and knowledge management in organizations. ICT causes fundamental
changes in the nature and application of technology in businesses. ICT can provide
powerful strategic and tactical tools for organizations, which, if properly applied and
used, could bring great advantages in promoting and strengthening their
competitiveness (Buhalis, 2004). Hengst and Sol (2001), state that ICT enables
organizations to decrease costs and increase capabilities and thus assist to shape interorganizational coordination. The use of ICT can assist to lower coordination cost and
increase outsourcing in organizations. ICT is used to exchange information and it
provides a medium for learning. Ramsey (2003) noted that organizations generally
stand to gain from ICT in areas such as reduced transaction costs, information
gathering and dissemination, inventory control, and quality control.

Cost effectiveness and flexibility are critical assets contributed by ICT in this process,
as they assist cost reductions and maximize efficiency. The influence of ICT on SMEs
is pervasive, as information is critical for both day-to-day operations as well as the
strategic management of organizations. On the strategic level, SMEs have to
continuously assess all elements of their external environment, as well as their
competition and customer needs, and consequently, adapt themselves in order to
enhance their competitiveness (Kevin, 2006).
2.3.2 ICT use and SME growth and expansion
Information and communication technology plays a key role in market access and is
the main core of any marketing system. Market access in developing countries is a
major challenge to small businesses due to market imperfections that can be attributed
to lack of market information, lack of linkages between the actors in the supply chain,
distortions or absence of input and output markets, high transaction cost and high
presence of trade intermediaries. Different strategies exist for improving market
access of which the use of ICT is one. Strategies that enhance market access greatly
impacts on the performance of small enterprises (Shepherd, 2007). Potential benefits
of ICT to SMEs include enhancing efficiency, reducing costs and broadening the
market both locally and globally, empowering SMEs to participate in the knowledge
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economy by facilitating connectivity; helping to create and deliver products and
services on a global scale and providing access to new markets (Chyau, 2005).
ICT can significantly impact the market –oriented dimensions of products and
services (Ritchie &Bridley, 2005). Market –oriented ICT include websites which
display the goods, services and information of a firm on the world wide-web
(WWW). It can also integrate the e-commerce functionality, such as offering the
ability to place orders. The www is a powerful platform for expanding and reaching
new markets for SMEs while the Internet is critical in enhancing a firm's market reach
and operational efficiency. ICT offers SMEs flexibility in trading by enabling 24
hours of trading, borderless market space and leverage SMEs to compete against
larger enterprises on the same platform. In addition, ICT facilitates remote access to
knowledge, suppliers and a borderless environment, offering SMEs the ability to
deliver products and services on a different platform that is easily accessible.
Information and Communication Technology can be used to reduce barriers of entry
into different market segments exposing SMEs to a wider customer base (Lloyd &
Kroeze, 2008).

Mutula and Van Brakel (2006) noted that ICTs, especially the internet, have a
signiﬁcant impact on the operations of SMEs by facilitating their access to global
markets, enabling them to sell to international customers, and to compete favourably
with large corporations. Strategic use of ICTs is viewed as near solutions to firm’s
problems. ICT has the potential to reduce the impacts of distance, reduce transaction
costs, be used in information gathering and dissemination, inventory control, and
quality control. Information and Communication Technology can enable SMEs to
participate in the regional and international markets which are strategic for
competitiveness, growth and further development (Ramsey, 2003).

Access to global markets offers a host of business opportunities, such as new niche
markets; possibilities to exploit economies of scale, the upgrading of technological
capability; and ways of spreading risks (OECD, 2000). Internet based technologies
12

provide small firms the Opportunity to effectively overcome the limitations of size
and compete and/or in larger markets with bigger sized establishments. There is some
evidence to suggest that the Internet has increased international opportunities for
SMEs (Hanna, 2010).
2.3.3 ICT use and Quality of Goods and Services
Information and Communication Technology play an important role in enabling
innovation. Gago and Rubalcaba (2007) find that businesses which invest in ICT,
particularly those which regard their investment as very important, are significantly
more likely to engage in good and service innovation. Van Leeuwen (2008) linked
ICT use and investment with firm performance and find that e-commerce and
broadband use affect productivity significantly through their effect on innovation
output. Polder, (2009) finds that ICT investment is important for all types of
innovation in services, while it plays a limited role in manufacturing, being only
marginally significant for organizational innovation.

In contrast, the findings by (Spieza, 2011), support the hypothesis that ICT act an
enabler of innovation, in particular for product and marketing innovation, both in
manufacturing and services. Sterlacchini and Lucchetti’s (2004) found out that
market-oriented ICT like (Web page, e-commerce and marketing management
software or client relationship manager) represent an important source of acquisition
and generation of market information.

Regarding product innovation processes, ICT can be seen as a key element as they
encourage the generation of market knowledge by putting at the business’ disposal the
necessary tools for the treatment, management, analysis and storing of information.
Thus, information derived from the analysis of data obtained is stored and treated,
provoking the development of the learning process and the subsequent creation of
knowledge (Vilaseca, Torrent & Jiménez 2007). For instance, a client relationship
manager system might be particularly useful for successful product innovations as its
data offers a complete picture of the customers’ wants and needs. In general, this
knowledge of customers’ preferences is expected to shape the firms’ innovation
13

success (Joshi & Sharma, 2004). Therefore, firms with client relationship manager
system systems in use should experience significant advantages in product
enhancement and design as they can stick to a rich database of customer information
and adjust their production accordingly (Engelstätter, 2009).
2.3.4 ICT use and SME Cost Efficiencies
ICT also has the ability to transform global and local markets to become more
efficient. Electronically mediated markets greatly impacts on the cost, speed and
transparency of market-based transactions. As a result lower transaction cost and
increased reach result in up to 15% lower costs to consumers, and up to 20% lower
costs in business procurement. Business-to-business (B2B) net-based transactions are
transforming supply chains across the globe, leading to the rise of new channels or
net-based intermediaries, and enabling SMEs to pool resources and auction or
collectively supply large multinationalsMarket prices act as coordinating signals for
producers and consumers, where sources of information are limited basic ICT could
play a major role in creating efficient markets, improving producer practices and
speeding innovation, through the provision of information on market prices (Hanna,
2010).

Information and communication technology causes fast accessibility to the market,
increases selection power, improves communication, facilitates identification of
markets, improves marketing and reduces business transaction costs. From a Survey
conducted in Kenya and Tanzania (Matambalya & Wolf, 2007); SMEs that used
different forms of ICT rated their effects mostly positive. On top were telephone and
computer applications that are assumed by 88% and 76% of users to considerably
increase management efficiency and competitiveness respectively. Mobile phones are
considered to contribute significantly to regional market expansion by most
enterprises followed by fixed phones and faxes. ICT has a proven role in enabling
SMEs to increase their productivity and access information and markets, but remain
unaffordable (Minges, 2003; OECD, 2000).
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2.4 Summary and Gaps to be filled by the Study
Information and Communication Technology offers benefits for a wide range of
business processes and improves gaps in information and knowledge management
within the firm, leading to better performance. Firms can manage their processes more
efficiently and, as a consequence, they increase their operational efficiency.
Moreover, ICT reduces the coordination costs of the firm because of lower
procurement and inventory costs and closer coordination with suppliers (OECD,
2013). In addition, communication based on ICT and the internet can also improve
external communication, reducing the inefficiencies resulting from lack of
coordination between firms, and increasing the speed and reliability of information
processing and transfer. In general, ICT reduces transaction and coordination costs,
maximizing the value of transactions (OECD, 2004).

Lichtenberg and Brynjolfsson (1995) offer empirical evidence of positive effect of
ICT in filling the following gaps in SMEs performance; these gaps include better
organisational expansion, product and strategic growth, customer satisfaction, product
quality and new products. In general, all studies analyzed contain the idea that, to
achieve a more competitive position, the SMEs should complement ICT investments
with an appropriate use of these technologies, for which, implicitly, complementary
resources are required. According to (Soh and Markus,1995), we can establish three
different processes that include, first, the conversion process in which ICT
expenditures are converted to ICT assets; second, the ICT use process, where a higher
or lower effect of ICT is obtained depending on the appropriate or inappropriate use
of these technologies; and finally, the authors highlight the importance of the
competitive process, in which any number of factors beyond the firms control may
realize failure of improved organizational performance. These three processes, and the
integration of the complementarities model, are shown in the figure below.
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ICT management and competitive position process
Source: Adapted from Soh and Markus (1997)
2.5 Conceptual Framework
This is a precise presentation of ideas and key words in research objectives. This
involves lexical and operational definition and a description of how a concept will be
measured. The study seeks to investigate usage of ICTs and their impact to
performance of SMEs, usage of ICTs relates to adoption and incorporation of various
technologies that ease in generation of business related information and enhance
communication within the business environment. Impact of these technologies is
taken to be both positive and negative. While these technologies have eased and
ensured efficient and effective management of SMEs, they have their involved costs
which may otherwise harm performance of business operations. Business operations
relate to activities that define a firm’s value and supply chain. It encompasses
interaction of all stakeholders involved and resources employed both in internal and
external environments of a firm. Resources employed range from financial, time,
human, expertise and ICTs. ICTs are dynamic and highly varied, ranging from those
for an individual’s life, SMEs and Large organizations operating in different
geographical areas including multinationals. They perform multiple and critical
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functions in a firm. ICTs have and are changing the operations of any firm at a
surprising rate. While they have been taken to be a necessity, ICTs have also point
and operational costs involved in their adoption and use.

Independent variable

Dependent variable
Growth and Expansion
Product growth
Strategic growth
Sales growth
Organization expansion
Improvement in supply chain
International communication
Market opportunities

ICT use in SMES
Mobile phones
Computers
Websites
Computer networks
Internet
Copiers, printers and scanners
Surveillance gadgets
Wireless SME microphones
Online social media, you tube,
twitter, whatsapp and facebook
TVS and VCD/DVDS

Products/Services
Product
quality
Sales
growth
New product/ service
Customer satisfaction

Cost Efficiencies
Transportation costs
Operational Costs
Communication Costs
Security Costs
Increased Revenue

Figure 2. 1: Conceptual Framework

Expenses
Rate of return

Source: Researcher (2014)
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CHAPTER THREE: RESEARCH METHODOLOGY
3.1 Introduction
This chapter outlines the research design and methodology that was used in the study.
It described the population to be studied, area of study and the sampling design used.
It also discussed the data collection and analysis techniques.
3.2 Research Design
The study adopted a descriptive survey research design. The design aimed to describe
the essential findings in a rigorous way that was free from distortion and bias (Jones,
2010). Descriptive studies helped to discover new meaning, described what existed,
verified the rate at which something occurred, and categorised the information. Thus
the researcher chose this design for the study as it facilitated the precise actions the
researcher aimed to achieve such as identifying any issues with current practice or
justifying current practice.
3.2.1 Target Population
The target population under the study was the registered SMEs in Kamukunji subcounty, of the registered SMEs in Kenya an estimated 82,963 registered SMEs are
located in Nairobi City County and 9,775 in Kamukunji Sub-County (Nairobi County
Council, 2014). However the study targeted the SMEs in selected categories as
tabulated below.
Table 3.1 Obtaining a Study Sample
SME Category

Frequency

Percentage

Number

M-pesa and Bank agents

439

439/1041×100

43

Electronic Shops

67

67/1041×100

6

Boutique Shops

136

136/1041×100

13

Restaurants

100

100/1041×100

10

Hardware shops

299

299/938×100

29

Total

1041

100%

101
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3.2.2 Sampling Procedure and Sample Size
The sample was selected from the list of registered SMEs operating in Kamukunji
Sub-County data obtained from the Nairobi City County Council. A sample of 101
SMEs was studied, obtained using 10% of the target population. Stratified random
sampling was used to identify the respondents among the SMEs. In order to carry out
a scientific study, convenience sampling was used to identify the respondents of each
stratum.
Table 3.2 The Study Sample
Selected SME

Number

10% of the total

M-pesa and bank agents

439

43

Electronic Shops

67

6

Boutique shops

136

13

Restaurants

100

10

Hardware shops

299

29

Total

1041

101

3.3 Data Sources and Instruments
The study relied on primary data sources and secondary data. Primary data was
collected using questionnaires. A questionnaire was used because it is more objective
and convenient to both the researcher and the respondent as it was administered
through drop and pick method. Secondary source of data for the study included
libraries, business articles and journals, internet sources, and SMEs published articles
that were directly related the study area.
3.3.1 Validity and Reliabi1ity of Research Instruments
In order to establish the content validity of a measuring instrument, the researcher
identified the overall content to be represented. Items were then randomly chosen
from the content accurately to represent the information in all areas. By using this
method the researcher obtained a group of items which were representative of the
content of the trait or property measured. Experts in the field of study were also used
to identify a content area and also helped to advice where applicable. This facilitated
the necessary revision and modification of the research instrument. A pilot study was
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conducted on some SMEs to enable the researcher to be familiar with research content
and location as well as administration procedure in order to identify items that
required modification.
The reliability of a research instrument concerned the extent to which the instrument
was consistent. Although unreliability was always present to a certain extent, there
was generally a good deal of consistency in the results of a quality instrument
gathered at different times.
3.3.2 Data Analysis and Presentation
Data analysis involved reducing the accumulated data to a manageable size,
developing summaries, looking for patterns, and applying statistical techniques to
generate information that was used to answer the research questions of the study and
present results in understandable and convincing manner.

Descriptive statistics were used to analyze the data. Measures of central tendency
(mean, mode and median) were used to find how the data tended to agree while
measures of variability/dispersion (standard deviation and variance) were also used to
determine the extent to which the data varied from a central position. Qualitative data
was analyzed by use of content analysis and inferences made thereof. Data
presentation was by use of frequency tables, percentages, pie charts and bar graphs.
3.4 Research Ethics
The research ensured that all information gathered was treated with utmost
confidentiality and for academic purposes only. Data collection process was adhered
to high standards of moral and legal principles respecting target respondents views
and levels of cooperation. Formal procedures and communication channels was used
during data collection.

The objective of the study and presence or absence of

accruing benefits was clearly spelt out to the respondents before data collection for
the purpose of transparency.
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CHAPTER FOUR: RESEARCH FINDINGS AND DISCUSSIONS
4.1 Introduction
This chapter focused on data analysis, interpretation and presentation. The chapter
covers the demographic characteristics, impact of ICT use on growth and expansion
SMEs in Kamukunji sub-county, impact of ICT use on quality of product/ service of
SMEs in Kamukunji sub-county and impact of ICT use on the cost of inputs and
returns of SMEs in Kamukunji sub-county.
4.1.1 Response Rate
This research study had a sample size of one hundred and one (101) respondents from
the five strata. Out of this sample size, 100 questionnaires were filled and returned to
the researcher which represents a sample size of 99.0% response rate. This response
rate was excellent and conforms to Mugenda and Mugenda (1999) stipulation that a
response rate of 50% is adequate for analysis and reporting; a rate of 60% is good and
a response rate of 70% and over is excellent. This commendable response rate can be
attributed to the data collection procedure, where the researcher personally
administered questionnaires and kept reminding the respondents to fill in the
questionnaires through frequent phone calls and picked the questionnaires once fully
filled.
4.2 Demographic Characteristics
The demographic characteristics of the SMEs were investigated in the first section of
the questionnaire. They are presented in this section under position held in business,
number of employees in the business, age of the business and average turnover.
Table 4. 1: Position held in business
Frequency

Percent

Business owner

35

35.0

Employee

49

49.0

Family

16

16.0

Total

100

100

According to the findings in Table 4.1, majority of the respondents (49.0%) were
employees, 35.0% were business owners while 16.0% were family.
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Table 4. 2: Number of employees in the business
Frequency

Percent

0-50

59

59.0

50-100

32

32.0

100-150

7

7.0

150-200

2

2.0

100

100.0

Total

From the findings in Table 4.2, majority of the businesses (59.0%) had 0-50
employees, 32.0% had 50-100 employees, and 7.0% had 100-150 employees while
2.0% had 150-200 employees.
Table 4. 3: Age of the business
Frequency

Percent

0-2 years

20

20.0

2-5 years

48

48.0

5-10 years

27

27.0

10 years and above

5

5.0

100

100.0

Total

According to the findings in table 4.3, 48.0% of the businesses were aged 2-5 years,
27.0% were aged 5-10 years, 20.30% were aged 0-2 years while 5.0% of the
businesses were aged 10 years and above.
Table 4. 4: Average turnover annually in Kshs
Frequency

Percent

0-50000

2

2.0

50000-100000

7

7.0

100000-150000

24

24.0

150000-200000

29

29.0

200000-250000

25

25.0

250000 and above

13

13.0

Total

100

100.0
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From the findings in Table 4.4, 29.0% of the businesses had an annual turnover of
150000-200000 Kshs, 25.0% 200000-250000 Kshs, 24.0% 100000-150000 Kshs,
13.0% 250000 Kshs and above, 7.0% 50000-100000 Kshs while 2.0% had an annual
turnover of 0-50000 Kshs.
4.3 IT Resources Used in Business
Table 4. 5: Extent of investment in various forms of IT tools in the business
Mean

Std. Deviation

Mobile phones services

3.687

0.996

Security appliances

3.278

0.976

Basic office suite

2.837

0.981

Free or paid up websites

2.771

1.048

Copiers, printers and scanners

2.763

1.062

Internets and online media profiles

2.697

0.651

Computer( desktops)

2.690

1.095

Point of sale software

2.479

0.917

Entertainment devices

2.412

1.231

Customized operations software

2.255

1.078

CDs and flash disks

2.253

1.296

Laptops

2.153

1.221

Computer networks

2.000

1.082

Mass media advertising (TV & Radio)

1.890

1.118

Presentation tools (projectors)

1.610

0.994

According to the findings in table 4.5, the forms of IT tools that the businesses had
invested in to a good extent are mobile phones services as shown by a mean score of
3.687. In addition, the forms of IT tools that the businesses had invested in to a
moderate extent include security appliances as indicated by a mean score of 3.278,
basic office suite as expressed by a mean score of 2.837, free or paid up websites as
shown by a mean score of 2.771, copiers, printers and scanners as indicated by a mean
score of 2.763, internets and online media profiles 2.697, computer (desktops) as
expressed by a mean score of 2.690. Further, the forms of IT tools that the businesses
had invested in to a little extent include point of sale software as indicated by a mean
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score of 2.479, entertainment devices as expressed by a mean score of 2.412,
customized operations software as shown by a mean score of 2.255, CDS and flash
disks as expressed by a mean score of 2.253, laptops as shown by a mean score of
2.153, computer networks 2.000, mass media advertising (TV & radio) as expressed
by a mean score of 1.890 and presentation tools (projectors) as indicated by a mean
score of 1.610. These findings show that mobile phones are considered to contribute
significantly to regional market expansion by most enterprises followed by fixed
phones and faxes. ICT has a proven role in enabling SMEs to increase their
productivity and access information and markets, but remain unaffordable.
4.4 ICT and SME Growth and Expansion
Table 4. 6: Whether the use of ICT led to growth and expansion of the business
Frequency

Percent

Yes

99

99.0

No

1

1.0

100

100

Total

From the findings in table 4.6, majority of the respondents (99.0%) of the respondents
indicated that the use of ICT led to growth and expansion of the business while 1.0%
of the respondents indicated that use of ICT had not led to growth and expansion of
the business. The findings are in line with (Shepherd, 2007) who posits that
information and communication technology plays a key role in market access and is
the main core of any marketing system. Market access in developing countries is a
major challenge to small businesses due to market imperfections that can be attributed
to lack of market information, lack of linkages between the actors in the supply chain,
distortions or absence of input and output markets, high transaction cost and high
presence of trade intermediaries. Different strategies exist for improving market
access of which the use of ICT is one. Strategies that enhance market access greatly
impacts on the performance of small enterprises.
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Table 4. 7: Extent that the respondents believe the use of information and
communication technology has led to the growth and expansion of the business
Mean

Std. Deviation

Volume of sales

3.838

0.681

Access to new markets

3.750

0.687

Volume of service / products

3.690

0.631

Allow me to handle a greater volume of work

3.663

0.731

Organizational expansion

3.420

1.007

Improvement in supply chain

3.337

0.952

Connection to new partners

3.111

0.978

International communication

2.670

0.985

The findings in table 4.7 indicate that the respondents believed to a good extent that
use of information and communication technology has led to the growth of the
business through volume of sales as indicated by a mean score of 3.838, access to new
markets as indicated by a mean score of 3.750, volume of service / products as
expressed by a mean score of 3.690 and allow them to handle a greater volume of
work as shown by a mean score of 3.663. Further, the respondents believed that to a
moderate extent the use of information and communication technology has led to the
growth of the business through organizational expansion as indicated by a mean score
of 3.420, improvement in supply chain as shown by a mean score of 3.337,
connection to new partners as expressed by a mean score of 3.111 and international
communication as indicated by a mean score of 2.670. These findings concur with
(Chyau, 2005) who states that potential benefits of ICT to SMEs include enhancing
efficiency, reducing costs and broadening the market both locally and globally,
empowering SMEs to participate in the knowledge economy by facilitating
connectivity; helping to create and deliver products and services on a global scale and
providing access to new markets. Ramsey (2003) adds that information and
Communication Technology can enable SMEs to participate in the regional and
international markets which are strategic for competitiveness, growth and further
development.
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4.5 ICT and product/Service quality
Table 4. 8: Whether the use of ICT led to better quality/ service in the business
Frequency

Percent

Yes

99

99.0

No

1

1.0

100

100

Total

According to the findings in table 4.8, 99.0% of the respondents indicated that use of
ICT led to better quality/ service in the business while 1.0% of the respondents
indicated that use of ICT had not led to better quality/ service in your business. These
findings concur with Van Leeuwen (2008) who linked ICT use and investment with
firm performance and found that e-commerce and broadband use affect productivity
significantly through their effect on innovation output. Polder, (2009) found that ICT
investment is important for all types of innovation in services, while it plays a limited
role in manufacturing, being only marginally significant for organizational
innovation.
Table 4. 9: Extent that the respondents believe use of information and
communication technology has led to better quality of goods and services of your
business
Mean

Std. Deviation

Customer satisfaction

3.734

0.851

New product/ service

3.690

1.023

Improved Product/Service quality

3.601

0.765

According to the findings in table 4.9, the respondents indicated that to a great extent
use of information and communication technology has led to better quality of goods
and services of your business by customer satisfaction as expressed by a mean score
of 3.734, new product/service as indicated by a mean score of 3.690 and improving
product/service quality as shown by a mean score of 3.601. These findings are in line
with Spieza (2011) who supportsthe hypothesis that ICT act as an enabler of
innovation, in particular for product and marketing innovation, both in manufacturing
and services. Further Engelstätter (2009), states that firms with client relationship
manager system systems in use should experience significant advantages in product
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enhancement and design as they can stick to a rich database of customer information
and adjust their production accordingly.
4.6 Cost Efficiencies
Table 4. 10: Whether use of ICT led to reduced cost of production in the business
Frequency

Percent

Yes

97

97.0

No

3

3.0

100

100

Total

From the findings in table 4.10, majority of the respondents (97.0%) indicated that the
use of ICT led to reduced cost of production in the business while 3.0% indicated that
use of ICT had not led to reduced cost of production in the business. The findings are
in line with Hanna (2010) who argues that ICT also the ability to transform global and
local markets to become more efficient.Electronically mediated markets greatly
impacts on the cost, speed and transparency of market-based transactions. As a result
lower transaction cost and increased reach result in up to 15% lower costs to
consumers, and up to 20% lower costs in business procurement.
Table 4. 11: Extent that the respondents believe use of information and
communication technology has led to the reduced cost of production in the
business
Mean

Std. Deviation

Reduced operational costs

3.861

0.697

Reduced communication costs

3.859

0.796

Increased revenue

3.611

0.827

Reduced operational costs

3.553

0.925

Reduced security costs

3.357

0.987

From the findings in table 4.11, the respondents indicated that to a good extent use of
information and communication technology has led to the reduced cost of production
in the business through reduced operational costs as shown by a mea n score of 3.861,
reduced communication costs as indicated by a mean score of 3.859, increased
revenue as expressed by a mean score of 3.611 and reduced operational costs as
indicated by a mean score of 3.553. The respondents also indicated that to a moderate
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the use of information and communication technology has led to the reduced cost of
production in the business through reduced security costs as expressed by a mean
score of 3.357. These findings concur with Matambalya and Wolf (2007) information
and communication technology causes fast accessibility to the market, increases
selection power, improves communication, facilitates identification of markets,
improves marketing and reduces business transaction costs.
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CHAPTER FIVE: SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 Introduction
This is the final chapter in this study which gives the summary of the findings, the
conclusions and recommendations of the study based on the objective of the study.
The chapter finally presents the suggestions for further studies.
5.2 Summary
The purpose of the study was to assess the effect of ICT use on performance of SMEs
in Kamukunji sub-county. As such the study sought to establish what effect the use of
ICT has on growth and expansion of SMEs in Kamukunji sub-county, effect of ICT
use on quality of product/ service of SMEs in Kamukunji sub-county and effect of
ICT use on the cost of inputs and returns of SMEs in Kamukunji sub-county. The
questionnaire was designed in line with the objectives of the study. The task included;
establishing the effects of ICT use on the performance of SMEs, establishing the
influence of mobile phone technology on the performance SMEs, investigating the
influence of handheld devices and computers on the performance of SMEs and
establishing the influence of internet and website applications on the performance of
SMEs.

The researcher reviewed previous studies with a view to establish academic gaps
which the present study sought to bridge. This was done through library research. The
procedure included: reading, evaluating the methodology employed in terms of design
choice, target population, sample and sampling procedure data collection instruments
(that is suitability, validity and reliability), data collection procedures, data analysis,
findings and recommendations. The study benefited so much from the literature
review for it guided the present study by pointing to areas that need to be investigated.
The study employed descriptive survey research as the main approach to guide the
study. The target population included 101 staff and owners of SMEs in Kamukunji
Sub-County. The research instrument used in data collection was a questionnaire from
the respondents. Data analysis was started immediately after the field.
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Data was summarized into frequencies and percentages and presented in graphs, pie
charts and tables. The study deduced that the forms of IT tools that the businesses had
invested in to a good extent are mobile phones services as shown by a mean score of
3.687. The study also established that the use of ICT led to growth and expansion of
the business.

The study further established that to a good extent that use of information and
communication technology has led to the growth of the business through volume of
sales as indicated by a mean score of 3.838, access to new markets as indicated by a
mean score of 3.750, volume of service / products as expressed by a mean score of
3.690 and allow them to handle a greater volume of work as shown by a mean score
of 3.663.

The study found out that use of ICT led to better quality/ service in the business. The
study also found out that to a great extent use of information and communication
technology has led to better quality of goods and services of your business by
customer satisfaction as expressed by a mean score of 3.734, new product/service as
indicated by a mean score of 3.690 and improving product/service quality as shown
by a mean score of 3.601.

The study established that the use of ICT led to reduced cost of production in the
business. Finally, the study deduced that to a good extent use of information and
communication technology has led to the reduced cost of production in the business
through reduced operational costs as shown by a mea n score of 3.861, reduced
communication costs as indicated by a mean score of 3.859, increased revenue as
expressed by a mean score of 3.611 and reduced operational costs as indicated by a
mean score of 3.553.
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5.3 Discussion
This section comprises of discussion based on the specific research objectives of the
study. The findings reveal that majority of the respondents were owners of the SMEs.
The findings further reveal that half of the SMEs had operated between 2-5 years. The
findings reveal that almost all the respondents agreed that use of ICT services has
improved the performance of the SMEs. The study agrees with the statement that
utilization of ICT tools has an important influence on organizations and all of its
elements including people, culture, structure, process and tasks (Leavitt and Pondy,
1964). The study findings reveal that majority of the respondents gave the following
as ways in which ICT has improved efficiency in the SMEs: there is great access to
new markets, increased volume of products and services, increased sales, improved
supply chain, better connection to new partners, improved communication, great
organizational expansion, improved quality of products and services, greater customer
satisfaction, greater innovation, reduced transportation, security and communication
costs and improved returns.

The findings shows that we are further revealed that ICT has improved efficiency in
the following ways; improved lead times in service delivery improved communication
flow access to real time information; giving real time information thus helping in on
time performance; they can now manipulate a cost related excel worksheet, they can
save and resend documents wherever they are, without having to look for a laptop and
modem or a cyber for that matter; effective use of the business process digitally
automation of process; reporting is incidences can be tracked and customer service
measured easily; reduced communication costs; data accuracy through the use of
industry standard communication platforms and using applications that validate
against business rules; enables the flow of information within the organization;
harnessing efficiencies such that more tasks can be done with fewer people; business
modelling and simulations to see how a factor may impact a business; use of a
website and related website technologies has assisted in increasing sales, reduced
fraud cases, getting to know what our customers are saying about us and we in turn
changing; paperless environment reduces costs robust systems to support operations;
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remote access redundancy; and it has allowed for information to be shared across
departments and stations which is required for decision making and other operations
to be efficient.
The findings further show that majority of the respondents have mobile phones,
computer applications, company laptops and desktops to perform their duties. The
findings also reveal that the provision of SMEs mobile phones and communication
networks has affected staff performance at the workplace.

The study deduced that the forms of IT tools that the businesses had invested in to a
good extent are mobile phones services as shown by a mean score of 3.687. These
findings show that mobile phones are considered to contribute significantly to
regional market expansion by most enterprises followed by fixed phones and faxes.
ICT has a proven role in enabling SMEs to increase their productivity and access
information and markets, but remain unaffordable. The study also established that the
use of ICT led to growth and expansion of the business. Market access in developing
countries is a major challenge to small businesses due to market imperfections that
can be attributed to lack of market information, lack of linkages between the actors in
the supply chain, distortions or absence of input and output markets, high transaction
cost and high presence of trade intermediaries. Different strategies exist for improving
market access of which the use of ICT is one. Strategies that enhance market access
greatly impacts on the performance of small enterprises.

The study further established that to a good extent that use of information and
communication technology has led to the growth of the business through volume of
sales as indicated by a mean score of 3.838, access to new markets as indicated by a
mean score of 3.750, volume of service / products as expressed by a mean score of
3.690 and allow them to handle a greater volume of work as shown by a mean score
of 3.663. These findings concur with (Chyau, 2005) who states that potential benefits
of ICT to SMEs include enhancing efficiency, reducing costs and broadening the
market both locally and globally, empowering SMEs to participate in the knowledge
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economy by facilitating connectivity; helping to create and deliver products and
services on a global scale and providing access to new markets.

The study found out that use of ICT led to better quality/ service in the business.
These findings concur with Van Leeuwen (2008) who linked ICT use and investment
with firm performance and found that e-commerce and broadband use affect
productivity significantly through their effect on innovation output. The study also
found out that to a great extent use of information and communication technology has
led to better quality of goods and services of your business by customer satisfaction as
expressed by a mean score of 3.734, new product/service as indicated by a mean score
of 3.690 and improving product/service quality as shown by a mean score of 3.601.
The study established that the use of ICT led to reduced cost of production in the
business. The findings are in line with Hanna (2010) who argues that ICT also the
ability to transform global and local markets to become more efficient. Electronically
mediated markets greatly impacts on the cost, speed and transparency of market-based
transactions. As a result lower transaction cost and increased reach result in up to 15%
lower costs to consumers, and up to 20% lower costs in business procurement.

Finally, the study deduced that to a good extent use of information and
communication technology has led to the reduced cost of production in the business
through reduced operational costs as shown by a mea n score of 3.861, reduced
communication costs as indicated by a mean score of 3.859, increased revenue as
expressed by a mean score of 3.611 and reduced operational costs as indicated by a
mean score of 3.553. These findings concur with Matambalya and Wolf (2007)
information and communication technology causes fast accessibility to the market,
increases selection power, improves communication, facilitates identification of
markets, improves marketing and reduces business transaction costs.

5.4 Conclusion
On the basis of the above findings, the following conclusions were made for influence
of information and communication technology on the performance of the SMEs in
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Kenya. The study found that, the use of ICT services which the SMEs have adopted in
a large extent has improved its performance. Some of the ways in which ICT has
improved efficiency in the SMEs include; increased productivity and efficiency; faster
processing of transactions hence greater customer

satisfaction; immediate

dissemination of information throughout the SMEs; faster sharing of data between
different departments; processing of enormous amounts of data; easy accessibility of
information at any time; speed and volume of work done; improved process
management; improved lead times in service delivery; improved communication flow
access to real time information; reduced communication costs; data accuracy through
the use of industry standard communication platforms and using applications that
validate against business rules; use of a website and related website technologies has
assisted in increasing sales, reduced fraud cases and paperless environment reduces
costs robust systems to support operations.
From the study findings, the study concludes that SMEs in Kamukunji sub-county
have invested heavily on mobile phones services as the IT tool for business. Most of
the businesses had mobile phones dedicated to maintain the link with the clients
through various services available through the phone

From the study findings, the study concludes that information and communication
technology which includes communication networks, mobile phone technology,
handheld devices and Internet applications influence the performance of the SMEs in
Kenya to a large extent.
5.5 Recommendations
Based on the findings and conclusions, the study recommends that the government of
Kenya should consider mobilizing resources geared at creating awareness on and
encouraging use of available information technologies at the disposal of the business
people to the maximum possible extent in order to enhance business performance.
This can be actualized through the government departments of finance, youth affairs,
gender, and industrialization and Vision2030. It should also provide incentives to
encourage the upcoming of business support services in the country and also for the
young business people to develop ICT based solutions for the SMEs. This will help
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improve the understanding of entrepreneurs on relevant ICT literacy required for
supporting business performance.

Business support services in the country should work closely with the SMEs to
improve ICT resource utilization in their businesses. They should also consider the
various recommendations put forth by the end users of the technologies to come up
with more capable but neutral technologies that can be easily adapted to the SME
environment. They should progressively expand the knowledge base of the SMEs
owners and operators by organizing more workshops and open days.
Small and Medium Enterprises (SME) management should consider scanning the
environment to find the latest ICT equipment that could be useful in promoting
service delivery efficiency and / or proper product mix / choice that suits customer
needs. The management should also consider adopting variety of ICT equipment so as
to be able to utilize available communication options.
5.6 Suggestions for further Studies
For future studies special attention should be given to obtaining a bigger sample
preferably with a sample size of more than 300 prospects. Research should also find
out what kind of ICT applications (basic or advanced) businesses use. Furthermore,
future studies should investigate level of adoption, motivating factors as well as
challenges being faced. This is because ICT is just taking its roots in the continent
thus further research would be of interest. Lastly, continuation of the subject matter of
this research could be based on case study in order to gain a richer and bigger picture
of ICT use and impact in terms of performance.
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APPENDICES
Appendix One: Questionnaire
A: General information
This study is purely for academic purpose only. Confidentiality is highly respected.
Please tick where appropriate giving correct information as much as possible.
1. Tick the position which you hold in the business?
Business owner
Employee
Family

2. How many employees does your business have?
0-50
50-100
100-150
150-200
200 and above

3. How old is your business?
0-2 years
2-5 years
5-10 years
10 years and above

4. What is your average turnover annually in Kshs?
0-50,000
50,000-100,000
100,000-150,000
150,000-200,000
200,000-250,000
250,000 and above
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B: IT resources used in business
1. Kindly tick in the appropriate box the level you have invested in the following
forms of IT tools in your business. Where 5 = Great extent, 4 = Good extent, 3 =
Moderate extent, 2 = Little extent and 1 = Not at all.
5

Computer hardware and Soft ware

4

3

2

1

Computers (desk tops)
Copiers, printers and scanners
CDs and flash disks
Laptops
Entertainment devices
Mobile phones services
Presentation tools (projectors)
Security appliances
Basic office suite
Customized operations software
Point of sale software
Internets and online media profiles
Free or paid-up websites
Computer networks
Mass media advertising (TV & Radio)

C: ICT and SME Growth and Expansion
1. Has the use of ICT led to growth and Expansion of your business?
Yes

[]

No

[]

2. To what extent do you believe use of information and communication technology
has lead to the growth and expansion of your business? (Please tick (√) in the
appropriate box). Where 5 = Great Extent, 4 = Good extent, 3 = Moderate Extent, 2 =
Little extent and 1 = No effect
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5

4

3

2

1

Access to new markets
Volume of service/product
Allow me to handle a greater volume of work
Volume of sales
Improvement in supply chain
International communication
Connection to new partners
Organizational expansion

D: ICT and product/Service quality
1. Has the use of ICT led to better quality/ service in your business?
Yes

[]

No

[]

2. To what extent do you believe use of information and communication technology
has lead to better quality of goods and services of your business? (Please tick (√) in
the appropriate box). Where 5 = Great extent, 4 = Good extent, 3 = Moderate extent, 2
= Little extent and 1 = No effect.

5

Improved Product/Service quality
New Product/ Service
Customer Satisfaction
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4

3

2

1

E. Cost Efficiencies
1. Has the use of ICT led to reduced cost of production in your business?
Yes

[]

No

[]

2. To what extent do you believe use of information and communication technology
has lead to the reduced cost of production in your business? (Please tick (√) in the
appropriate box). Where 5 = Great extent, 4 = Good extent, 3 = Moderate extent, 2 =
Little extent and 1 = No effect

5

Reduced transportation costs

Reduced Communication Costs
Reduced Security Costs
Increased revenue
Reduced Operational costs
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4

3

2

1

Appendix Two: Budget in Ksh
Photocopy

4000

Transport

2000

Lunch

2000

Total

9000
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