
Journal of International Business, Innovation and Strategic Management 

Volume 6, Issue 1, 2022, ISSN (Online): 2617-1805 

1 | P a g e 

This work is licensed under a Creative Commons Attribution Non- Commercial 4.0 International License. 

 

 

 

 

Journal of International Business, Innovation and Strategic Management 

2022: 6 (1): 97 - 112 

ISSN: 2617-1805 

 

 

 

STRATEGY FORMULATION AND PERFORMANCE OF SELECTED INFORMATION AND 

COMMUNICATION TECHNOLOGY FIRMS IN KENYA 

*Ann Kimotho & 1 Paul Kariuki 

*Masters Student, School of Business and Entrepreneurship,  

Jomo Kenyatta University of Agriculture and Technology, Kenya 

1Lecturer, School of Business and Entrepreneurship,  

Jomo Kenyatta University of Agriculture and Technology, Kenya 

*Corresponding Author Email address: annmaina1024@gmail.com 

 

To Cite this Article: 

Kimotho, A. & Kariuki, P. (2022). Strategy Formulation and Performance of Selected Information and Communication 

Technology Firms in Kenya. Journal of International Business, Innovation and Strategic Management, 6 (1), 97 - 112 

 

ABSTRACT 

Strategy tformulation tinvolves tthe tcreation tof ta trange tof tplans tfor tthe tefficient balancing of tinternal tbusiness 

tenvironment tand texternal tbusiness tenvironment. tIt entails tfocusing on the torganizations tmission, tvision tand 

tobjectives tthat tare achievable tthrough tstrategies development and tsetting tpolicy tguidelines. Despite tthe policy tand 

tstrategy pronouncements, tthere tare tvarious tconstraints tthat tare tcurrently facing tthe tgrowth tand expansion tof 

tInformation Communication Technology (ICT) firms in tthe tcountry tespecially tamongst tICT providers. ICT tFirms 

thave been noted tby ta tnumber tof tresearchers tto tbe tfacing several tperformance tchallenges tincluding failure tin 

tUS, tEurope, tAustralia tand other parts tof tthe tglobe. Kenya tfaces tsimilar performance tchallenges, tdespite tthe 
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remarkable tgrowth tof tICT tsector tcoupled tby opportunities tcreated tby tgovernment strategies ton tICT. tThe tmain 

tpurpose tof tthis tstudy was tto testablish tthe teffects of strategy tformulation ton tperformance tof tselected information 

tand tcommunication technology tfirmstin tKenya focusing ontstrategic tdirection. For tthe tpurposes tof tthis tstudy, ta 

tdescriptive tresearch design was adopted. The ttarget tpopulation tconstituted 344 ICT service tproviders tlocated tin 

tNairobi where 298 employees inttop tmanagement, middle management and tLower level employees were targeted. Out 

of this, a sample size of 148 was targeted. The sample was determined through stratified random procedures. The study 

findings showed that strategic tdirection positively and significantly affected performance of ICT Firms (β = 10.864; P-

Value < 0.05). This implies that an increase in implementation of strategic direction practices during strategy formulation 

significantly improved firm performance. The study recommends that ICT companies to continue investing in strategies 

since they have the highest influence on performance which is achieved through organizational vision, mission and goals. 

Managers should consider adopting organizational direction strategies as a competitive strategy since findings indicate 

that it was only moderately used.  

Key Words: Strategy Formulation; Strategic Direction; Organizational Performance; ICT Firms 

 

BACKGROUND OF THE STUDY 

Strategy tformulation tis tvery vital for torganizational tgrowth.tToday, tstrategy tis ta tconcept tused tto tdenote ta general 

tprogramme tof tactions tof tan tenterprise tin ta tbid tto tachieve tits tobjectives. Strategy tcan tbe tviewed tas tthe tprocess 

tof tdeciding twhat twill constitute tthe tobjectives tof tan torganization, tthe tchanges tthat tare texpected tin tthe 

objectives, tthe tresources tthat tare texpected tto tbe tused tin tother tto tachieve tthe tobjectives and tthe tpolices tthat 

twill tgovern tthe tacquisition, tuse tand tdisposition tof tthe tresources (Chandler, t2016; Stoner, tFreeman t&tGilbert, 

2017). David’s strategy formulation framework that helps strategists generate feasible alternatives, evaluate those 

alternatives, and choose a specific course of action. Strategies can be identified, evaluated and selected by this framework 

that includes three stages: input stage, matching stage, and decision stage (David, 2007). The study adopted David’s 

strategy formulation framework since it helps analysts in understanding the methodology and techniques to determine 

most appropriate alternative strategy(s) for the organisation.  

A tclear tvision tprovides tthe tfoundation tfor tdeveloping ta comprehensive tmission tstatement, (David, t2018). 

tMission tleads tan torganization tfrom “what tdo twe twant tbe tbecome”? tTo “How tdo twe tbecome twhat twe twant 

tto tbe”? tThis is tlike tasking tthe tquestion, twhat tis tour tbusiness? tAsking tthe tquestion, twhat tis tour business? tIs 

tsynonymous twith tasking tthe tquestion, twhat tis tour tmission? (Appleby, 2017). A tbusiness mission tis tthe 

tfoundation tfor tpriorities, tstrategies, tplans tand twork tassignments. tIt tis tthe starting tpoint tfor tthe tdesign tof 

tmanagerial tjobs tand tabove tall, tfor tthe tdesign tof managerial tstructures (Drucker, t2016). Strategy tformulation 

tphase, twhich tconsists tof tconducting ta tsituational tanalysis tusing various ttools tto tanalyze tthe tinternal tand 

texternal tbusiness tenvironment, tdeveloping ta mission tand tvision, tsetting tof torganizational tobjectives, tgenerating 

toptions tand tthen choosing tthe tmost tviable tone tto timplement. tStrategy tformulation trequires tthat ta tfirm develop 

ta tmission (Wit t& tMeyer t, 2010; tPearce t& tRobinson, 2007). T 

Wit tand tMeyer (2010) trefer tto tthe tfirm’s tmission tas ta tset tof tfundamental tprinciples tthat tdefine tthe tfirm tin 

tterms tof tits tpurpose, tcore tvalues tand tbeliefs. tPearce tand tRobinson (2007) talternatively tdescribe ta tfirm’s 

tmission tas ta tbroad tdescription tof tthe tfirm’s tintent, twhich tdictate tshow tthe tfirm twants tto tbe tperceived tby tits 
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tstakeholders. Strategy tformulation tinvolves tthe tcreation tof ta trange tof tplans tfor tthe tefficient tbalancing of 

tinternal tbusiness tenvironment tand texternal tbusiness tenvironment (Ndirangu, t2018). tIt entails tfocusing ton tthe 

torganizations tmission, tvision tand tobjectives tthat tare tachievable through tstrategies tdevelopment tand tsetting 

tpolicy tguidelines. tOrganizations tthat institutionalize tsustainable tstrategic tmanagement tposition tthe tformulation, 

timplementation and tevaluation tof ttheir tstrategies ton tanalysis tand tunderstanding tof ttheir tbusiness environment, 

tthe tprinciples tthey thold tthat tsupport tsustainability tand tthe tinterests tof ttheir stakeholders t(Anderson, tCovin t 

t&tSlevin, t2019). T 

According tto tOdongo tand tOwuor (2016), thigh tperforming tstrategies tare tlinked tto tventures tgeared ttowards tthe 

tsuccess tin the tindustry. tThe tactivities tcould tbe temphasis ton tsatisfaction tof tcustomer tand tcustomer support, 

textensive tand tintensive tadvertisement tand tgood tleadership tqualities. An torganization’s tstrategy tformulation 

tprocess twhether tofficial tor tnot tis ta tmeans tby which tthe torganization tdecisions tand tactions tare tdetermined. 

tThis teventually tregulates the usefulness tof tthe torganization tto tthe tstakeholders, tcustomers tand tother tinterested 

tparties. A tbad tstrategy tnegatively taffects tan torganization’s toverall tperformance. tA tgood tstrategy formulation 

tprocess tmay tin titself tbecome ta tsource tof tcompetitive tadvantage (Liang, Marler t t& tCui, t2017). 

STATEMENT OF THE PROBLEM  

Despite the policy and strategy pronouncements, there are various constraints that are currently facing the growth and 

expansion of ICT in the country especially amongst ICT providers. Duncombe and Heeks (2019) notes that these range 

from financial, human resources, to infrastructural development and maintenance among others. The concept of 

performance has always been present in management literature covering various aspects such as efficacy, efficiency, 

competitiveness, relevance and financial viability (Daft 2017). Marmouse (2017) highlighted that; organization’s 

performance represents the manner in which the company is organized to reach its objectives and the way it manages to 

reach them. Peansupap and Walker (2015) Information and communication technology is at the core of many business 

functions, operations, products and services. Today, organizations worldwide spend over 50% of their new investment 

funds on IT and related communications. How organizations manage these large investments is of critical importance to 

organizational efficiency and effectiveness. Further, IT is often the link between the business model and the critical 

drivers of success. Many organizations have been unsuccessful with their IT-based investments because of poor alignment 

of strategy formulation with the business (Bjork, 2019). 

ICT Firms have been noted by a number of researchers to be facing several performance challenges including failure in 

US, Europe, Australia and other parts of the globe. Previous studies from the year 2000 capture ICT firm failures to be 

between 70% to 86% resulting in massive wastage of resources (British Computer Society, 2016; Mueller-Jacobs & 

Tuckwell, 2015). Dalcher and Genus (2018) reported estimates of wastage due to IT project failures at $150 billion per 

annum in the US and $140billion in Europe. In Australia, 30-40 percent of ICT Firms projects experience some form of 

escalation, with cost overruns averaging 43-189 per cent; 30-40 per cent of projects resulting in no perceptible benefits; 

and 80-90 per cent of ICT investments failing to meet their performance objectives (Public Accounts Committee, 2017).  

In 2018, a report released by Oxford University in the UK found that large ICT firms were twenty times more likely to 

run out of control than other large infrastructure projects. According to Flyvbjerg and Budzier (2019), one in six ICT 

projects reported an average cost overrun of 200% and a schedule overrun of almost 70%. Notably some of the biggest 

challenges of ICT firms projects are cost overruns and schedule overruns placing ICT projects failure rate at 70% 
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(Kyunguti & Makau, 2018). Kenya faces similar performance challenges, despite the remarkable growth of ICT sector 

coupled by opportunities created by government strategies on ICT (Kabutu, 2018). 

Studies that were done locally to shade some light on the subject under study included; Gakuo (2015) who conducted a 

study on the impact ICT at Nairobi Water & Sewerage Company and observed that its investments substantially increased 

the average organizational performance in achieving various milestones, overall revenue increment, enhancing research 

and development and product innovation. Katana (2016) studied electronic procurement adoption: the case of Kenya 

Ports Authority and showed that firms that acquire extensive IT resources are able to create better competitive advantage. 

Kinuthia (2015) researched on the relationship between IT investment and performance of NGOs in Kenya and concluded 

that IT was crucial in the efforts to improve performance and Waruguru (2017) explored the influence of ICT on 

performance of the airline industry in Kenya concluded that ICT improved performance of the company to a large extent. 

These studies had not quite given detailed insights and analysis of the issues that were addressed in this study therefore 

leaving a knowledge gap. The purpose of this study was to determine the strategy formulation and its relationship with 

performance in ICT Firms in Kenya.  

OBJECTIVES OF THE STUDY  

The study established tthe teffect tof tstrategy tformulation ton tperformance tof tselected tinformation tand 

tcommunication ttechnology tfirms tin tKenya. Specifically, the study determined the teffect tof t strategic tdirection ton 

tperformance tof tselected tinformation tand tcommunication ttechnology tfirms tin tKenya t 

THEORETICAL FRAMEWORK  

The study was anchored on the tOrganizational tInformation tTheorytdeveloped tby tKarl tWeick. tA tkey tcomponent 

tof Weicks ttheory tis tthe tinformation tafforded tby tthe torganizations tenvironment, twhich explaining tthe timpact tof 

tbehaviors twithin tthe tproject tteams tor torganization. tThis ttheory is tabout tthe tcomplexity tof tinformation 

tmanagement twithin tan torganization tbuilds tupon general tsystems ttheory tand tphenomenology t(Meyer t t& tAllen, 

t1991). tAdditionally, tthe organization tmust tboth tinterpret tthe tinformation tand tcoordinate tthat tinformation tto 

tmake it tmeaningful tfor tthe tmembers tof tthe torganization tand tits tgoals tso tas tto timpact ton tits performance. 

In tthis tregard, torganization tinformation ttheory texplains thow torganizations tuse information found twithin tthe 

tenvironment tto tinterpret tand tadjust tto tchange. tThe torganization engages in ta tseries tof tcycles tthat tserve tas 

tmeans tto treduce tuncertainty tabout tthe tmessage. tThe idea tof tsense tmaking tis talso ta ttheme twithin torganization 

tinformation ttheory. tWhen tan organization tinterprets tinformation, tthere tis talready ta tframe tof treference tin ta 

tplace tand this tis tenough tinformation tfor tan torganization tto tchange tcourse. 
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CONCEPTUAL FRAMEWORK  

 t t t t t t t tIndependent tVariables t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t                                                                                                                                                                                                                               Dependent tVariables 

 

 

 

 

 

Figure 1: Conceptual  Framework  

Strategic Direction 

Strategic tdirection tis talso tcommonly tknown tas tstrategic tintent. tIt tis tshort tstatement stating twhere tthe 

torganization twants tto tbe tin tfuture. tThis tis tthe tvision tof tthe ttop management tof tan torganization tin tfuture 

t(Hamel t& tPrahalad, t1989). tStrategic tdirection is a tstatement tof tdirection tand tintention. tThe tconcept tis tmeant 

tto tsustain tcompetitive advantage tof ta tfirm. tIn tpublic torganizations, tit tis tthe tmeans tthrough twhich tsuperior 

performance tis tsustained tby tundermining tthe tlimitations tof ta tfirms tresources tand capabilities. According tto 

tBrand t(2003), tstrategic tdirection tcomes tabout twhen organization tpursues tambitious tgoals tand tfocuses ton 

tcompetitive tstrategies tto tarrive tat the tgoals. tThis tis tpossible twhere tcurrent torganization’s tcapabilities tand 

tresources tare tnot aligned tand tseems timprobable tto tdrive tthe torganizations tto tthe tgoals. tThis tgap tbetween the 

tcurrent tresources tand tcapabilities tand tthe trequired tresources tto tachieve tthe tintended goals tcompels tthe 

torganizations tto tpursue tand tacquire tsuch tresources. tStrategic directiontis tassessed tthrough tvision, tmission tand 

tobjectives t(Brand, t2012). 

According tto tPearce tand tRobinson t(2009) leaders thelp ttheir tcompany tembrace tchange by tsetting tforth ttheir 

tstrategic tintent- ta tclear tsense tof twhere tthey twant tto tlead tthe company tand twhat tresults tthey texpect tto tachieve. 

tThey tdo tthis tby tconcentrating simultaneously tand tvery tclearly ton ttwo tvery tdifferent tissues: tvision tand 

tperformance. Chapman t(2004) tsays tthat tthe tobjective tis tfor teveryone tin tthe torganization tto understand the 

tstrategy tand tspecifically thow twhat tthey tare tdoing twill tcontribute tto toverall tdelivery. The tfirst tcomponent tof 

tstrategic tdirection tconsists tof tdetermining tthe tfirm’s tpurpose tor vision. tThis tmeans tthat tstrategic tleaders tmust 

tarticulate ta tclear tand trealistic tstatement about twhy tthe tfirm texists tand twhat tis tdistinctive tabout tit. T 

This tstatement twill tthen empower tmembers tof tthe torganization tto tdevelop tand texecute tstrategies tthat tare tin 

tline with tthe tvision tof tthe tfirm t(Rowe, t2001). David t(2011) tstates tthat ta tvision tstatement tthat tanswers tthe 

tquestion t―What tdo twe want tto tbecome? tDeveloping ta tvision tstatement tis toften tconsidered tthe tfirst tstep tin 

strategic tplanning, tpreceding teven tdevelopment tof ta tmission tstatement. tAccording tto Prokesch t(1997) tthe 

tpurpose tand tvision tof tan torganization taligns tthe tactions tof tpeople across tthe twhole torganization. tA treal tvision 

tis tvery tactive tand tall tthe tpeople tin tthe organization tunderstand tthe tvision tand tlive tit. tIt tis talso tfilled twith 

Strategic tDirection 

• Mission 

• Vision 

• Goals 

 

 

Performance tof t  ICT Firms 

• ROA 

• Sales volume 

• Customer profile 
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tdrive tand tenergy and people tare tproud tto ttalk tabout ttheir torganization’s tpurpose tand tvision. T 

Nel t(2008) twarns that tthe tbiggest ttrap tthat tleadership tin torganizations tfall tto tis twhen tthey tare tso tsure tof their 

tvision tand tdirection tthat tthey tfail tto tsee tnew topportunities. tTherefore, twhen tan organization’s tstrategic 

tleadership tfails tto tcontinuously taddress tthe tfull tspectrum tof issues that tmay thave tan teffect ton tthe tperformance 

tof tthe torganization tit tis tlikely tthat tthe organization twill tencounter tchallenges tfor twhich tit tis tnot tprepared. tIt 

tis ttherefore expected tof tleadership tin tthe torganization tto tprovide tcertainty ttogether twith tuncertainty. According 

tto tHill tand tJones t(2007) ta tcompany’s tmission tdescribes twhat tit tis tthat tthe company tdoes. tAn timportant tfirst 

tstep tin tthe tprocess tof tformulating ta tmission tis tto come tup twith ta tdefinition tof tthe torganization’s tbusiness. 

tEssentially, tthe tdefinition answers tthese tquestions. tWhat tis tour tbusiness? tWhat twill tit tbe? tWhat tshould tit tbe? 

The responses tguide tthe tformulation tof tthe tmission. tTo tanswer tthe tquestion, twhat tis tour business.  

A tcompany tshould tdefine tits tbusiness tin tterms tof tthree tdimensions, twho tis being tsatisfied? t(What tcustomer 

tgroups), twhat tis tbeing tsatisfied? t(What tcustomer tneeds) and thow tcustomer’s tneeds tare tbeing tsatisfied? t(by 

twhat tskills, tknowledge tor tdistinctive competencies). tDess, tLumpkin, tand tEisner, t(2008) tstate tthat teffective 

tmission tstatements incorporate tthe tconcept tof tstakeholder tmanagement tsuggesting tthat torganizations tmust 

respond tto tmultiple tconstituencies tif tthey tare tto tsurvive tand tprosper. tCustomers, employees, tsuppliers, tand 

towners tare tthe tprimary tstakeholders tbut tothers tmay talso tplay an timportant trole. tMission tstatements talso thave 

tthe tgreatest timpact twhen tthey treflect tan organization’s tenduring toverarching tstrategic tpriorities tand tcompetitive 

tpositioning. Mission tstatement tscan talso tvary tin tlength tand tspecificity. 

David t(2011) targues tthat tmission tstatements tare tenduring tstatements tof tpurpose tthat distinguish tone tbusiness 

tfrom tother tsimilar tfirms. tA tmission tstatement tidentifies tthe scope tof ta tfirm’s toperations tin tproduct tand tmarket 

tterms. tIt taddresses tthe tbasic question tthat tfaces tall tstrategists: tWhat tis tour tbusiness? tA tclear tmission tstatement 

describes tthe tvalues tand tpriorities tof tan torganization. tDeveloping ta tmission tstatement compels tstrategists tto 

tthink tabout tthe tnature tand tscope tof tpresent toperations tand tto assess tthe tpotential tattractiveness tof tfuture 

tmarkets tand tactivities. tA tmission tstatement broadly tcharts tthe tfuture tdirection tof tan torganization. tA tmission 

tstatement tis ta tconstant reminder tto tits temployees tof twhy tthe torganization texists tand twhat tthe tfounders 

envisioned twhen tthey tput ttheir tfame tand tfortune tat trisk tto tbreathe tlife tinto ttheir dreams. 

According tto tDavid t(2007) tobjectives tcan tbe tdefined tas tspecific tresults tthat tan organization tseeks tto tachieve 

tin tpursuing tits tbasic tmission. tObjectives tare tessential tfor organization tsuccess tbecause tthey tstate tdirection; taid 

tin tevaluation, tcreate tsynergy, reveal priorities, tfocus tcoordination tand tprovide tbroad tbasis tfor teffective tplanning, 

torganizing, motivating tand tcontrolling tactivities. Hill tand tJones t(2007) tare tof tthe tview tthat ta tgoal is ta tprecise 

tand tmeasurable tdesired tfuture tstate tthat ta tcompany tattempts tto trealize. In this tcontext, tthe tpurpose tof tgoals tis 

tto tspecify twith tprecision twhat tmust tbe tdone tif tthe company tis tto tattain tits tmission tand tvision. T 

According tthese tresearchers, twell constructed goals thave tfour tmain tcharacteristics: tThey tare tprecise tand 

tmeasurable-Measurable tgoals give tmanagers ta tyardstick tor tstandard tagainst twhich tthey tcan tjudge ttheir 

tperformance; Address tcrucial tissues-To tmaintain tfocus, tmanagers tshould tselect ta tlimited tnumber tof major tgoals 

tto tassess tthe tperformance tof tthe tcompany. tThe tgoals tthat tare tselected should tbe tcrucial tor timportant tones; 

tThey tare tchallenging tbut trealistic-They tgive tall employees tan tincentive tto tlook tfor tways tof timproving tthe 

toperations tof tan torganization. If ta tgoal tis tunrealistic tin tthe tchallenges tit tposes, temployees tmay tgive tup; ta 

tgoal tthat is too teasy tmay tfail tto tmotivate tmanagers tand tother temployees; tSpecify ta ttime tperiod tin which tthey 
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tshould tbe tachieved twhen tthat tis tappropriate. tTime tconstraints ttell temployees that tsuccess trequires ta tgoal tto 

tbe tattained tby ta tgiven tdate, tnot tafter tthat tdate. Deadlines tcan tinject ta tsense tof turgency tinto tgoal tattainment 

tand tact tas tmotivators, however tnot tall tgoals trequire ttime tconstraint. tHill tand tJones t(2007) tfurther tstate tthat 

well tconstructed tgoals tprovide ta tmeans tby twhich tthe tperformance tof tmanagers tcan tbe evaluated. 

Organizational Performance 

Organizational tperformance tis ta tsingle tmost timportant tdeterminant tof tsuccess tof ta business. tThis tin tturn 

treflects tits tability tto teffectively tformulate tand timplement strategies that tachieve tinstitutional tobjectives 

t(Almatrooshi tet tal., t2016). tTomal tand tJones t(2015) define torganizational tperformance tas tthe tactual tresults tor 

toutput tof tan torganization tas measured tagainst tthat torganization’s tintended toutputs. tEffective tperformance 

tmeasures enable tmanagement tto tmeasure thow twell tthey tare tdoing twith trespect tto tmeeting tset goals, tcustomer’s 

tsatisfaction, twhether tprocesses tare tin tcontrol tand twhat tneeds tto tbe improved twhich tenables tmanagers tto tmake 

tmore tintelligent tdecisions. tBusiness tmodel effectiveness tand torganizational tleadership tas treflected tin tthe 

trelationship tbetween ta manager tand tsubordinates tand tmanagers’ tskills tare talso tkey tto tsuccessful tfirm 

performance. T 

Strategy tformulation tinfluences tthe tway tstrategies tare timplemented twhich affects tfirm performance. tSilva t(2014) 

tdescribed tthe tessence tof tleadership tas ta conditional relationship that texists tbetween ta tmanager tand this tor ther 

tfollower’s. Successful tleadership tmust tbe flexible tto taccommodate tchange tand tovercome tany hurdles in tthe tquest 

tto tachieve organizational tobjectives. tThe teffectiveness tof tan torganization istalso tlargely tdictated tby the tefficiency 

tof teach tof tits tindividual temployees twhich tis ta function tof tthe organization’s tleadership t(Mastrangelo tet tal. 

t2014.). Given tthe tcomplexity tin tmeasuring torganizational tperformance. tScholars thave tcome tup with tboth 

tqualitative/subjective tand tquantitative/objective tmeasures tof torganizational performance. Objective tmeasures trely 

ton quantifiable tfinancial tvariables tbut tmiss toperating tissues tthat tare tmore tcomplex tto evaluate twith tan 

tindicator. tPerformance tmeasured ton tfinancial tmetrics tis talso tdifficult tto compare tamong tfirms tthat tdo tnot tuse 

tthe tsame taccounting tor toperating tpractices (Jiménez tand tFuentes, t2013). 

EMPIRICAL LITERATURE REVIEW 

Several tauthors thave tstudied tstrategic tdirection tconcept tfrom tvarious tperspectives: tBrady and tWalsh t(2008) 

texamined tthe tprocess tby twhich torganizations tset tstrategic tdirection. The tstudy tcollected tdata tusing tindividual 

tin tdepth tsemi-structured tinterviews twith members tof tprofessional tservice torganizations. tThe tstudy tfound tthat 

tagent-based approach of tsetting tstrategic tdirection twas tcommon tprocess tin tcertain tkind tof tfirms tthan tthe 

traditional ttext-book ttrickle tdown tapproach. 

Odita tand tBello t(2015) tdid ta tstudy ton tthe trelationship tbetween tstrategic tintent tand organizational tperformance 

tin tthe tbanking tindustry. tThe tstudy twas ta tcross-sectional survey twhich tused tself-reporting tquestionnaires. tThe 

tsample tsize tof tthe tstudy twas t201. The tstudy tfound tthat tstrategic tintent tand tits tdimensions t(mission, tvision 

tand tobjectives) significantly tand tpositively trelate twith torganizational tperformance. tFurther, tthe tstrategic direction 

twas tfound tto taccount tfor t34% tof tvariance tin tperformance. tDimensions tof strategic tintent tsuch tas tmission 

t(47%), tvision t(19%), tand tobjectives t(58%) twere tfound to texplain tvarying textents tof tperformance. 

Jooste tand tFourie t(2009) tconducted ta tresearch ton tthe trole tof tstrategic tleadership tin effective tstrategy 

timplementation: tperception tof tSouth tAfrican tstrategic tleaders. tThe primary tobjective tof tthe tresearch twas tto 



Journal of International Business, Innovation and Strategic Management 

Volume 6, Issue 1, 2022, ISSN (Online): 2617-1805 

8 | P a g e 

This work is licensed under a Creative Commons Attribution Non- Commercial 4.0 International License. 

 

 

tinvestigate tthe tperceived trole tof tstrategic leadership tin tstrategy timplementation tin tSouth tAfrican torganizations. 

tThe tuniverse tof this study twas tall tthe tstrategic tleaders tin tSouth tAfrica. tThe ttarget tpopulation twas tthe strategic 

tleaders tof tthe tSouth tAfrican tFinancial tMail tTop t200 tcompanies t(2006), twhile the tsample twas tfive trandomly 

tselected tdirectors tof tthese torganizations. tThe tresearch instrument tused twas ta tstructured, tself-administered tmail 

tquestionnaire. tThe tstructured mail tquestionnaire twas temailed tto tthe t930 trandomly tselected tdirectors tof tthe 

tFinancial Mail tTop t200 tcompanies. t 

Mapetere, tMavhiki, tNyamwanza, tSikomwe tand tMhonde t(2002) tlooked tat tthe tstrategic role tof tleadership tin 

tstrategy timplementation tin tZimbabwe tstate towned tenterprises. tThe study taimed tto texplore tthe tlink tbetween 

tactive tleadership tinvolvement tand tstrategy implementation tsuccess tin tState tOwned tEnterprises tin tZimbabwe. 

tThe tstudy twas conducted twith ta ttotal tof t188 trespondents trandomly tselected tfrom tfour tState tOwned Enterprises. 

tThe tdata twas tgathered tthrough tan tinterview tand ta tself-administered topen ended tquestionnaire. tThe tstudy 

trevealed ta trelatively tlow tleadership tinvolvement tin strategy timplementation tleading tto tpartial tstrategy tsuccess. 

tThe tstudy tconcluded tthat leadership tshould tbe table tto tcraft ta tvision tfor tany tstrategic tprogramme, tdesign 

teffective communication tstrategies tas twell tas tto trole tmodel tbehaviour tchanges tthat tare tconsistent with tnew 

tstrategies. 

RESEARCH METHODOLOGY 

This study used a descriptive survey design which has been seconded by Burns tand tGrove (2003) in describing the 

current issues. This study targeted 344 tICT tfirms tregistered tto toperate tin Nairobi tCounty (Communicationa 

Authority, 2020). The top management employees, totaling to 298 employees were targeted as indicated. A sample size 

of 148 was targeted by the study and sampled through stratified random procedures. Primary data obtained from the study 

respondents as well as secondary data on performance of the ICT firms was used.  

The primary data was gathered by use of structured questionnaires and captured through a 5-point Likert scale type. The 

data collected was then analyzed using quantitative methods. The quantitative data was analyzed using descriptive 

statistics where the responses from the questionnaires were tallied, tabulated and analyzed in mean and standard deviation 

using Statistical Package for Social Sciences (SPSS V 24). Further, correlation and a univariate regression analysis was 

conducted to determine the relationship between the study variables. The following univariate regression model was used: 

Y = α +β 1X1+ ε 

Where:  

Y = Performance of ICT Firms; X1 = Strategy Direction; ε =Error term; α = constant; β = Coefficient of the independent 

variable 

 

RESEARCH FINDINGS AND DISCUSSIONS 

Response Rate 

The total number of respondents targeted by the study was 148 and thus the same number of questionnaires were 

administered out of which 130 were completely answered and returned recording a response rate of 88%. Therefore, the 

instruments were regarded as responsive and formed the basis for data analysis. Mugenda (2008) explained that response 

rate of 50% was deemed adequate, 60% was good, and 70% was excellent. Similarly, Babbie (2010) stated that a response 

rate of 70% was very good.  
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The high response rate was due to the procedures of data collection where the researcher first notified the sampled 

responses prior to collecting the data, used questionnaires that were distributed by the researcher and also through the 

follow up calls that were made to ensure the respondents didn’t forget to fill the questionnaires. 

Pilot Test Results 

Before using the questionnaire, it was pilot tested for reliability and validity. A pilot test was conducted using 14 

respondents who were given the draft questionnaire and their responses were used to establish the reliability of the 

questionnaire. Internal consistency was adopted as the measure of reliability. A Cronbach’s alpha test was established 

then compared against a threshold of 0.7. The reliability test results in Table 1 indicate that the two variables had Cronbach 

Alpha values above 0.7 hence they were reliable. In addition, Exploratory Factor Analysis (EFA) was adopted to test the 

construct validity of the questionnaire where a threshold of 0.4 loading was adopted. All the constructs also had factor 

loadings above 0.4 as recommended Mugenda and Mugenda (2009). 

Table 1: Cronbach's Alpha Results 

Variables Cronbach's Alpha 

Strategic tdirection .856 

Performance tof tselected ICT firms .932 

Description of Strategic Direction among ICT Firms in Nairobi County, Kenya  

The study established the extent to which strategic direction has been achieved among ICT firms in Nairobi County, 

Kenya. The study findings indicated in Table 2 indicated that among the ICT firms, strategic direction efforts guide 

necessary activities to adapt to the environmental issues to actualize ICT initiatives (M = 4.02; SD = 1.01), analysis of 

organization vision is an essential prerequisite of efficient performance (M = 3.63; SD = 1.15), analysis of mission 

capabilities provides the firms with information to prompt them to action strategic direction initiatives (M = 4.00; SD = 

1.04) and analysis of organizational goals generates information that guides their actions to actualize strategic initiatives 

(M = 3.97; SD = 1.08).  

It was also established that the firms believed that involvement of their employees in strategic conversations helps them 

to develop practices that demonstrate increased social responsibility towards internal stakeholders to a moderate extent 

(M = 3.02; SD = 1.23) and also indicated that the purpose and vision of an organization aligns the actions of people across 

the whole organization to a moderate extent (M = 3.17; SD = 1.22). Overall, there was an agreement that strategic 

direction is provided by the top management in the ICT firms (M = 3.64). This agrees with Pearce tand tRobinson (2009) 

who indicated that leaders thelp ttheir tcompany tembrace tchange tby tsetting tforth ttheir tstrategic direction which helps 

shape performance.  
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Table 2: Descriptive Statistics of Strategic Direction 

Statement Mean Std Dev 

Strategic tdirection tefforts tguide tnecessary tactivities tto tadapt tto tthe 
tenvironmental tissues tto tactualize tICT tinitiatives 

4.02 
 

1.01 
 

Analysis tof torganization tvision tis tan tessential tprerequisite tof 

tefficient tperformance t 

3.63 

 

1.15 

 

Analysis tof tmission tcapabilities tprovides tinformation tto tprompt tus 
tto taction tstrategic tdirection tinitiatives. 

4.00 
 

1.04 
 

Analysis tof tOrganizational tgoals tgenerates tinformation tthat tguides 
tour tactions tto tactualize tstrategic tinitiatives. 

3.97 
 

1.08 
 

Involvement tof tour temployees tin tstrategic tconversations t thelps tus 
tto tdevelop tpractices tthat tdemonstrate tincreased tsocial tresponsibility 

ttowards tinternal tstakeholders 3.02 1.23 

The tpurpose tand tvision tof tan torganization taligns tthe tactions tof 

tpeople tacross tthe twhole torganization 3.17 1.22 

Average 3.64 1.12 

Key: M = Mean; SD = Standard Deviation 

Organizational Performance 

To establish the organizational performance, the respondents were requested to rate the following statement using a Likert 

scale. There was an agreement that pprofitability offers clues about the ability of the ICT companies to undertake risks 

and to expand their activity (M = 4.03 ; SD = 1.93), there has been an increase in ROA as a result of effective strategy 

formulation (M = 3.84 ; SD = 1.79), there has been an improvement in sale volume due to effective strategy formulation 

(M = 3.74 ; SD = 1.58) and that the customer satisfaction index has improved due to effective strategy formulation (M = 

3.65 ; SD = 1.36).  

Table 3: Descriptive Statistics of Firm Performance 

Statement Mean 

Std 

Dev 

Profitability offers clues about the ability of the ICT companies to 

undertake risks and to expand its activity 

4.03 

 

1.93 

 

There has been an increase in ROA as a result of effective strategy 

formulation 

3.84 

 

1.79 

 

There has been an improvement in sale volume due to effective 

strategy formulation 

3.74 

 

1.58 

 

The customer satisfaction index has improved due to effective 

strategy formulation  

3.65 

 

1.36 

 

Average 3.82 1.66 

 

The percentage change in Return on Assets (ROA) for the last 3 years was also established as shown in Table 4. The 

study results indicated that in the year 2018, 23% of the firms had a reduction in their ROA by more than 50% but as at 

the year 2020, the number had decreased to 10%. Similarly, the number of firms whose ROA had decreased by less than 

50% decreased from 18% to 11% in the year 2020.  
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As at the year 2020, the number of firms whose ROA had increased by more than 50% were 31% compared to 25% in 

the year 2018 to imply an improvement in firm performance.  

Table 4: Percentage Change in Firm Performance (ROA) 

 

Decreased 

by more 

than 50% 

Decreased 

by less 

than 50% 

Increased 

by less 

than 50% 

Increased 

by more 

than 50% 

2018 23% 18% 34% 25% 

2019 16% 15% 40% 29% 

2020 10% 11% 48% 31% 

The average change in sales volume for the last 3 years was also established as shown in Figure 2. The results indicated 

that on average, the ICT firms showed an increase in sales volume by an average of 37% which further increased by an 

average of 49% and lastly 56% in the year 2020. The increase in sales volume can be attributed to the increase in adoption 

of IT especially during the Corona Virus (COVID-19) pandemic.  

 

Figure 2: Average Percentage Change in Sales Volume 

The average change in the number of repeat customers was also established for the last 3 years as shown in Figure 3. The 

results indicated that for the last 3 years, there has been an increase in the average number of repeat customers from 43% 

in the year 2018 to 67% in the year 2020.  
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Figure 3: Average Percentage Change in the number of repeat customers 

Correlation Analysis 

The study used Pearson Correlation analysis to determine the relationship between strategy formulation and performance 

tof tselected tinformation tand tcommunication technology firms in Kenya. Table 5 gives the findings of the correlation 

analysis. The results indicate that strategic direction has a positive and significant influence on firm performance (r = 

0.551; P-Value < 0.05). This implies that accomplishing more strategic direction practices during strategy formulation 

results to improved firm performance. In their study, Brady and Walsh (2008) also established those strategic directions 

significantly improved firm performance.   

Table 5: Correlation Analysis 

  Strategic 
Direction 

Organizational 
Performance 

Strategic Direction Pearson 
Correlation 

1  

Organizational 
Performance 

Pearson 
Correlation 

0.551 1 

Sig.  
(2-tailed) 

0.000  

 N 130  

 

Regression Analysis 

The study conducted a multiple regression analysis to test the effect of strategy formulation on firm performance. The 

summary of the model is as shown in Table 6.  
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Table 6: Model Summary 

R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

.551 0.304 0.298 10.14903 

Predictors: (Constant), Strategic Direction 

The model had a coefficient of determination (R2) of 0.304 which implies that is 30.4% of the variation in the dependent 

variable (performance of ICT Firms) was explained by the independent variable, strategic ddirection. The remaining 

percentage of the variations can be accounted for by other variables other than those discussed in this study. This also 

implied that there existed a strong positive relationship between the variables. The Analysis of Variance (ANOVA) 

technique was used to test the model significance, the study results are as tabulated in Table 7.  

Table 7: ANOVA Results 

 Sum of Squares df Mean Square F Sig. 

Regression 5756.233 1 5756.233 55.884 .000 

Residual 13184.37 128 103.003   

Total 18940.6 129    

Dependent Variable: Organizational Performance 

Predictors: (Constant), Strategic Direction 

The ANOVA statistics showed a valid regression model at (F = 55.884, P < 0.05). This implies that the independent 

variable was a good predictor of performance of ICT firms. Moreover, the research employed a univariate regression 

analysis to assess the model of the study. The results are as tabulated in Table 8. The results indicated that strategic 

direction has a positive and significant influence on firm performance (β = 10.864; P-Value < 0.05). This implies that an 

increase in implementation of strategic direction practices during strategy formulation significantly improved firm 

performance by 10.864 units. In their study, Odita and Bello (2015) also established those strategic directions significantly 

improved firm performance.  
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Table 8: Regression Model Coefficients 

 Unstandardized Coefficients 

Standardized 

Coefficients   

 B Std. Error Beta t Sig. 

(Constant) -25.539 6.275  -4.07 0.000 

Strategic Direction 10.864 1.453 0.551 7.476 0.000 

Dependent Variable: Organizational Performance 

CONCLUSION 

Results as discussed indicate that well implemented strategic directions have the potential to improve organizational 

performance which depends on the mission and vision of the organization. The following conclusions can be drawn in 

light of the findings above; Majority of ICT firms in Kenya have adopted strategies to remain competitive in the market. 

On input tactivities it was concluded that input tactivities had a significance influence on performance tof tselected 

tinformation tand tcommunication ttechnology firms in Kenya.  

RECOMMENDATIONS 

The study recommends that ICT companies to continue investing in strategies since they have the highest influence on 

performance which is achieved through organizational vision, mission and goals. Firms with good strategic direction can 

generate more innovative ideas and products because of the close relationship with customers which enable them to meet 

their needs before competitors. ICT firms should also focus more on aligning strategic direction to achieve organizational 

performance. Managers should consider adopting organizational direction strategies as a competitive strategy since 

findings indicate that it was only moderately used.  
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