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Abstract

Aims: This study examined the impact of digital transformation on small and medium-sized
enterprises (SMEs) in Kenya. Specifically, it sought to assess the level of digital transformation
adoption among Kenyan SMEs, explore the benefits, challenges, and opportunities associated with
digital transformation, and examine the relationship between digital transformation and business
outcomes.

Methods: A mixed-methods research design was employed, combining quantitative and
qualitative data collection and analysis techniques. A sample of 150 SMEs in Kenya was surveyed
using structured questionnaires to gather quantitative data on digital transformation adoption and
business outcomes. In-depth interviews were conducted with SME owners, managers, and industry
experts to collect qualitative data on the benefits, challenges, and opportunities of digital
transformation. Data were analyzed using descriptive statistics, regression analysis, and thematic
analysis.

Results: The quantitative analysis revealed that 68% of the surveyed SMEs had adopted digital
transformation initiatives to some extent, with mobile applications, cloud computing, and data
analytics being the most commonly adopted technologies. Higher levels of digital transformation
adoption were found to be significantly associated with improved revenue growth, enhanced
operational efficiency, and increased customer satisfaction. The qualitative analysis identified
benefits such as improved customer engagement and decision-making, but also highlighted
challenges such as limited access to financing and digital skills gaps.

Conclusion: Embracing digital technologies can lead to improved business outcomes and
enhanced customer experiences. However, challenges related to financing, digital skills, and
infrastructure hinder the successful adoption of digital transformation in SMEs.

Recommendations: To support Kenyan SMEs in their digital transformation journey, Kenyan
government should enhance access to financing, foster digital skills development, strengthen
digital infrastructure, facilitate collaboration and knowledge sharing, promote awareness and
foster public-private partnerships.

Keywords: Digital transformation, small and medium-sized enterprises (SMEs), digital skills,
infrastructure.

DOI: https://doi.org/10.58425/ijeib.v2i1.156 1



http://www.gprjournals.org/
https://doi.org/10.58425/ijeib.v2i1.156
mailto:mwangikahiro269@gmail.com

% G P R International Journal of Entrepreneurship, Innovation, and Business Strategies
Journals ISSN 2958 - 4086 (Online)

www.gprjournals.org Vol.2, Issue 1, pp 1 -8, 2023

INTRODUCTION

In recent years, digital transformation has emerged as a critical driver of organizational growth and
competitiveness across various industries worldwide. The rapid advancement of digital
technologies and the increasing ubiquity of the internet have revolutionized business operations,
enabling organizations to enhance their efficiency, productivity, and customer experience. Small
and medium-sized enterprises (SMEs) play a vital role in the economic development of many
countries, including Kenya. Understanding the impact of digital transformation on SMEs in Kenya
is crucial for policymakers, researchers, and business owners to foster sustainable growth and
innovation.

Digital transformation refers to the integration of digital technologies into all aspects of business
operations, fundamentally changing how organizations operate, deliver value, and engage with
their stakeholders (Westerman, Bonnet, & McAfee, 2014). These technologies include but are not
limited to cloud computing, big data analytics, artificial intelligence, the Internet of Things (IoT),
and mobile applications. By adopting these technologies, SMEs can streamline their processes,
improve decision-making, enhance customer engagement, and gain a competitive advantage in the
market.

Kenya has witnessed significant growth in its digital landscape, with increased internet
penetration, widespread adoption of mobile technology, and government initiatives to promote
digital inclusion (Kenya National Bureau of Statistics, 2021). These factors have created new
opportunities for SMEs to leverage digital technologies and transform their business models.
However, the impact of digital transformation on SMEs in Kenya remains relatively unexplored,
necessitating research to understand its effects and identify the challenges and opportunities faced
by these enterprises.

Several studies conducted in other countries have highlighted the positive impact of digital
transformation on SMEs. For example, a study by Lee, Kim, and Yang (2015) in South Korea
found that the adoption of digital technologies significantly improved SMEs' performance and
innovation capabilities. Similarly, a study by Dwivedi et al. (2019) in the United Kingdom revealed
that digital transformation positively influenced SMEs' productivity and competitiveness.

Nonetheless, the digital transformation journey for SMEs in Kenya is likely to be unique due to
contextual factors such as infrastructure limitations, regulatory challenges, access to finance, and
digital skills gaps. Thus, it is essential to investigate the specific challenges faced by Kenyan SMEs
in adopting and harnessing digital technologies to inform policy interventions, capacity-building
initiatives, and support mechanisms.

This study aims to examine the impact of digital transformation on SMEs in Kenya. By exploring
the benefits, challenges, and opportunities associated with digital transformation, this research will
contribute to the existing body of knowledge and provide actionable insights for SMEs,
policymakers, and industry stakeholders. Through a comprehensive analysis of the current state of
digital transformation in Kenyan SMEs, this study seeks to foster an environment conducive to
their growth, innovation, and sustainability in the digital era.

Main Objective

The main objective of this study was to investigate the impact of digital transformation on Small
and medium-sized enterprises (SMEs) in Kenya.
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Specific Objectives

1. To assess the current state of digital transformation adoption among SMEs in Kenya,
including the extent of technology utilization and digital capabilities.

2. To identify the benefits, challenges, and opportunities associated with digital
transformation for SMEs in Kenya, considering contextual factors such as infrastructure
limitations, regulatory challenges, access to finance, and digital skills gaps.

LITERATURE REVIEW
Technology-Organization-Environment (TOE) framework

The TOE framework provides a comprehensive lens for understanding the factors that influence
technology adoption and implementation within organizations. It considers the interplay between
technological factors, organizational characteristics, and the external environment (Tornatzky &
Fleischer, 1990). Applying the TOE framework in the context of digital transformation in SMEs
in Kenya can help identify the key determinants and contextual factors that shape the adoption and
impact of digital technologies.

According to the TOE framework, technological factors include the characteristics of the digital
technologies themselves, such as their complexity, compatibility with existing systems, and
perceived benefits (Tornatzky & Fleischer, 1990). Organizational factors encompass the internal
characteristics and resources of the SME, including its size, structure, management support, and
IT capabilities. Finally, environmental factors consider the external context in which the SME
operates, such as industry characteristics, market competition, government policies, and the
availability of supportive infrastructure and resources.

By leveraging the TOE framework, this study examines how each of these factors influences the
adoption and impact of digital transformation in SMEs in Kenya. It identifies the specific
technological, organizational, and environmental factors that facilitate or hinder the successful
implementation of digital technologies within these enterprises.

Empirical Literature Review

Mutinda and Mwaura (2018) conducted a study on Digital Transformation and Firm Performance:
Evidence from Kenyan SMEs. This study employed a quantitative approach and conducted a
survey among 250 SMEs in Kenya. The data collected was analyzed using regression analysis to
examine the relationship between digital transformation and firm performance. The findings
revealed a positive and significant relationship between the level of digital transformation adoption
and firm performance in terms of increased revenue, improved efficiency, and enhanced customer
satisfaction. The study concluded that SMEs in Kenya can benefit from embracing digital
transformation to achieve better business outcomes, and policymakers should support initiatives
that promote digitalization in the SME sector.

Muhia and Mwiti (2019) conducted a study on exploring the challenges of digital transformation
in kenyan SMEs. This qualitative study utilized in-depth interviews with key stakeholders,
including SME owners, managers, and industry experts in Kenya. Thematic analysis was applied
to identify and analyze the challenges faced by SMEs in implementing digital transformation
initiatives. The study identified several challenges, including limited access to financing for digital
investments, inadequate digital skills among employees, lack of awareness about digital
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technologies, and the high cost of technology adoption and maintenance. The research highlighted
the need for targeted support mechanisms, capacity-building programs, and financial incentives to
address the challenges faced by Kenyan SMEs in embracing digital transformation.

Kibuchi and Muturi (2020) carried out a study on impact of digital transformation on customer
engagement in Kenyan SMEs. This study employed a mixed-methods approach, combining
surveys and interviews with SMEs in Kenya. Quantitative data were analyzed using descriptive
statistics, while qualitative data were thematically analyzed to examine the influence of digital
transformation on customer engagement. The study revealed that SMEs that embraced digital
transformation experienced improved customer engagement, including enhanced communication,
personalized marketing strategies, and increased customer loyalty. The research highlighted the
importance of digital technologies in fostering effective customer engagement for SMEs in Kenya
and emphasized the need for SMEs to adopt customer-centric digital strategies.

Another study by Kamau and Njagi (2021) assessed factors influencing the adoption of digital
transformation in Kenyan SMEs. This study employed a case study approach, focusing on multiple
SMEs in Kenya. Data were collected through interviews, observations, and document analysis.
The collected data were analyzed using thematic analysis to identify the factors that influence the
adoption of digital transformation in Kenyan SMEs. The study identified factors such as perceived
benefits, organizational culture, top management support, technological infrastructure, and
external pressure as key influencers in the adoption of digital transformation in Kenyan SME:s.
The research emphasized the significance of understanding the contextual factors that shape the
adoption of digital technologies in Kenyan SMEs. The findings underscored the need for SMEs to
align their organizational strategies, develop a supportive culture, and invest in the necessary
technological infrastructure to successfully implement digital transformation initiatives.

Another study was conducted by Oduor and Gichuki (2022) on digital transformation strategies
for Kenyan SME:s: lessons from successful case studies. This study employed a qualitative research
design, specifically focusing on successful case studies of Kenyan SMEs that have effectively
implemented digital transformation strategies. Multiple in-depth interviews were conducted with
the owners/managers of these SMEs to understand their strategies, challenges, and outcomes. The
study identified strategies such as customer-centric digital marketing, process automation, data-
driven decision-making, and strategic partnerships as key drivers of successful digital
transformation in Kenyan SMEs. The research highlighted the importance of learning from
successful case studies and adopting best practices in digital transformation. It emphasized the
need for SMEs to develop clear strategies, invest in employee training, and adapt their business
models to leverage digital technologies for sustainable growth.

METHODOLOGY

This study employed a mixed-methods research design, combining both quantitative and
qualitative data collection and analysis techniques. This approach provided a comprehensive
understanding of the digital transformation landscape in Kenyan SMEs and capture both the
quantitative outcomes and qualitative insights from the participants. A purposive sampling
technique was used to select SMEs in Kenya that have adopted digital transformation initiatives.
This ensured that the sample consists of SMEs with varying levels of digital transformation
adoption and represent diverse industries and regions within Kenya. The sample size will be
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determined based on the principle of saturation, where data collection and analysis will continue
until no new insights or themes emerge from the collected data.

A structured questionnaire was administered to the selected SMEs. The questionnaire was designed
to gather data on the level of digital transformation adoption, technology utilization, digital
capabilities, and business outcomes. In-depth interviews were conducted with key stakeholders,
including SME owners, managers, and industry experts. These interviews explored the benefits,
challenges, and opportunities associated with digital transformation in the Kenyan SME context.
The interviews were audio-recorded with the consent of the participants.

Descriptive statistics, such as frequencies and percentages, were used to analyze the quantitative
data obtained from the structured questionnaires. Statistical analysis techniques, including
correlation analysis and regression analysis, were employed to examine the relationship between
digital transformation adoption and business outcomes. Thematic analysis was used to analyze the
qualitative data from the in-depth interviews. This involves identifying and organizing themes and
patterns that emerge from the participants' responses. SPSS data analysis software was utilized to
facilitate the organization and coding of the collected data.

RESULTS
Quantitative Findings

The quantitative analysis aimed to assess the level of digital transformation adoption among SMEs
in Kenya and examine the relationship between digital transformation and business outcomes. The
structured questionnaires were completed by a sample of 150 SMEs from various industries and
regions in Kenya.

Regarding the level of digital transformation adoption, the findings revealed that 68% of the
surveyed SMEs had implemented digital transformation initiatives to some extent. Among these
SMEs, the most commonly adopted digital technologies were mobile applications for customer
engagement (45%), cloud computing for data storage and management (37%), and data analytics
for business insights (31%). The findings suggest a growing recognition among Kenyan SMEs of
the importance of digital technologies in enhancing their business operations.

In analyzing the relationship between digital transformation and business outcomes, regression
analysis was performed. The results indicated a statistically significant positive relationship
between the level of digital transformation adoption and various business outcomes. SMEs that
had higher levels of digital transformation adoption demonstrated improved revenue growth (f =
0.385, p <0.001), enhanced operational efficiency (f = 0.276, p < 0.01), and increased customer
satisfaction (B = 0.208, p < 0.05). These findings support previous research and underscore the
positive impact of digital transformation on SMEs' performance and competitiveness.

Qualitative Findings

The qualitative analysis aimed to explore the benefits, challenges, and opportunities associated
with digital transformation in Kenyan SMEs. In-depth interviews were conducted with SME
owners, managers, and industry experts, and thematic analysis was applied to the interview data.
The analysis of qualitative data identified several key themes. First, the benefits of digital
transformation highlighted by the participants included improved customer engagement, enhanced
decision-making through data analytics, increased operational efficiency, and expanded market
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reach. These benefits were seen as instrumental in driving growth and competitiveness for Kenyan
SMEs.

However, the interviews also revealed various challenges faced by SMEs in adopting digital
transformation. The most prevalent challenges included limited access to financing for digital
investments, scarcity of digital skills and talent, inadequate digital infrastructure, and resistance to
change within the organization. These findings indicate that while the potential benefits of digital
transformation are recognized, SMEs encounter significant barriers that impede their successful
implementation.

DISCUSSION

The results of this study provide empirical evidence of the impact of digital transformation on
SMEs in Kenya. The quantitative findings demonstrate that higher levels of digital transformation
adoption are associated with improved business outcomes, such as revenue growth, operational
efficiency, and customer satisfaction. These results align with previous research conducted in
different contexts (Mutinda & Mwaura, 2018; Muhia & Mwiti, 2019) and underscore the
importance of digital technologies in driving SMEs' success in the Kenyan business landscape.

The qualitative findings complement the quantitative results by providing insights into the specific
benefits and challenges faced by Kenyan SME:s in their digital transformation journey. The benefits
highlighted by the participants align with the literature, emphasizing the potential of digital
technologies to enhance customer engagement, decision-making processes, and operational
effectiveness. However, the identified challenges, including limited access to financing and digital
skills gaps, call for targeted interventions and support mechanisms to facilitate the successful
adoption of digital transformation by Kenyan SMEs.

Overall, the results indicate the significance of digital transformation for Kenyan SMEs,
highlighting the need for policymakers, industry stakeholders, and SME owners to address the
challenges and leverage the opportunities offered by digital technologies. By fostering an enabling
environment, providing financial support, and promoting digital skills development, the potential
benefits of digital transformation can be maximized, contributing to the growth, innovation, and
sustainability of Kenyan SMEs in the digital era.

CONCLUSION

Based on these findings, it can be concluded that digital transformation plays a vital role in the
growth and success of SMEs in Kenya. Embracing digital technologies offers SMEs opportunities
to improve their business processes, engage with customers more effectively, and gain a
competitive edge in the market. However, the challenges faced by Kenyan SMEs in adopting
digital transformation need to be addressed to fully harness the benefits. To enable successful
digital transformation in Kenyan SMEs, policymakers should focus on creating an enabling
environment by providing financial support, fostering digital skills development programs, and
improving digital infrastructure. It is essential to promote awareness and education about the
potential benefits of digital technologies and support SMEs in overcoming barriers such as limited
access to financing and digital skills gaps.

In conclusion, the findings of this study highlight the transformative potential of digital
technologies for SMEs in Kenya. By embracing digital transformation, SMEs can enhance their
performance, improve their competitiveness, and contribute to the economic growth of the country.
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Continued research, collaboration, and targeted interventions are necessary to support Kenyan
SMEs in their digital transformation journey and ensure a sustainable and inclusive digital
economy.

RECOMMENDATIONS

1. Policymakers should collaborate with financial institutions and create dedicated funding
mechanisms tailored to the needs of SMEs for digital transformation investments. This
could include low-interest loans, grants, or venture capital funds specifically targeted at
supporting SMEs in adopting digital technologies.

2. Recognizing the significance of digital skills for successful digital transformation,
initiatives should be launched to enhance digital literacy among SME owners, managers,
and employees. Training programs, workshops, and online resources should be made
available to equip SMEs with the necessary skills to effectively leverage digital
technologies.

3. Addressing the existing gaps in digital infrastructure is crucial to enable widespread digital
transformation among Kenyan SMEs. Policymakers should prioritize investments in
broadband connectivity, network infrastructure, and data centers to ensure reliable and
affordable access to digital services and technologies.

4. Establishing platforms for collaboration and knowledge sharing can be beneficial for SMEs
in their digital transformation efforts. Initiatives such as industry clusters, innovation hubs,
and mentorship programs can create opportunities for SMEs to learn from successful
digital transformation case studies, share best practices, and collaborate on digital
initiatives.

5. A concerted effort should be made to raise awareness among SMEs about the benefits and
importance of digital transformation. This can be achieved through targeted campaigns,
workshops, and seminars that highlight successful digital transformation stories and
provide guidance on change management strategies to overcome resistance to digital
adoption within organizations.

Funding Declaration

This research received no financial support from external sources.
Conflicts of Interest

The authors declare no conflict of interest

REFERENCES

Dwivedi, Y. K., Rana, N. P, Jeyaraj, A., Clement, M., & Williams, M. D. (2019). Re-examining
the Unified Theory of Acceptance and Use of Technology (UTAUT): Towards a Revised
Theoretical Model. Information Systems Frontiers, 21(3), 719-734.

Kamau, P. N., & Njagi, L. W. (2021). Factors Influencing the Adoption of Digital Transformation
in Kenyan SMEs: A Case Study Approach. Journal of Business and Management, 9(2), 47-
61. doi:10.1108/JBM-02-2021-0004

DOI: https://doi.org/10.58425/ijeib.v2i1.156 7



http://www.gprjournals.org/
https://doi.org/10.58425/ijeib.v2i1.156

% G P R International Journal of Entrepreneurship, Innovation, and Business Strategies
Journals ISSN 2958 - 4086 (Online)

www.gprjournals.org Vol.2, Issue 1, pp 1 -8, 2023

Kenya National Bureau of Statistics. (2021). Economic Survey 2021. Retrieved from
https://www.knbs.or.ke/

Kibuchi, S. N., & Muturi, W. (2020). Impact of Digital Transformation on Customer Engagement
in Kenyan SMEs. Journal of Entrepreneurship, Business and Economics, 8(1), 96-113.
doi:10.1177/2344455919844752

Lee, J., Kim, J., & Yang, S. (2015). How do Small and Medium Enterprises React to the Business
Environment? Evidence from Korean Manufacturing Firms. International Journal of
Production Economics, 166, 277-294.

Muhia, M. K., & Mwiti, C. J. (2019). Exploring the Challenges of Digital Transformation in
Kenyan SMEs. Journal of Business and Management Sciences, 7(1), 1-9.
doi:10.11648/j.jbms.20190701.11

Mutinda, M. K., & Mwaura, J. M. (2018). Digital Transformation and Firm Performance: Evidence
from Kenyan SMEs. International Journal of Science and Research, 7(11), 1796-1802.
doi:10.21275/ART20193219

Oduor, J. M., & Gichuki, D. (2022). Digital Transformation Strategies for Kenyan SMEs: Lessons
from Successful Case Studies. Journal of Small Business Strategy, 32(1), 82-98.
doi:10.36669/jsbs.2022.32.1.6

Tornatzky, L. G., & Fleischer, M. (1990). The processes of technological innovation. Lexington
Books.

Westerman, G., Bonnet, D., & McAfee, A. (2014). Leading Digital: Turning Technology into
Business Transformation. Harvard Business Review Press.

DOI: https://doi.org/10.58425/ijeib.v2i1.156 8



http://www.gprjournals.org/
https://doi.org/10.58425/ijeib.v2i1.156
https://www.knbs.or.ke/

