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ABSTRACT 

Enterprise resource planning (ERP) system has been one of the most popular business 

management systems, providing benefits of real-time capabilities and seamless communication 

for business in large organizations. However, not all ERP implementations have been successful. 

Since ERP implementation affects entire organizations such as process, people, and culture, 

there are a number of challenges that companies may encounter in implementing ERP systems. 

The purpose of this study was to investigate effect of enterprise resource planning system on 

organizational performance in state corporations in Kenya. The study was guided by the 

following specific objectives: to examine the effects of financial integration, human resource 

management integration, procurement integration and ICT on organizational performance in 

state corporations in Kenya. Theories anchoring the study were Contingency theory, stakeholder 

theory and balanced score card. This study employed a descriptive research design. The target 

population were three selected state corporations in Kenya namely: Agricultural Development 

Corporation, Agricultural Finance Corporation and Pest Control Products Board. The targeted 

respondents were 330 respondents. A census method was used to select 15 managers from four 

departments (finance, human resource, ICT and procurement) and simple random sampling was 

used to select the 60 employees from the four departments (finance, human resource, ICT and 

procurement). The data collection instruments for this study were questionnaires for the 

employees and interviews for the sectional managers. The study concluded that financial 

integration systems are critical to the production of quality accounting information on a timely 

basis and the communication of that information to the decision makers. Proper management of 

the human capital or resource is the main objective for HR in supporting the organization’s 

strategic development. Through procurement best practices the state corporation focuses to 

achieve key performance indicators on different aspects of a procurement system, including cost, 

quality and timeliness of processes, system productivity and system integrity. The changes to the 

organization’s operational practices, business system and ICT infrastructure have improved 

operational processes and efficiency of the company. Consequently, this has reduced operating 

and transaction costs, increased turnover and enhanced profitability. This study recommended 

that State corporations in Kenya should support ability and facilitate coping with effectiveness of 

accounting information system (AIS) (reliability, relevance and timeliness) and performance. 

Accounting field success need, therefore, to incorporate the competencies associated with 

learning organization and organization support. The HR functions should be properly and 

strategically developed in order to enhance the human capital at different levels including hiring 

of staff, compensation /remuneration, performance reviews, training and development, 
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separation, succession planning among other aspects. Management in State Corporations in 

Kenya should ensure that there is an appropriate focus on good practice in procurement and 

that there is a significant procurement procedure in place to ensure compliance with all relevant 

guideline. The current information and communications technologies should be updated, 

upgraded and seamless integration both internally and externally should be done to improve the 

State Corporations operations. The integration of ICT in State Corporations would benefit both, 

service providers and customers bringing together other stakeholders as well, on a common 

platform. 

Key Words: Enterprise Resource Planning System, ERP, Performance, State Corporations in 

Kenya 

1. BACKGROUND TO THE STUDY 

The adoption of Information Communication and Technology (ICT) for business goes beyond 

simply buying an office computer and connecting it to the internet. It is made more beneficial if 

it is set up with integrated information systems to support the functional areas of the business. 

These areas include operations and management of accounting, finances, manufacturing, 

production, transportation, sales and distribution, human resource, supply chain, customer 

relationship and e-business. An example of such a system is the Enterprise Resource Planning 

(ERP) Software (Torach, 2011). 

Tadjer (2010) emphasizes that ERP systems are one database, one application and a unified 

interface across the entire enterprise”. ERP systems offer unique benefits to the organizations 

implementing them. This they do by improving the decision making process of the organizations 

through the provision of appropriate and timely information (Hunton et al., 2012). Globalization 

has necessitated most companies to standardize processes and learn the best practices embedded 

in ERP systems, which ensure quality and predictability in their global business interests by 

reducing cycle time from order to delivery (Ross, 2013). With the evolvement of ERP systems, 

the interest in the impact that these systems have on organizational performance has risen. 

2. STATEMENT OF THE PROBLEM 

ERP systems attempt to integrate all business processes into one enterprise wide solution to 

enhance data homogeneity and integration of modular applications (Morris & Venkatesh, 2010). 

To handle challenges encountered by various transactional systems within an organization, a 

common course of action has been the adoption of Enterprise Resource Planning (ERP) system. 

The challenge most organizations encounter is in consolidating ERP systems within the 

organization. Many organizations prefer a system platform that would provide integration for 

processes throughout the organization’s divisional systems to replace the previous transactional 

systems. 

ADC adopted the ERP system to streamline its support departments’ operations with the 

eventual goal of efficiency in running its core business of revenue collection. The purpose of the 

ERP was to modernize the support departments Finance department, Human Resource 

department and Procurement and Supplies department. This adoption has been marked by a 

mixture of success and challenges (ADC 2017). Reports on the adoption, state that customization 

of the ERP software from the vendors to KRA business operations has been limited. The ERP 

system has also been very expensive. ERP implementation is considerably also more difficult 

and politically charged because the organisation is structured in such a way that there are 
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independent support departments, each responsible for their own reports, because they each have 

different processes, rules, data semantics, authorization hierarchies and decision centres (KRA 

2017) .  

Numerous researches have been conducted on ERP on organizational performance. 

Internationally, Poston and Grabski (2011) analysed four financial performance measures before 

and after implementing ERP systems using univariate tests and their results show that adoption 

of ERP leads to efficiency. Hunton et al (2010) also researched on the impact of ERP systems 

adoption and overall organizational performance using financial ratios and their results fail to 

indicate a performance improvement for ERP adopters. Locally, Koske (2005) analysed the 

impact of use of ERP in manufacturing companies in Kenya using a survey of 16 companies and 

his results show that at the organizational level, ERP has very positive impact on the 

performance of companies. Therefore, this study sought to investigate effect of enterprise 

resource planning system on organizational performance in state corporations in Kenya. 

3. OBJECTIVES OF THE STUDY 

The general objective of this study was to investigate effect of enterprise resource planning 

system on organizational performance in state corporations in Kenya. 

The specific research objectives were: 

i. To examine the effects of financial integration on performance of state corporations 

in Kenya. 

ii. To establish the effects of human resource management integration on performance 

of state corporations in Kenya. 

iii. To determine the effects of procurement integration on performance of state 

corporations in Kenya  

iv. To investigate the effects of ICT integration on performance of state corporations in 

Kenya. 

4. RESEARCH QUESTIONS 

i. What are the effects of financial integration on performance of state corporations in 

Kenya? 

ii. What are the effects of human resource management integration on performance of 

state corporations in Kenya? 

iii. What are the effects of procurement integration on performance of state corporations 

in Kenya?  

iv. What are the effects of ICT integration on performance of state corporations in 

Kenya? 

5. THEORETICAL REVIEW 

5.1 Contingency Theory 

The study was guided by Contingency Theory (CT) developed by Lawrence and Lorsch (1967). 

In this study, as the two levels in the research framework are composed of contextual factors or 

contingencies such as size, culture, structure, and so forth. CT assumes the existence of rational 

actors and often researchers using it narrow their focus to deterministic models (i.e., only the 

arrows representing a required association are shown and the effects of other factors are ignored) 

(Weill & Olson, 1989). Due to the limitations in CT and its gradually diminishing influence 

among researchers in IS and related field, Weill and Olson (1989) encourage the use of other 



International Journal of Current Aspects in Project Management (IJCAPM), Volume I, Issue I, October 2017, PP 

1-12 

4 

www.ijcab.org/journals 
 

theories to explain aspects of organizational behavior. The Contingency Theory states that 

organizational effectiveness in this instance ERP effectiveness or success can result from the 

matching of organizational characteristics with contingency factors. 

5.2 Stakeholder Theory (ST) 

This study was guided by the Stakeholder Theory (ST) that was proposed by Freeman (1984). ST 

states that sustainable success rests upon a systematic consideration of the views of all key 

stakeholders of which organizations are made up (Pouloudi & Whitley, 1997; Lyytinen et al., 

1998). The Stakeholder Theory considers two perspectives: inside-in (employees, managers) and 

inside-out (others: shareholders, partners). In the extent IS literature, stakeholders have been 

identified based on a particular research purpose. For example, Lyytinen et al (1998) describe 

stakeholders as actors that can set forward claims or benefit from IT systems development issues.  

Singletary et al. (2003) identified stakeholders as managers, IT professionals, and end users. 

Thus, ST could facilitate insights when ERP success is to be discussed from the point of view of 

differing organizational stakeholder groups, which appear to be similar to the dictates of the 

organizational performance literature in which “the perspective of the evaluator” is esteemed 

(Cameron, 1986). However, there are shortcomings in ST as well. Due to its origins, it tends to 

focus more on control and governance structures in corporations than on how organizational 

actors relate with each other. In discussing the cracks in ST, Weiss (2006, p.5) asserts that “ST 

grounds its view of the moral issues surrounding the enterprise in the issue of the control and 

governance of large corporations.” Phillips (2004) sums the limitations of ST by noting that 

historically ST has been plagued by questions on how to allocate management resources, 

including time, energy, etc. to other stakeholder groups in the corporation. He adds “While there 

is no determinate algorithm, ST can provide some broad direction on making these decisions”. 

5.3 Balanced Score Card 

This study was guided by balanced Balanced score card by Kaplan & Norton (1995). Balanced 

Score Card (BSC) suggests managers to view organization’s performance from four dimensions, 

customer perspective, internal perspective, innovation & learning perspective, financial 

perspective (Kaplan & Norton, 1995). BSC incorporates financial and non-financial measures in 

one measurement system. The objectives and measures of BSC are derived from an 

organization’s vision and strategy. The Balanced Scorecard provides executives with a 

comprehensive framework that translates a company’s vision and strategy into a coherent set of 

performance measures. According to Kaplan and Norton (1995) the balanced scorecard not only 

allows the monitoring of present performance, but also tries to capture information about how 

well the organization is positioned to perform in the future. Furthermore, the Balanced Scorecard 

has evolved to become a core management tool, in that it helps CEOs not only to clarify and 

communicate strategy, but also to manage strategy. In practice, companies use the BSC approach 

to accomplish four critical management processes, clarify and translate vision and strategy, 

communicate and link strategic objectives and measures, plan, set targets, and align strategic 

initiatives and enhance strategic feedback and learning. 

The Balanced Score Card (BSC) is a management system used to align business activities to the 

vision and strategy of the organization, improve internal and external communication and 

monitor organizational performance against strategic goals. It is a performance measurement tool 

that considers not only financial measures but also customer satisfaction, business process and 

learning measures (Johnson et al., 2008). Organizations primarily uses balanced score card as a 
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performance  measurement tool and recommends that the company should provide enough 

resources  especially for funding further comprehensive sensitization on the importance of 

balanced score card. 

6. CONCEPTUAL FRAMEWORK 

Figure 1 shows the relationship between independent variables and dependent variable. The 

independent variables are the financial integration, human resource management integration, 

procurement integration and ICT integration. The dependent variable is the organizational 

performance in state corporations. 

Independent Variables 

 

 Dependent Variable 

  

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1: Conceptual Framework 

7. Research Methodology 

This study employed a descriptive research design. The target population in this study was three 

selected state corporations in Kenya namely: Agricultural Development Corporation, 

Agricultural Finance Corporation and Pest Control Products Board. The targeted respondents 

was 330 respondents comprising of 15 sectional managers and 105 employees from Finance 

department, IT department, Human resources, Procurement department. Stratified sampling was 

used to sample the respondents from the selected four departments (finance, human resource, 

ICT and procurement). A census method was used to select the managers and simple random 

sampling was used to select the employees. All the managers were selected and a 30% of the 

population of the employees was used to obtain a sample size. The data collection instruments 

for this study were questionnaires for the employees and interviews for the sectional managers. 

Before the actual data is collected; the researcher carried out a pilot study in Agricultural 
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Development Corporation (ADC) because it is a state corporation and it will not be included in 

the study. The pilot study comprised of 10 respondents. The reason behind pilot study was to 

assess the clarity of the questionnaire items so that those items found to be vague or inadequate 

was discarded or modified to improve the quality of the research instruments. 

To ascertain validity of the questionnaire the researcher consulted statistician for further 

improvements to make criticism and comments on the same. Reliability was assessed with the 

use of Cronbach’s alpha coefficient. The coefficient was used to estimate the proportion of 

variance that is systematic or consistent in a set of test scores. A coefficient of 0.8 was obtained.  

 Collected data was first coded and then quantitatively analyzed using descriptive statistics such 

as mean and standard deviation according to statistical information derived from the research 

questions. The coded data was then tabulated and presented for statistical analysis by use of 

Statistical Package for Social Sciences. Correlation and regression analysis was used to show 

relationship between independent variable and the dependent variable.  

8. DATA ANALYSIS RESULTS 

In order to establish the effect of independent variables on the dependent variable, data was 

collected on each of the identified independent variable and thereafter, regression analysis was 

done. However, before carrying out the regression analysis, it was necessary to carry out 

correlation analysis was done to show the strength of a relationship between the independent 

variables and dependent variable. 

8.1 Correlation 

Table 1: Correlation Analysis 

  

Financial 

Integration 

Human 

Resource 

Managemen

t 

Integration 

Procurement 

Integration 

ICT 

Integration 

financial 

integration  

Pearson Correlation 1 .155 -.054 .127 

Sig. (2-tailed)  .259 .693 .357 

N 55 55 55 55 

human 

resource 

managemen

t integration  

Pearson Correlation .155 1 .614** .295* 

Sig. (2-tailed) .259  .000 .029 

N 55 55 55 55 

procuremen

t integration  

Pearson Correlation -.054 .614** 1 .555** 

Sig. (2-tailed) .693 .000  .000 

N 55 55 55 55 

ICT 

integration  

Pearson Correlation .127 .295* .555** 1 

Sig. (2-tailed) .357 .029 .000  

N 55 55 55 55 

**. Correlation is significant at the 0.01 level (2-tailed). 

*. Correlation is significant at the 0.05 level (2-tailed). 
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The Pearson correlation for financial integration was found to be r=-0.54 (p<0.05) which showed 

a weak correlation and a negative significance with procurement integration as compared with 

the rest of the variables at 0.05 level of significance. P value was 0.693 greater than 0.05 which 

showed that the relationship was not significant. The Pearson correlation for human resource 

management integration was found to be r=0.614 (p>0.05) which showed a strong correlation 

and a positive significance with procurement integration as compared with the rest of the 

variables at 0.05 level of significance. P value was 0.00 less than 0.05 which showed a 

significance relationship. The Pearson correlation for procurement integration was found to be 

r=0.555 (p>0.05) which showed a weak correlation and a positive significance with ICT 

integration as compared with the rest of the variables at 0.05 level of significance. P value was 

0.00 less than 0.05 which showed a significance relationship. The Pearson correlation for ICT 

integration was found to be r=0.127 (p>0.05) which showed a weak correlation and a positive 

significance with financial integration as compared with the rest of the variables at 0.05 level of 

significance. P value was 0.357 greater than 0.05 which showed that there was no significance 

relationship. 

8.2 Regression Analysis 

The researcher conducted a multiple regression analysis so as to test relationship among 

independent variables and dependent variable. The researcher applied the statistical package for 

social sciences to code, enter and compute the measurements of the multiple regressions for the 

study. 

Table 2: Results of Multiple Regressions 

Model R R Square Adjusted R 

Square 

St. Error of the Estimate 

1 

Financial 

Integration 

HRM 

Integration 

Procurement 

Integration 

ICT 

Integration    

0.622 

0.654 

0.712 

0.568 

0.632 

0.756 

0.547 

0.478 

0.641 

0.599 

0.678 

0.756 

0.841 

0.613 

0.703 

 

0.598 

0.500 

0.498 

0.496 

0.502 

 

Coefficient of determination explains the extent to which changes in the dependent variable can 

be explained by the change in the independent variables or the percentage of variation in the 

dependent variable that is explained by all the four independent variables. The four independent 

variables that were studied, explain only 75.6% of the performance of organizational 

performance in state corporations in Kenya by the R squared. This therefore means that other 

factors not studied in this research contribute 24.4% of the performance of organizational 

performance in state corporations in Kenya. Therefore, further research should be conducted to 
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determine the influence of performance of organizational performance in state corporations in 

Kenya. 

Table 3: Determination of Coefficient 

Model   Unstandardized 

Coefficients 

Standardized 

Coefficients 

T Sig. 

B Std. Error Beta 

Constant       0.431 0.542  4.123 0.003 

Financial Integration    0.756 0.300 0.211 3.978 0.005 

Human Resource 

Management Integration     0.841 0.399 0.354 2.745 0.002 

Procurement Integration     0.613 0.284 0.362 3.461 0.001 

ICT Integration        0.706         0.461           0.245          2.999  0.006 

 

As per the SPSS generated table above, the equation for prediction was Y= 0.431- 0.756 X1+ 

0.841X3- 0.613 X3 + 0.706X4. Where Y= Performance of State Corporations, X1= Financial 

Integration, X2= Human Resource Management Integration, X3= Procurement Integration and 

X4= ICT Integration.  

9. CONCLUSION 

The study concludes that financial integration are critical to the production of quality accounting 

information on a timely basis and the communication of that information to the decision makers. 

The study findings established that there is a relationship between the financial integration and 

organizational performance, though it is important to highlight that an in-depth study is required 

to examine other factors that may influence this relationship. The information value generated by 

through financial integration to shareholders and stakeholders in making investment decisions is 

invaluable. The major challenges were lack of proper training and lack of proper system 

documentation as some of the challenges they face. 

The study concludes that proper management of the human resource is the main objective for HR 

in supporting the organization’s strategic development. Majority of the organizations have 

increasingly come to view the human resource as a unique asset that can provide sustained 

competitive advantage. Business success can only be achieved if organizations are successful at 

managing their human capital to achieve a competitive edge. 

The study concludes that through procurement integration best practices the state corporation 

focuses to achieve key performance indicators on different aspects of a procurement system, 

including cost, quality and timeliness of processes, system productivity and system integrity. The 

procurement system is influenced by culture and technology. The aspect of how to control and 

coordinate the activity between the state corporations in the supply chain and how ICT affects 
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the level of control integration in the supply chain is of great importance.  

From the findings the study concludes that there is a strong positive correlation between ICT 

integration and organizational performance in State Corporation in Kenya. The changes to the 

organisation’s operational practises, business system and ICT infrastructure have improved 

operational processes and efficiency of the company. Consequently, this has reduced operating 

and transaction costs, increased turnover and enhanced profitability. 

10. RECOMMENDATIONS 

On financial integration, state corporations in Kenya should support ability and facilitate coping 

with effectiveness of financial integration (reliability, relevance and timeliness) and 

performance. Accounting field success need, therefore, to incorporate the competencies 

associated with learning organization and organization support. The state corporations should 

sensitize the staff and customers to utilize the capabilities of financial integration.  

On human resource management integration, the HR functions should be properly and 

strategically developed in order to enhance the human capital at different levels including hiring 

of staff, compensation /remuneration, performance reviews, training and development, 

separation, succession planning among other aspects. It would be worthwhile to ensure most of 

the routine and administrative duties are automated or outsourced in order to make way for the 

HR staff to focus on more strategic initiatives. The automation and outsourcing will enable the 

HR personnel to operate at both administrative and strategic levels. In order for the HR to be 

respected for its contribution to the business value, it has to be involved in the overall business 

strategy. It also must measure itself in a business manner; by ensuring that it aligns itself with 

other departments’ goals and objectives.  

On procurement integration, the study recommends that management in State Corporations in 

Kenya should ensure that there is an appropriate focus on good practice in procurement and that 

there is a significant procurement procedure in place to ensure compliance with all relevant 

guideline. On delivering services management must address the issue of procurement best 

practices as these has accrued benefits directly to the bottom line of organizations. The study also 

recommends that procurement teams in State Corporations should adopt a culture of 

collaboration and continuous improvement, create and actively use management information to 

inform strategic procurement decisions, embed best practice and improve organizational 

processes. 

On ICT integration, the study recommends that the current information and communications 

technologies should be updated, upgraded and seamless integration both internally and externally 

should be done to improve the State Corporations operations. The integration of ICT in State 

Corporations would benefit both, service providers and customers bringing together other 

stakeholders as well, on a common platform. The selection of right information communications 

technology tool is also crucial to match the customer requirements with service dimensions. 
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