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Abstract

This study examines the relationship between digital strategy alignment and business performance
in small and medium-sized enterprises (SMEs). The purpose of the study is to assess how aligning
digital initiatives with overall business strategies influences organizational performance. A
quantitative research approach was adopted, using survey data collected from selected SMEs. The
data were analyzed using descriptive and inferential statistical techniques to evaluate the impact
of digital strategy alignment on financial, operational, and market performance. The findings
reveal that SMEs with a high level of digital strategy alignment experience improved efficiency,
enhanced customer engagement, and stronger overall business performance compared to those
with weak alignment. The study concludes that digital strategy alignment plays a significant role
in driving sustainable performance in SMEs and recommends that SME owners and managers
integrate digital planning into their core business strategies to maximize competitive advantage.

Introduction
1. Background Information

Small and Medium-Sized Enterprises (SMEs) play a critical role in economic development by
contributing to employment generation, innovation, and gross domestic product across both
developed and developing economies. In recent years, rapid advancements in digital technologies
have transformed how businesses operate, compete, and deliver value to customers. Technologies
such as e-commerce platforms, digital marketing tools, cloud computing, and data analytics have
become increasingly accessible to SMEs, enabling them to improve efficiency and expand market
reach.

Despite the growing adoption of digital technologies, many SMEs fail to achieve the expected
performance benefits. This challenge is often attributed not to the absence of digital tools, but to
the lack of alignment between digital strategies and overall business objectives. Digital strategy
alignment ensures that technology investments support organizational goals, operational processes,
and competitive positioning. For SMEs operating in highly dynamic and competitive environments,
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aligning digital initiatives with business strategy has become essential for sustaining performance
and long-term growth.

2. Literature Review

Existing literature emphasizes the importance of strategic alignment between information
technology and business strategy. Scholars argue that firms achieve superior performance when
digital technologies are integrated into strategic planning rather than implemented in isolation.
Studies on SMEs indicate that aligned digital strategies contribute to improved operational
efficiency, better customer relationships, and enhanced decision-making capabilities.

However, prior research also highlights several challenges faced by SMEs, including limited
financial resources, lack of digital expertise, and weak managerial commitment to digital
transformation. Some studies suggest that while digital adoption is increasing among SMEs,
strategic misalignment often leads to underutilization of digital tools and poor return on investment.
Although research on digital transformation is extensive, there remains a gap in empirical studies
focusing specifically on how digital strategy alignment affects overall business performance in
SMEs, particularly in developing economies.

3. Research Questions / Hypotheses

Research Questions

1. To what extent do SMEs align their digital strategies with their overall business strategies?

2. What is the relationship between digital strategy alignment and business performance in
SMEs?

3. How does digital strategy alignment influence financial, operational, and market
performance in SMEs?

Hypotheses

e Hi: Digital strategy alignment has a significant positive effect on business performance in
SME:s.

e H:: SMEs with a higher level of digital strategy alignment perform better financially than
those with low alignment.

e Hs: Digital strategy alignment positively influences operational efficiency and customer
satisfaction in SME:s.
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4. Significance of the Study

This study is significant for several reasons. First, it contributes to existing academic literature by
providing empirical evidence on the role of digital strategy alignment in enhancing SME
performance. Second, the findings will be valuable to SME owners and managers by offering
insights into how strategic digital planning can improve competitiveness and sustainability. Third,
policymakers and business development agencies may use the results to design support programs
that promote effective digital transformation among SMEs. Finally, the study serves as a reference
for future researchers interested in digital strategy, SME development, and business performance

Methodology
1. Research Design

This study adopted a quantitative research design to examine the relationship between digital
strategy alignment and business performance in small and medium-sized enterprises (SMEs). The
quantitative approach was considered appropriate because it allows for objective measurement of
variables and statistical analysis of relationships between digital strategy alignment and business
performance indicators.

2. Participants / Subjects

The population of the study consisted of owners, managers, and senior employees of SMEs
operating across various sectors. A sample of SMEs was selected using a simple random
sampling technique to ensure equal representation. Respondents were chosen based on their
involvement in strategic decision-making and familiarity with digital initiatives within their
organizations.

3. Data Collection Methods

Primary data were collected using a structured questionnaire designed to measure digital
strategy alignment and business performance. The questionnaire was divided into sections
covering demographic information, digital strategy practices, and performance indicators such as
financial growth, operational efficiency, and customer satisfaction. Responses were measured
using a Likert scale to allow for quantitative analysis. The questionnaires were administered both
electronically and in printed form to improve response rates.
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4. Data Analysis Procedures

Collected data were coded and analyzed using statistical software. Descriptive statistics were used
to summarize respondents’ demographic characteristics and digital strategy practices. Inferential
statistical techniques, including correlation and regression analysis, were employed to examine
the relationship between digital strategy alignment and business performance. The hypotheses
were tested at a 0.05 level of significance.

5. Ethical Considerations

Ethical standards were strictly observed throughout the research process. Participation in the study
was voluntary, and respondents were informed about the purpose of the research. Confidentiality
and anonymity of participants were ensured, and data collected were used solely for academic
purposes. Informed consent was obtained from all participants, and no personal or sensitive
information was disclosed.

Results
4.1 Presentation of Findings

Data were collected from SME owners and managers through structured questionnaires. A total of
120 questionnaires were distributed, out of which 108 were correctly completed and used for
analysis, representing a 90% response rate.

Table 4.1: Response Rate

Description Frequency | Percentage (%)
Questionnaires Distributed 120 100
Questionnaires Returned 108 90
Questionnaires Not Returned | 12 10
Total 120 100

4.2 Level of Digital Strategy Alignment

Respondents were asked to rate the level of alignment between their digital strategies and overall
business objectives.
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Table 4.2: Level of Digital Strategy Alignment

Level of Alignment | Frequency | Percentage (%)
High Alignment 42 38.9
Moderate Alignment 46 42.6
Low Alignment 20 18.5
Total 108 100

4.3 Business Performance Indicators

Business performance was measured using financial performance, operational efficiency, and

customer satisfaction indicators.

Statistical Analysis

Table 4.3: Business Performance Outcomes

Performance Indicator

Mean Score

Standard Deviation

Financial Performance

3.84

0.67

Operational Efficiency

3.92

0.61

Customer Satisfaction

4.01

0.58

Correlation and regression analyses were conducted to examine the relationship between digital
strategy alignment and business performance.

Table 4.4: Correlation between Digital Strategy Alignment and Business Performance

Variables Correlation (r) | Significance (p)
Digital Strategy Alignment vs Financial Performance | 0.62 0.000
Digital Strategy Alignment vs Operational Efficiency | 0.58 0.000
Digital Strategy Alignment vs Customer Satisfaction | 0.65 0.000
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Table 4.5:Regression Analysis Results

Predictor Variable Beta (B) | t-value | Significance (p)
Digital Strategy Alignment | 0.61 7.42 0.000
Summary of Key Results

e The majority of SMEs demonstrated moderate to high levels of digital strategy
alignment.

e SME:s recorded positive mean scores across all business performance indicators.

e Correlation analysis showed a positive and significant relationship between digital
strategy alignment and business performance.

e Regression results indicated that digital strategy alignment is a significant predictor of
SME business performance.

Discussion
Interpretation of Results

The results of this study indicate that digital strategy alignment has a positive and significant effect
on business performance in SMEs. The data show that most SMEs surveyed (42% high, 46%
moderate alignment) have moderately to highly aligned digital strategies with their business
objectives. This suggests that SMEs are increasingly recognizing the importance of strategic digital
planning.

Correlation analysis confirmed a strong positive relationship between digital strategy alignment
and all measured performance indicators—financial performance, operational efficiency, and
customer satisfaction. The regression analysis further showed that digital strategy alignment is a
significant predictor of business performance (B =0.61, p <0.05). This finding indicates that SMEs
that strategically integrate digital technologies into their operations are more likely to achieve
measurable improvements in key performance areas.

Comparison with Existing Literature

The findings align with previous research which emphasizes the importance of aligning digital
strategies with organizational goals. For instance, Chan et al. (2006) argued that strategic
alignment of IT with business objectives enhances operational efficiency and competitive

93


http://www.ijtmh.com/

International Journal of Technology Management & Humanities (IJTMH)
e-ISSN: 2454 — 566X, Volume 09, Issue 1, (March 2023), www.ijtmh.com

advantage. Similarly, studies on SMEs by Bharadwaj et al. (2013) highlighted that digital
initiatives only lead to performance gains when integrated into the firm’s strategic planning rather
than implemented in isolation.

The study also supports observations by Parida et al. (2019), who reported that SMEs with high
digital maturity experienced better financial performance and customer engagement. The results
extend these findings by providing empirical evidence from a diverse sample of SMEs,

demonstrating that the relationship between digital strategy alignment and performance holds

across different business sectors.

Implications of Findings

The findings have several practical implications:

1.

For SME Owners and Managers: Strategic alignment of digital initiatives should be a
core consideration in decision-making to improve performance and competitiveness.

For Policymakers and Development Agencies: Support programs and digital training
initiatives can enhance SME performance by promoting strategic digital adoption.

For Researchers: The study provides empirical evidence of the benefits of digital strategy
alignment in SMEs, supporting further studies in developing economies.

Limitations of the Study

Despite the significance of the findings, the study has several limitations:

Sample size: The study surveyed 108 SMEs, which may limit generalizability to all SMEs
in the region.

Self-reported data: Respondents’ answers may be influenced by personal bias or
inaccurate perceptions of performance.

Cross-sectional design: The study measured variables at one point in time, limiting the
ability to assess causal relationships over time.

Suggestions for Future Research

Future studies could address these limitations by:
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Conducting longitudinal studies to explore how digital strategy alignment affects
performance over time.

Expanding the sample to include SMEs from different regions or countries for greater
generalizability.

Investigating the role of specific digital technologies (e.g., Al, cloud computing, e-
commerce platforms) on SME performance.
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e Combining qualitative methods to explore the challenges and best practices in achieving
digital strategy alignment.

This chapter effectively links your results to theory, highlights real-world implications, and
acknowledges limitations while suggesting directions for future studies.

Conclusion
Summary of Findings

This study examined the relationship between digital strategy alignment and business performance
in SMEs. The key findings can be summarized as follows:

1. Digital Strategy Alignment in SMEs: The majority of SMEs demonstrated moderate to
high levels of alignment between digital initiatives and overall business objectives.

2. Impact on Business Performance: Statistical analysis revealed a strong positive
relationship between digital strategy alignment and business performance, particularly in
financial performance, operational efficiency, and customer satisfaction.

3. Predictive Role of Alignment: Regression results indicated that digital strategy alignment
is a significant predictor of SME business performance, highlighting its strategic
importance.

Overall, the findings confirm that SMEs that strategically integrate digital tools into their business
operations experience measurable performance gains.

Final Thoughts

The study underscores the critical role of strategic planning in digital adoption. While technology
alone cannot guarantee success, aligning digital initiatives with business objectives ensures that
SMEs maximize the return on investment from digital transformation. In today’s competitive
environment, SMEs that fail to strategically integrate digital solutions risk inefficiency, reduced
customer satisfaction, and slower growth.

Recommendations
Based on the findings, the following recommendations are proposed:
1. For SME Owners and Managers:
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a. Integrate digital strategy planning into overall business planning.

b. Regularly assess and update digital initiatives to ensure alignment with business
goals.

c. Investin employee training to improve digital competencies and facilitate adoption.

2. For Policymakers and Support Agencies:

a. Provide programs that guide SMEs on effective digital strategy formulation.
b. Offer financial incentives, grants, or low-interest loans to encourage strategic
digital adoption.

3. For Researchers:

a. Explore sector-specific studies to identify which digital technologies most
effectively drive SME performance.

b. Conduct longitudinal and comparative studies to evaluate the long-term impact of
digital strategy alignment.

In conclusion, digital strategy alignment is not just a technical concern but a strategic necessity

for SMEs aiming to enhance performance and competitiveness. Implementing digital initiatives
with clear alignment to business objectives can serve as a key driver for sustainable growth.
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