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Abstract 
The purpose of this study was to assess mobile phone service with the greatest 
positive effect on firm performance in Thika town in Kenya. It adopted an 
exploratory design where a two-stage, Stratified and Simple random sampling, 
technique was employed. A total of 120 questionnaires were personally 
administered- yielding a response rate of 100%. Data was subjected to detailed 
exploratory analysis through descriptive procedures. Reliability and internal 
consistency of the measurement models was tested using Cronbach’s alpha. 
Results of the study revealed that mobile calls have the greatest positive effect 
on performance of manufacturing firms. M-pesa ranked second, Mobile 
messaging third while mobile internet and mobile banking ranked fourth and 
fifth respectively. It is evident that mobile phone calls, M-pesa, and Mobile 
instant messaging had positive significant effect on sales volume, Profit, 
worker productivity and Customer satisfaction ratings among others. 
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INTRODUCTION 
Background 
During the last few decades the phenomenon of entrepreneurship has gained unprecedented importance 
on a world wide scale due to being regarded as a sustainable source of new employment, innovation and 
economic growth (Morales, Gualdron and Roig, 2005).Entrepreneurship and innovation are of 
fundamental importance to our economy as they spur economic growth and wealth creation (Barringer 
and Ireland, 2008).According to the World Bank (2006), “firms that use ICT grow faster, invest more, and 
are more productive and profitable than those that do not” . However, there  are a  handful  of  studies  on  
the  application  of  digital  technology  for  improved performance and growth of manufacturing firms. 
The wireless industry is one of the most dynamic and growing industry in the world economy today. 
There is a shift from the ‘sit and search’ internet to ‘roam and receive’ Mobile environment. In Kenya the 
uptake of mobile phones has been unprecedented with 80% of Kenyan population now covered by 
Mobile networks. Kenya has seen a tremendous increase in the number of telephone subscriptions, from a 
Mobile subscription of: 23000 in 1995, 1187100 in 2002 which is 78.7%, 11,440,199 in 2007 which amount to 
97.7% of total telephone subscriptions respectively.Mobile Phone services have enhanced  the value of a 
product or service in such a tremendous way. In general ‘mobile’ means “fully portable, real-time access 
to the same information, resources, and tools that, until recently, were available only from the desktop” 
(Shanker, O’Driscoll, and Reibstein, 2003).  
Manufacturing Industry owes high pressure due to technological and competitive changes (Carlos et al., 
2008). Strategies for enhancing competitiveness in manufacturing firms have become the need of the hour 
(Rao & Soumya, 2007). The manufacturing sector in Kenya contributes around 13% to GDP and this has 
remained largely unchanged since 1995 (Kenya Association of manufacturers, 2006).It is therefore a very 
critical sector in this error of economic recovery and transforming Kenya into an industrialized nation in 
the year 2030. Rising levels of competition globally are providing challenges for not only firms in 
manufacturing industry but in almost all industries. Entrepreneur’s greatest challenge is to seek higher 
levels of productivity and product or service differentiation to respond to competitors worldwide. 
Technology and its effective use in organizations has received much attention in the literature, firms have 
continued to invest large amounts of resources in mobile phone services hoping that good returns will be 
realised (Weil, 1992). A number of studies on the application of mobile phone services in firm operations 
has been published (Matskin and Tveit, 2001; Lee 2001; Kannan et al.; 2001; Balasubramanian et al.; 
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2002).A few of these studies found no relationship between ICT services and firm performance. However 
quite a number of studies revealed that there is a strong positive relationship between use of mobile 
phone services and firm performance. Contradictory findings have therefore emerged from these studies. 
A clear picture of the relationship between ICT investment and firm performance had not emerged from 
previous studies. Limited and contradictory findings have resulted from inconsistent definitions of ICT, 
different units of analysis, different-measures of Performance, limited theory base and reliance on cross-
sectional methods.Although there is a general notion in which mobile technologies can be applied in 
business, very little had been done in exploring the contribution of Mobile Phone services in enhancing 
firm performance. It is not exactly known to what extent Mobile Phone Services contributed to firm 
performance. 
This necessitated further research and the fact that more work on the same had been done outside Kenya 
constituted the need to study the Kenyan situation to see which side of the debate Kenyan results would 
fall. This study therefore sought to investigate the application of mobile phone services on firm 
operations in Thika Town. 
 
LITERATURE REVIEW 
Introduction 
Systematic review of literature was undertaken in four phases: The Disruptive Innovation Model, ICT 
and firm performance, Mobile phone and Mobile phone services and Conceptual framework. 
The Disruptive Innovation Model 
A review of the literature on innovation and diffusion revealed that there were several distinct schools of 
thoughts as to what an innovation is.  Barnett and Schumpeter define innovation as the carrying out of 
new combinations. The concept of innovation is an essential component of commercial entrepreneurship. 
Innovation can therefore be defined as all the scientific, technological, organizational, financial, and 
commercial activities necessary to create, implement, and market new or improved products or processes 
(OECD, 1997). The constant changing conditions of the international market forces brings about stiff 
competition among firms which means that to survive firms must innovate or else they perish.  
A number of studies have addressed a number of questions, such as why firms should innovate, what 
forces drive innovation, and which factors hinder it. Schumpeter, who is one of the most original 
expounders of innovation analysis, made one of the most important contributions by introducing the 
concept of dis-equilibrium into economic discourse. In order to survive, firms must adopt disruptive 
approaches so as to take advantage of competitor weaknesses and blind spots, and create differentiated, 
defensible growth strategies.  
"Disruptive innovations offer 'good enough' performance along traditional dimensions and new benefits 
such as simplicity, convenience or low prices. They appeal to overshot customers or 'non-consumers' 
looking for something different, and often utilize 'low cost' or start small business models. The potential 
of disruptive innovation includes: Making the ugly attractive to overshot customers who don't value or 
use all of the benefits of existing products, providing cheaper, simpler or more convenient solutions, 
Scratching the unscratched itch by providing solutions and seizing new  ways of doing things so as to 
make  it easier and simpler to get business operations done, increase customer satisfaction, offer simple 
solutions that break bottlenecks, meet the tastes and preferences of customers and stay ahead of 
competition. 
The characteristics of disruptive innovations include: continuous product or service differentiation, 
continued improvements of business processes and operations, coming up with new products or services 
that are simple, and enhance customer satisfaction. There is need to create situations where disruptive 
innovation is seen as an opportunity, not a threat. Iinnovation creates new features and provides 
significant competitive advantage 
Information Communication Technology (ICT) 
The relationship between ICT and productivity has long been debated over the past three decades. 
In the 1980s and in the early 1990s, empirical research generally did not find relevant productivity 
improvements associated with ICT investments (Strassmann, 1990; Bender, 1986; Franke, 1987; 
Roach, 1989). More recently, as new data were made available and new methodologies were 
applied, empirical investigations have found evidence that ICT is associated with improvements 
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in productivity, in intermediate measures and in economic growth (Oliner and Sichel, 1994; Lehr-
Licthemberg, 1999; Sichel, 1997; Brynjolfsson and Hitt, 1996). Since 1995 the acceleration in the 
growth rate of output and labour productivity can be traced to the advances in Information and 
Communication Technology. In the manufacturing sector, where IT is often not the task 
technology, the increase has been even more pronounced, growing from 1.6% in 1970 to 10.6% in 
1988 (Roach 1989).  
Economies at all levels are being transformed by the rapid development, adoption, and use of ICT 
innovations. In this respect, ICT functions as a new generic general purpose technology, which 
impacts these economies both broadly and deeply by generating a wide array of new products, 
production processes and services (Brynjolfsson & Kahin, 2000). Carlsson (2003) takes this idea one 
step further arguing that ICT, which involve among other things a combination of digitalisation 
and the Internet, seem to have broader applicability than previous general-purpose technologies. 
ICT is routinely deployed in organisations to re-engineer processes, gain new strategic advantages, 
or network across organisational boundaries, they change both the internal organisation of 
companies and other organisations and the relationships between companies and organisations 
(OECD, 2002).  
The adoption of ICT allows for a reduction of transaction costs and leads possibly to more efficient 
markets. Much clearer and stronger evidence of the impacts of ICT comes from evidence at the 
firm level (Bryjolfsson & Hitt, 1996; Baily & Solow, 2001; Brynjolfson, Hitt & Yang, 2002; 
Bresnahan, Brynjolfson & Hitt, 2002; COM, 2003; OECD, 2003; Kohli & Devaraj, 2003).  
The introduction of ICT improves the access to information within firms, thus enabling more 
effective and more rapid decision-making by employees and managers (OECD, 2003). Flexibility 
has been enhanced by: self-managed teams, multi-tasking, just-in-time production, total-quality 
management, as well as decentralised decision-making (Aubert, Caroli & Roger, 2006). A number 
of studies show that ICT and changes of the internal organisation of firms have significant positive 
effects on labour productivity (Brynjolfsson & Hitt, 2000; Bresnahan, Brynjolfsson & Hitt, 2002). In 
particular, it seems as if it is through their role as coordination technologies that ICT have a special 
impact on total factor productivity at the firm level (Brynjolfson & Hitt, 2000; Brynjolfson, Hitt & 
Yang, 2002; Dedrick, Gurbaxani & Kraemer, 2003).  
Mobile Phone Services 

Mobile phone is an   important ICT tool for development due to its ability to easily leapfrog the 
infrastructure barriers in remote and rural areas in Africa. In general ‘mobile’ means “fully 
portable, real-time access to the same information, resources, and tools that, until recently, were 
available only from the desktop” (Shanker, O’Driscoll, and Reibstein, 2003). 
The rapid advancement in technologies and ease of use, coupled with the falling prices of devices, 
present the mobile phone as an appropriate and adaptable tool to bridge the digital divide.Cell 
phones have not yet achieved these levels of quality, but they do offer "anywhere" convenience, a 
disruptive innovation advantage.  
The wireless industry is one of the most dynamic and growing industry in the world economy 
today. The rapid technological advancement that the world has witnessed in the recent years 
especially in the electronic industry has also changed the means of production around the world 
(Bwisa, 2010). This can be evidenced in the telecommunication sector where, since the introduction 
and evolution of the mobile phones, the ways and means of business information transfer have 
changed leading to more efficiency and productivity in both service and manufacturing sectors. 
Greengard (2000) estimated that usage of mobile services will be one billion worldwide by 2003. 
Further, more than nine in ten (95per cent) medium-sized businesses are now connected to the 
Internet (Dearne, 2001). Mobile phones have an especially dramatic effect in developing countries 
– substituting for scarce fixed connections(Waverman et al., 2005).In Kenya Key mobile services 
include mobile calls, mobile instant messaging,M-pesa 4remittances, Mobile bills payments; 
Mobile internet browsing and lately banking services e.g. M-kesho .5 Mobile services are strategic 

                                                           
4 Mobile phone money transaction 
5 Mobile banking/saving  service 
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weapons for enhancing business performance. Several previous researches have explored such 
opportunities (Gressgard and Stensaker, 2006; Smith, 2006; Andreou et al, 2005; Buellingen and 
Woerter, 2004; Mathew et al, 2004). Pangani (2004) mentions mobility, availability (anytime, 
anyplace), and personalization as important benefits of mobile services. 
Critique of existing Literature 
A clear picture of the relationship between mobile services and firm performance has not emerged 
from previous studies. Limited and contradictory findings have resulted from inconsistent 
definitions of ICT, different units of analysis, different-measures of Performance, limited theory 
base and reliance on cross-sectional methods. The existing body of knowledge is not sufficient 
enough to explain the ranking of Mobile phone services according to their influences on firm 
performance.  
 
METHODOLOGY 
Research Design 
This study adopted exploratory research design to investigate the effect of Mobile Phone services on 
performance of manufacturing firms. To investigate this relationship quantitative research approach was 
employed. Accurate, valid and reliable conclusions were drawn by engaging descriptive analysis. The 
effect of mobile services on performance can only be tracked over a set period of time: 2, 3, 4, 6 years and 
above (Weill, 1992; Gretton, Gali & Parham 2002)). 
To ensure a more complete approach to empirical research, longitudinal data were collected in a 
sequence so as to track the magnitude of change that would have taken place.In this study three years 
historical data on influence of Mobile Phone call on120 manufacturing firms was examined. The choice of 
longitudinal approach lies in the greater detail and precision of information. Use of the questionnaire was 
backed up by field observation which, though limited, revealed some information and data that gave a 
bearing on the effect of mobile phone services on firm performance. The main focus of the study was the 
quantitative part of the research exploring relationships between dependent (performance) and 
independent variable (Mobile phone services).  
Population 
The target population comprised of all Small, Medium and Large manufacturing firms in Thika Town 
that had been in operation for at least three years.  
Sampling Frame 

In this study the sampling frame was drawn from Thika Municipal Council Business Register dated 
27thJanuary, 2011 with a total of approximately 200 manufacturing firms. 
Sampling Techniques 
In this study the statistics formula for determining the sample size and procedures for categorizing data 
(Cochran, 1977) below was adopted to calculate a representative sample. 

℮=   
  

 
   Where  =0.05 and Z  =1.96. 

Using the standard values and formula provided above a sample of at least 118 manufacturing firms 
would be representative. However in this study a representative sample of 120 was preferred. 
A two-stage sampling technique was employed. In the first stage firms were stratified into three groups 
(Small, Medium and Large) according to the number of employees, in the second stage simple random 
sampling technique was applied where each manufacturing firm from each group was given a serial 
number in its respective category and the numbers picked at random. The total number of large 
manufacturing firms was approximately 14; Medium was approximately 34 and small was approximately 
72. The sample size was therefore 120 in the ratio:  3:7:15 representing Large, Medium and small 
manufacturing firms respectively.  
Research Instruments 
 Data was collected by use of a structured questionnaire and field observation for triangulation purposes. 
The use of a questionnaire guarantees anonymity to the subjects and hence encourages them to give 
honest responses. This consequently increased reliability of the instrument (Mwangi, 1999& Orodho, 
2005). The questionnaire constituted four parts: Part I contained questions based on the background of 
the firm, Part II constituted questions on the usage of mobile phones in the firms, Part III contained 
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questions on a 5 point Likert scale of 1-Never, 2-Rarely, 3-Sometimes, 4-Often and 5- Very Often testing 
the contribution of each of the independent variables and Part IV had questions on the effect of mobile 
phone services on firm performance. 
Data Collection Procedures 
Secondary data was collected from literature review using desk research approach. A survey of related 
literature was undertaken from the internet, journals and other related documents. The Questionnaire 
was self –administered with the help of research assistants to the 120 manufacturing firms which had 
been in operation for a minimum of three years.  
Data Processing and Analysis 

Data cleaning and transformation of some variables was done through existing tools in SPSS Version 16.0. 
The researcher then subjected the data to detailed exploratory analysis through descriptive procedures. 
Reliability and internal consistency of the measurement models were tested using Cronbach’s alpha .This 
is a measure of internal consistency, that is, how closely related a set of items are as a group. It was 
employed to indicate the degree to which performance indicators measured the dependent variable (Firm 
Performance). A "high" value of alpha (reliability coefficient of 0.70 and above) is often used as evidence 
that the items measure an underlying (or latent) construct. The closer alpha value is to one the better 
(indicates internal consistency). 
 
RESEARCH FINDINGS  
Introduction 

In this chapter, we carry out an analysis and discussion of the empirical findings of the research 
questionnaire. The aim of the study was to investigate the effect of mobile phone services on firm 
performance in Thika Town and rank them.  
The research informally gathered that mobile phone services are widely used by most manufacturing 
firms. In a sample of ten firms, at least seven were found to be using mobile calls, mobile instant 
messaging and M-pesa phone services in their day to day operations. The proportion of manufacturing 
firms using the mobile phone service was roughly estimated to be between 70% and 80%. It was 
established that the most frequently used mobile phone services in descending order were Mobile calls 
(85%), M-pesa (75%), and Mobile instant messaging (73%). Mobile phone banking with a mean effect 
measures of performance of 2.82; ranked last (6th) in as far as its effect on firm performance is concerned.  
Response Rate 

The study response rate was 100% which was highly significant and a reasonable representation of the 
sample and indeed the entire population. 
Extent of use of mobile phone services 
A five point Likert scale (1= Never used, 2= rarely used, 3=used sometimes, 4=often used, 5= very often 
used) was used to find out the extent of usage of each of the six mobile phone services variables in 
manufacturing firms.  Descriptive analysis revealed that mobile phone calls scored the highest with a 
mean of 4.75 implying that it is very often used for business transactions.  M-Pesa service was next with a 
mean of 3.62, followed by mobile instant messaging with a mean of 2.86, Mobile bills payment with a 
mean of 2.08, Mobile banking with a mean of 1.63 and Mobile internet were rarely used. Figure 4.3 below 
is a graph representing the extent of use of each mobile phone services by the manufacturing firms. 

Insert figure 1 here 
Usage of mobile phone services in firm operations 
Mobile calls 
An over whelming majority of (99%) respondents admitted that there was significant increase in sales 
volume associated to usage of mobile phone calls in  firm operations. Its effect was further confirmed by 
93% of the respondents who admitted that firms profit had greatly increased since its adoption and use in 
the firm. This was further confirmed by a significant majority totaling to 90 % who disagreed that the 
firm made loses since the adoption and use of mobile calls for their operations. Furthermore, most firms 
(94%) were of the opinion that mobile calls had increased worker productivity and responsiveness. It was 
evident that mobile calls had also improved customer satisfaction ratings (97%). Table 4.4 below shows 
that mobile phone call service with a mean of 3.92 had the greatest positive influence on the performance 
of manufacturing firm. However, most respondents felt that adoption and use of mobile phone calls had 
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improved the firm’s security (62%). It is important to note that majority of the respondents (92%) felt that 
usage of Mobile calls was critical to the long-term success of the firm. The mobile Phone calls mean effect 
on performance of the firm is the aggregate of the measures (indicators) of the firm performance e.g. 
increase in sales volume, improved profitability, increased worker productivity etc. as shown in table 1 
below. 

Insert table 1 here 
It is critical to point out that the response of the majority of the firms confirmed that mobile phone call 
had a positive effect on the overall profitability and productivity of the firm. 

 Mobile phone call service ranked first with a mean of 3.923 which is significantly greater than 3 (fig 2 
below) which is the neutral level. 

Insert table 2 here 
Mpesa 
The response of the majority (table.3 below) of the firms on M-Pesa services shows that 73.3% of the 
respondents believed that Mpesa had a positive effect on the increase of sales; quite a high percentage of 
77.3 % confirmed that profitability had greatly increased since the use of Mpesa was introduced and a 
significant 78.7 confirmed worker productivity and responsiveness had increased due to usage of Mpesa 
service.  
Only 9% of the respondents confessed that firms had made some loses since the adoption of M-Pesa. It is 
worth noting that majority of the respondents (85.7%) felt that usage of Mpesa was critical to the long-
term success of the firm. This strongly tallies with 70.9% respondents who confirmed that M-Pesa was 
often used in most firms as the most efficient tool for money transfer. From the findings on the use of 
Mpesa, most firms generally agreed or strongly agreed that its use had a positive effect on the 
performance of the firms. 

Insert table 3 here 
M-Pesa mean effect on performance of the firm is the aggregate of the measures of the firm performance 
e.g. increase in sales volume, improved profitability, improved market share position etc. as shown in 
table 6 below. 

Insert table 4 here 
The aggregate mean effect of M-pesa was therefore 3.70 which is way above the neutral dotted line (fig 2 
below), and the standard mean error is 0.06. 
Mobile Messaging 
From the research findings (table 7), many firms agreed that mobile messaging has increased their sales 
volume (40.2%), profitability (42%), improved cost of quality (52.2%), improved market share position 
(39.3%), better ROI, ROS and ROE (53%), increased worker productivity and responsiveness (50%), 
improved customer satisfaction ratings (48.8%) and improved firm’s security (39.1%).  
The results are an indicator that majority of the firms performance are positively influenced by the use of 
mobile messaging. Most firms strongly disagreed (63%) that use of mobile messaging had resulted in a lot 
of losses. Over 50% of the respondents (76.8%) agreed that mobile messaging deployment was critical for 
the long-term success of the firm. 

Insert table 5 here 
The mobile instant messaging mean effect on performance of the firm is the aggregate of the measures of 
the firm performance e.g. increase in sales volume, improved profitability, improved market share 
position etc. as shown in table 6.  
Mobile messaging is ranked third with an average mean of 3.63, a standard error of 0.08. The mean of 
mobile instant messaging is significantly greater than 3 (fig 2 below). Thus, Mobile Messaging has a 
significant positive effect on the overall performance of manufacturing firms. Mobile banking is therefore 
ranked last 3rd position.  

Insert table 6 here 
Mobile Bills Payment 
From the empirical findings of the research (table 7),  most firms disagreed that the mobile bills payment 
has increased the sales volume (37.9%), profitability (42.9%), improved cost of quality (40.9%), market 
share position (37.7%), better ROI, ROS and ROE (40.4%), increased worker productivity and 
responsiveness (35.1%), improved customer satisfaction ratings (41.9%) and improved firm’s security 
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(33.9%). Subsequently, firms strongly disagreed with the notion that mobile bills payment has led to a lot 
of losses since its adoption and use. However a significant percentage (44%) of the firms strongly agreed 
that mobile bill payment deployment is critical for the long-term success of the firm. 

Insert table 7 & 8 here 
The aggregate mean of the effect of mobile bills payment is 2.890 which is not significantly different from 
3 (neutral). Mobile bills payment has therefore no effect on the overall profitability and productivity of 
manufacturing firms. It was ranked 4th position. 
Mobile Internet  
A significant number of respondents (more than 30%) disagreed that mobile internet had increased sales 
volume, profitability, improved cost of quality, market share position, better ROI, ROS and ROE, 
increased worker productivity and responsiveness, improved customer satisfaction ratings and firm’s 
security (Table 9). This was backed up by the fact that a significant majority of 97% agreed the firm had 
made losses since the adoption and use of mobile internet. This implies that Mobile internet is not widely 
used in manufacturing firms operations.  

Insert table 9 here 
The mobile internet mean effect on performance of the firm is the aggregate of the measures of the firm 
performance e.g. increase in sales volume, improved profitability, and improved market share position as 
shown in table 10 below. The mean of the effect of mobile internet on the measures of performance is 2.85, 
with a standard error mean of 0.10. Therefore, the mean of the effect of mobile internet on firm 
performance is not significantly different from 3 (neutral). Mobile internet has therefore no effect on the 
overall performance of manufacturing firms. Mobile Internet is therefore ranked 5th position.  

Insert table 10 here 
Mobile Banking 
From the research findings a majority of 54% alleged that sales volume had not significantly increased 
with the use of mobile banking, 22% neutral, 14% agreed and 10% strongly agree as shown in table 11 
below. Further, most firms also disagree that mobile banking has led to; increased profitability, improved 
cost quality, improved market share position, better ROI, ROS and ROE, increased worker productivity 
and responsiveness, improved customer satisfaction ratings and improved firm’s security. Majority of the 
firms strongly agree (52%) that mobile banking deployment is critical for the long-term success of the 
firm. 58% of the firms strongly disagree that the firms had made a lot of losses due to the adoption and 
use of mobile banking. 

Insert table 11 here 
The mobile banking mean effect on performance of the firm is the aggregate of  the measures of the firm 
performance e.g. increase in sales volume, improved profitability, improved market share position etc. as 
shown in table 12 . 

Insert table 12 here 
From table 12 above, the mean of the effect of mobile banking on the measures of performance is 2.82, 
with a standard error mean of 0.10.Therefore, the mean of the effect of mobile banking on firm 
performance is not significantly different from 3 (neutral). Thus, mobile banking has therefore no effect 
on the overall performance of manufacturing firms. Mobile banking is therefore ranked last (6th position).  
From Figure 2 , the aggregate mean of the effect of mobile calls on performance is 3.92 This aggregate 
mean is greater than all the other aggregate means, is above the neutral value of 3, indicating that mobile 
calls has the greatest positive influence on the performance of the firms. M-Pesa and mobile messaging 
have 3.70 and 3.63 aggregate means respectively, indicating that M-Pesa has the second largest positive 
mean value and therefore ranks second in positively influencing firm performance. Mobile messaging has 
the third highest mean value indicating that it is ranked third in as far as influencing firm performance is 
concerned.  Mobile internet and mobile banking rank fourth and fifth respectively. 

Insert figure 2 here 
Mobile Calls 
This was the most frequently and widely used mobile phone service. Its use with customers included 
informing clients about finished goods (16%), Enquiries (14.4%), and advertising/promoting new 
products new (11.2%). This service came in very handy when placing orders (4%) and following 
up/making payments (3.2%) to suppliers. The study revealed that it was a useful service especially to the 
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management and supervisory team who used it widely to give instructions to employees (10.4%). 
However it was used to a very small extent to collect debts from customers (0.8%). 
M-pesa 
This service was widely used for receiving payments from customers (41.7%), paying suppliers for orders 
(12.8%), paying the employees’ salaries/ wages (4.2%), and bills payment among others. This is one of the 
services that were widely used by manufacturing firms for purposes of money transfer and receipt.  
Mobile Instant Messaging 
Looking at the use of Short Messaging Service (SMS), most manufacturing companies were using it for 
making enquiries from customers (3.3%), informing customers of new prices of goods or services (1.7%) 
as well as new products (1.7%) and confirmation of delivery of products (3.5%). It was also being used for 
placing orders with the suppliers (5%), and for giving instructions to the employees among others uses. 
Mobile Bills Payment 
The study revealed that this service was not widely used. However a significant number of 
manufacturing firms (1.25%) were using it mainly to pay both their electricity and water bills  
Mobile internet and Mobile Banking 
In this study this services were in use to a very limited extent, mainly to advertise/ market products 
(2.1%) and make cash deposits (1.7%) to the business account. It is therefore evident that the use of mobile 
phone call, mobile instant messaging and M-pesa services are widely used in transacting business of all 
categories of manufacturing firms as well as communicating with employees. However mobile banking 
and mobile internet are the least used services. 
A five point Likert scale (1= Never used, 2= rarely used, 3=used sometimes, 4=often used, 5= very often 
used) was used to find out the extent of usage of the six mobile phone variables in manufacturing firms.  
M-pesa service was next with a mean of 3.62, followed by mobile instant messaging Descriptive analysis 
revealed that mobile calls scored the highest with a mean of 4.75 implying that it is very often with a 
mean of 2.86, Mobile bills payment with a mean of 2.08, Mobile banking with a mean of 1.63 and Mobile 
internet was rarely used.  
 
DISCUSSION OF FINDINGS 
According to Peters & Allouch (2005), Mobile phone is not only a talking device on the move, but it is also 
a necessary social accessory. This is in tandem with the findings of this study which indicate that Mobile 
Phone calls scored the highest with a mean of 4.75 implying that it is very often used for business 
transactions. Infact It was established that the most frequently used mobile phone service was Mobile 
phone calls (85%). 
Application of a Likert scale to find out the extent of use of Mobile phone services in business operations 
revealed that mobile phone services are widely used for various business operations Descriptive analysis 
indicated that mobile calls which is very widely used  followed by M-Pesa,  and Mobile Instant 
messaging respectively for various firm operations. This is congruent with Garcia-Montes et al., (2006) 
findings that initially mobile phones were used simply to communicate, but currently perform multiple 
roles. 
It is important to note that contrary to people’s perception, mobile banking and mobile internet has not 
deeply penetrated into the day to day operations of manufacturing firms. However mobile banking is 
expected to pick up quite fast because of the intensive awareness campaign that is evident in the media 
 
SUMMARY AND CONCLUSION 

The technological based Mobile phone services have enabled entrepreneurs to model and launch new 
functionalities that seem to have provided life changing solutions to not only the manufacturing firms but 
also the customers. This study sought to explore the effect of mobile phone services on the performance 
of manufacturing firms. It specifically investigated objective one of the study: application of Mobile 
Phone Services on the operations of mobile firms.  
The study sampled 120 manufacturing firms of which More than 78%   had been in operation for more 
than three years. The studies response rate was 100% which was highly significant and a reasonable 
representation of the sample and indeed the entire population. Results reveal that of the 120 sample of 
manufacturing firms studied, 85% of the firms engage in product business while 40.8% engage in service 



  Business Management Dynamics  
Vol.1, No.10, Apr 2012, pp.41-57 

   
©Society for Business and Management Dynamics 

business. This is a total of 125.8%. The results therefore indicate that 25.8% deal in both products and 
services.  
In a sample of ten firms, at least seven were found to be using mobile calls, mobile instant messaging and 
M-pesa phone services in their day to day operations. The proportion of manufacturing firms using the 
mobile phone service was roughly estimated to be between 70% and 80% It was established that the most 
frequently used mobile phone services were Mobile calls (85%), M-pesa (75%), and Mobile instant 
messaging (73%).  
This study revealed that manufacturing industry is male dominated with 80.8% of firms owned by men 
whereas only 19.2% were owned by women. A significant percentage of 73% of the 120 firms are owned 
by Christians while only 10% of the firms are owned by Muslims. This study has revealed that 85% of the 
respondents had attained secondary education and above whereas a significant 10% of the respondents 
had no formal education. 
The study explored usage of mobile phone services in their business transaction in order of frequency of 
use, results showed that mobile call was widely used. Some entrepreneurs confessed that M-Pesa service 
was “God sent” It was the core of their businesses which was widely used by manufacturing firms for 
purposes of money transfer and receipt. Findings reveal that the other three services (Mobile bills 
payment, Mobile internet and mobile banking) were applied to a very small extent, the least being mobile 
internet. Their effect on the performance of manufacturing firms was very little. Basically most 
manufacturing firm’s preferred accessing internet using either a desk top computer or a lap top rather 
than a mobile phone. 
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Table.1: Mobile Calls Effect on Firm Performance 

 Strongly 
disagree 

Disagree Neutral Agree Strongly agree 

 %  %  %  %  % 

Sales Volume      0.9  31.3  67.9 
Profit  0 .9  3.6  2.7  30.4  62.5 
Cost of quality  1.9  3.8  6.6  36.8  50.9 
Losses  57.3  32.7  1.8  0 .9  7.3 
ROI,ROS and ROE  0 .9  6.6  3.8  36.8  51.9 
Productivity and 
responsiveness 

   2.8  3.7  31.5  62.0 

Customer satisfaction    1.8  0.9  30.9  66.4 
Firm's security   62.3  29.2  1.9  5.7  0 .9 
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 Long-term success  3.0  4.0  1.0  20.8  71.3 

           

Ranked on a scale where 1= strongly disagree 2= Disagree, 3= Neutral, 4=Agree, 5= Strongly Agree  
 

Table 2: Measure of Performance of Mobile Calls 

Measures of performance Mean Std. Deviation 

Sales Volume 4.66 0.50 

Profitability 4.59 0.72 

Cost of quality 4.41 0.73 

Losses 1.55 0.94 

Market share position 4.57 0.75 

ROI,ROS and ROE 4.40 0.73 

Workers productivity and responsiveness 4.45 0.75 

Customer satisfaction 4.60 0.64 

Firm's security 1.53 0.82 

 long-term success 4.59 0.88 

      
Table 3: Effect of M- Pesa on performance 

           
Strongly 
disagree 

Disagree Neutral Agree Strongly 
agree 

 %  %  %  %  % 

Sales Volume   1.1  7.8  17.8  42.2  31.1 
Profit    6.0  16.7  45.2  32.1 
Cost of quality   2.2  7.9  27.0  42.7  20.2 
Losses  61.8  25.8  3.4  7.9  1.1 
Market share position    9.4  27.1  41.2  22.4 
ROI,ROS and ROE  1.3  9.0  21.8  52.6  15.4 

productivity and 
responsiveness 

 1.2  8.4  21.7  45.8  22.9 

Customer satisfaction    3.3  20.0  54.4  22.2 

Firm's security     9.1  20.5  43.2  27.3 

long-term success  4.8  6.0  3.6  25.0  60.7 

           

Ranked on a scale where 1= strongly disagree 2= Disagree, 3= Neutral, 4=Agree, 5= Strongly Agree  
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Table 4: Mean effect of M-Pesa 

Measures of Performance Mean        Std. Deviation 

Sales Volume  3.95       0.92 

Profit  4.00     0.80 

Cost of quality  3.67    0.85 

Losses  1.56    0.98 

Market share position 3.79    0.86 

ROI,ROS and ROE 3.68    0.91 

Productivity and responsiveness 3.58    0.96 

Customer satisfaction 3.84    0.77 

Firm's security  3.82    0.85 

Long-term success 4.44  1.02 

       
Table 5: Effect of Mobile Messaging on Firm Performance 

           

Strongly 
disagree 

Disagree Neutral Agree Strongly 
agree 

 %  %  %  %  % 

Sales Volume  1.1  12.6  20.7  40.2  25.3 

Profit    10.2  25.0  42.0  22.7 

Cost of quality  2.2  10.0  17.8  52.2  17.8 

Losses  62.9  27.0  6.7  1.1  2.2 

Market share position     11.2  22.5  39.3  27.0 

ROI,ROS and ROE  1.2  7.2  22.9  53.0  15.7 

productivity and 
responsiveness 

 1.2  6.0  14.3  50.0  28.6 

Customer satisfaction     7.0  14.0  48.8  30.2 

Firm's security    9.2  21.8  39.1  29.9 

long-term success  3.7  9.8  9.8  18.3  58.5 

           
Ranked on a scale where 1= strongly disagree 2= Disagree, 3= Neutral, 4=Agree, 5= Strongly Agree  
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Table 6: Mean Effect of Mobile Instant Messaging 

Measures of Performance Mean Std. Deviation 

Sales Volume 3.81 0.93 

Profit 3.79 0.97 

Cost of quality 3.73 0.92 

Losses 1.41 0.78 

Market share position 3.83 0.10 

ROI,ROS and ROE 3.78 0.87 

Productivity and responsiveness 3.92 0.92 

Customer satisfaction 4.02 0.89 

Firm's security 3.79 0.94 

Long-term success 4.19 1.19 

   
 

Table 7: Effect of Mobile Bill Payment on Performance  

 

Strongly 
disagree Disagree Neutral Agree Strongly agree 

 %  %  %  %  % 

Sales Volume  4.5  37.9  27.3  18.2  12.1 

Profit     42.9  31.7  12.7  12.7 

Cost of quality  9.1  40.9  31.8  12.1  6.1 

Losses  55.4  32.3  6.2  3.1  3.1 

Market share positions  1.6  37.7  36.1  13.1  11.5 

ROI,ROS& ROE  3.5  40.4  28.1  19.3  8.8 

productivity and 
responsiveness 

 7.0  35.1  31.6  15.8  10.5 

Customer satisfaction  3.2  41.9  25.8  17.7  11.3 

Firm's security  6.5  33.9  25.8  17.7  16.1 
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Strongly 
disagree Disagree Neutral Agree Strongly agree 

 %  %  %  %  % 

Sales Volume  4.5  37.9  27.3  18.2  12.1 

Profit     42.9  31.7  12.7  12.7 

Cost of quality  9.1  40.9  31.8  12.1  6.1 

Losses  55.4  32.3  6.2  3.1  3.1 

Market share positions  1.6  37.7  36.1  13.1  11.5 

ROI,ROS& ROE  3.5  40.4  28.1  19.3  8.8 

productivity and 
responsiveness 

 7.0  35.1  31.6  15.8  10.5 

Customer satisfaction  3.2  41.9  25.8  17.7  11.3 

Firm's security  6.5  33.9  25.8  17.7  16.1 

long-term success   6.0  23.9  11.9  13.4  44.8 

           

Ranked on a scale where 1= strongly disagree 2= Disagree, 3= Neutral, 4=Agree, 5= Strongly Agree  
 

Mobile bills payment mean effect on performance of the firm is the aggregate of the measures of the firm 
performance (table 4.4.8) e.g. increase in sales volume, improved profitability, improved market share 

position etc.  
 

Table 8: Mean effect of mobile Bills payment 
 Measure of Performance Mean Std. Deviation 

Sales Volume 3.03 1.02 

Profit 3.03 0.98 

Cost of quality 2.97 1.02 

Losses 1.55 0.87 

Market share position  3.21 1.05 

ROI,ROS and ROE 3.21 0.99 

Productivity and responsiveness 3.03 0.98 

Customer satisfaction  3.18 1.04 

Firm's security  3.12 0.10 

Long-term success 4.00 1.39 
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Table 9: Effect of mobile internet on performance of firms 

 Strongly 
disagree 

Disagree Neutral Agree Strongly agree 

 %  %  %  %  % 

Sales Volume   4.2  48.6  22.2  19.4  5.6 
Profit  1.6  52.4  22.2  14.3  9.5 
Cost of quality   3.0  43.9  22.7  22.7  7.6 
Losses  55.1  42.0  2.9     
Market share   3.0  45.5  21.2  24.2  6.1 
ROI,ROS and ROE  3.3  45.0  28.3  18.3  5.0 
productivity and 
responsiveness 

 5.1  40.7  28.8  16.9  8.5 

Customer satisfaction 
ratings  

 1.6  42.9  20.6  27.0  7.9 

Firm's security  4.8  38.7  25.8  17.7  12.9 
long-term success   4.4  25.0  10.3  13.2  47.1 

           

Ranked on a scale where 1= strongly disagree 2= Disagree, 3= Neutral, 4=Agree, 5= Strongly Agree  
 

Table 10: Effect of Mobile Internet on Firm Performance 

Measures of Performance   Mean Std. Deviation 

Sales Volume 2.85 0.98 

Profit 2.93 1.05 

Cost of quality 2.95 0.90 

Losses 1.4 0.50 

Market share position 2.88 1.02 

ROI,ROS and ROE 2.83 0.98 

Productivity and responsiveness 2.88 1.07 

Customer satisfaction 3.03 1.05 

Firm's security 2.95 1.13 

Long-term success 3.68 1.47 

Mean aggregate 2.85  
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Table 11: Effect of Mobile Banking on Performance 

 

Strongly 
disagree Disagree Neutral Agree Strongly agree 

 %  %  %  %  % 

Sales Volume  5.8  47.8  21.7  14.5  10.1 

Profit   2.8  42.3  26.8  16.9  11.3 

Cost of quality  4.3  38.6  30.0  17.1  10.0 

Losses   58.0  39.1  1.4    1.4 

Market share position  4.5  40.9  28.8  18.2  7.6 

ROI,ROS and ROE  4.5  38.8  29.9  26.9   

productivity and 
responsiveness   3.2  41.9  30.6  17.7  6.5 

Customer satisfaction   6.1  36.4  27.3  22.7  7.6 

Firm's security   3.2  33.3  31.7  22.2  9.5 

long-term success  6.1  24.2  6.1  12.1  51.5 

           

Ranked on a scale where 1= strongly disagree 2= Disagree, 3= Neutral, 4=Agree, 5= Strongly Agree  
 

Table 12: Effect of Mobile Banking on Performance 
 Measures of Performance                    Mean Std. Deviation 

Sales Volume  2.95 1.05 

Profit  3.05 1.09 

Cost of quality 2.95 0.97 

Losses  1.29 0.46 

Market share position  3 1.07 

ROI,ROS and ROE 2.93 0.91 

Productivity and responsiveness 2.88 0.98 

Customer satisfaction 3.12 1.08 

Firm's security  3.1 1.04 

Long-term success  3.95 1.47 

Total 2.82   
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Figure. 1: Extent of use of mobile phone services  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 2: Effect of mobile phone services on performance 
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