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Introduction
South Africa is witnessing a growth in the number of entrepreneurial start-ups (Chinyamurindi 
2016). Such start-ups, including the development of entrepreneurial spirit, are encouraged and 
believed to have ramifications for national growth including economic and social development 
(Harris, Sapienza & Bowie 2009). Further, small, medium and micro-enterprises (SMMEs) perform 
a critical part in developing communities as they comprise a huge workforce and are considered 
pioneers in implementing fresh concepts (Kuratko 2016). Although SMMEs have been widely 
acknowledged for their economic and social contribution, the majority of SMMEs perform poorly 
and, at times, fail in their early stages (Arafat El-Mobayed 2006; Mahembe 2011; Murimbika 2011). 
However, the key to effectively addressing the problems of poor performance and failure in 
SMMEs is argued to be the strategic planning process (Arafat El-Mobayed 2006; Odame 2007; 
Pangarkar 2015). This process is defined as a measured and balanced procedure responsible for 
giving an organisation an unmistakably distinct drive or aim through a purposefully selected 
route (Mintzberg 1990).

Within the extant literature, calls exist for more investigations into the concept of strategic 
planning on outcomes such as organisational performance (Chinyamurindi 2016). Sondari 
(2014) argues for the need of such research especially within a context of entrepreneurship. 
Given the global recognition of SMMEs as a driver of growth (Jackson 2015) there is need to 
continually investigate how strategic planning can contribute to the performance of organisations 
(Aldehayyat & Khattab 2013). The purpose of this study is to investigate this relationship within 
a South African SMME context argued as a potential driver in alleviating poverty and an enabler 
of economic prosperity (Garwe & Fatoki 2012; Mahembe 2011). All this despite the risk and high 
failure rate that characterises it (Pangarkar 2015).

Brewer (2010) highlights that more than three-quarters of business operations in South Africa 
come from SMMEs, and they also contribute marginally to the gross domestic product (GDP). 

Background: Arguments are made for strategic planning as an important organisational 
capability used to realise a firm’s goals and objectives. Despite this, conflicting views appear 
to emerge from the extant literature over the link between strategic planning and financial 
performance. Notably, within a South African context, a few studies have been conducted 
ascertaining this relationship especially within small, medium and micro-enterprises (SMMEs).

Aim and setting: The study aimed to determine this relationship using survey responses from 
a sample of 225 respondents classified as owners or managers of SMMEs operating within the 
Buffalo City Metropolitan in the Eastern Cape Province of South Africa.

Method: Data were analysed through regression and correlation analysis.

Results: Findings reveal strategic planning to have a positive relationship with the financial 
performance of the SMMEs. Furthermore, aspects of strategic planning (formulation, 
implementation, evaluation and control) were also found to have a positive relationship with 
financial performance.

Conclusion: Suggestions for theory and practice are made based on these findings, including 
how the adoption and usage of strategic planning cannot only be an important organisational 
capability but also a basis for attaining a competitive advantage within the SMME.
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As a means of moving away from the post-apartheid 
economic system where the economy was dominated by 
a few parastatals and multinational corporations (Finn, 
Leibbrandt & Oosthuizen 2014), priority is placed on SMMEs 
in South Africa (Garwe & Fatoki 2012; Mahembe 2011). The 
support of the South African government to the growth 
of SMMEs is evident in the creation of a Small Business 
Development Ministry whose main objective is to govern 
and provide support to SMMEs (Rustomjee 2015).

Literature review
Theoretical underpinning
Porter’s five forces framework
Porter’s five forces examine what distinguishes the 
competitive environment of an organisation (Grant 2014). 
Porter’s framework is argued to be a possible explanation 
of how a firm can operate within an industry (Grant & 
Jordan 2015). For the organisation, this idea is rather 
important since the organisation is capable of directing its 
improvements regarding the selection of tactics and 
investments (Andersen & Nielsen 2009). The five forces 
described by Porter comprise: the threat of new entrants, 
threat of substitute products, bargaining power of suppliers, 
bargaining power of customers and competitive rivalry 
within the industry (Grant 2014). The literature explains that 
all these five forces are interconnected, and the first four 
forces all build up to competitive rivalry within the industry 
(Andalya 2013).

For this investigation, competitive rivalry within the industry 
is a factor that addresses the majority of the research 
objectives. The rivalry between organisations controls the 
desirability of a segment (Grant 2014). Establishments are 
struggling to uphold their supremacy; therefore, they make 
strategies to keep them on top (Grant 2014). Rivalry is 
a game in which, ordinarily, one participant fails at the 
cost of the other by formulating and implementing better 
strategies (Andersen & Nielsen 2009). A move on the part of 
a participant could result in the other participant creating 
counter-changes or starting efforts to safeguard themselves 
from the danger posed by the initial move, hence strategic 
control and analysis (Grant & Jordan 2015). In this way, 
organisations within the same trade are equally dependent, 
and the manner in which they strategise is shaped by the 
uncertainty in the environment (Grant 2014). Situations in an 
industry keep changing based on the actions and reactions of 
the constituent firms (Gruber et al. 2010). Response to such 
changes within an industry can mean the difference between 
success and failure. This places importance on the strategic 
planning process and its role in making, as argued by Porter 
(2008), an organisation understand itself within a context and 
map out a position that is more profitable and less vulnerable 
to attack. The activities within Porter’s framework consist 
of the traditional strategic management process especially 
those of environmental scanning, strategy formulation, 
implementation and evaluation (Porter 2004; Ricks & 
Woods 1996).

Resources-based view of the firm
Further to Porter’s framework, this research also embraced 
the resource-based view (RBV) of the firm (Barney 1991) as a 
theoretical lens. The RBV links notions from firm economics 
and strategic management (Grant & Jordan 2015). In the 
RBV, the competitive advantage and greater performance of 
a firm are described by the uniqueness of its abilities 
(Andersen & Nielsen 2009). The fundamental suggestion of 
the resource-based model is that organisations are diverse 
with regard to the strategic possessions they have and 
regulate (Grant & Jordan 2015). Resources make up the major 
element of investigation for the RBV and can be described 
as those possessions that are secured partially permanently 
to the organisation. Traditional foundations of competitive 
advantage such as monetary and natural resources, 
equipment and economies of scale can be used to craft value 
(Gruber et al. 2010).

Capabilities, in contrast, state an organisation’s ability to 
organise and manage diverse resources, commonly in 
groups, thus making use of a firm’s procedures to influence 
an anticipated goal (Grant & Jordan 2015). Resources are 
information-grounded, intrinsically imperceptible procedures 
that are organisation prescribed and are established over time 
through multifaceted connections amid the organisation’s 
resources (Grant 2014). Hence, through the definition given 
on resources and capabilities, the RBV and Porter’s 
framework are not only deemed applicable but linked to this 
study. Resource contribution rests on the capacity of the 
human resources to formulate sound strategies (Gruber et al. 
2010). More so, the part of dynamic capability factors in the 
ability of the firm to allocate resources to each section of 
the strategic planning process. In essence, the RBV, using the 
seminal contribution of Mahoney and Pandian (1992) seeks 
to make a link between processes within strategic planning 
and see how these can be utilised as a basis for competitive 
advantage. This warrants its use as a theoretical underpinning 
in this study.

Strategic planning
Strategic planning can be defined as the procedure of creating 
and upholding consistency between the establishment’s 
goals and possessions and its shifting prospects (Grant 2014). 
The strategic planning process, in general, comprises business 
objectives, a vision, and a clear design to accomplish the 
idea and achieve the objectives (Dole 2013; Mintzberg 1994). 
The strategic planning process also entails a scan of the 
environment (Saunders 2015) and this helps the organisation 
prepare a suitable action based on this information (Guerras-
Martína, Madhokb & Montoro-Sánchezc 2014). The key 
constituents of strategic planning practices involve probing 
questions on where the establishment intends to go, the 
current situation of the organisation, how the organisation 
will get there and what alterations or fluctuations will 
occur in the establishment’s environment (Grant & Jordan 
2015; Guerras-Martina et al. 2014). Hutzschenreuter and 
Kleindienst (2006) view strategic management as a discipline 
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where strategic planning is housed. Hence, it can be possible 
to conclude that research that has supported either the 
presence of a positive or negative relationship with strategic 
management implies the same for the strategic planning 
process (Wijetunga 2013). For this study, strategic planning is 
considered to consist of: (1) formulation, (2) implementation 
and (3) strategy control and evaluation. Using the work of 
Louw and Venter (2006), strategy formulation consists of 
those steps taken to set the direction of the organisation 
through analysing the internal and external environment. 
Conversely, strategic implementation consists of those 
actions of putting into practice the actions set out as part of 
strategy formulation. Finally, strategy evaluation and control 
is a means of making sure that the desired strategy remains 
on course as per the previous steps.

One of the most important managerial purposes is to 
measure organisational performance (Sandada, Pooe & 
Manilall 2014). Assessing performance, revising variations 
in the surrounding environment and making alterations 
are customary and essential parts of the strategic 
management practice (Guerras-Martina et al. 2014). The 
means of measuring organisational performance remain 
an argumentative theme to business consultants and the 
research fraternity alike (Harris et al. 2009; Sandada et al. 
2014). However, some researchers suggest that organisations 
may use objective measures in contrast to subjective measures 
to evaluate organisational performance (Mcllquham-Schmidt 
2010; Sandada et al. 2014). Financial records comprising an 
actual return, gross revenue, return on asset, return on capital 
invested and gross inventory revenue constitute objective 
measures of financial performance (Mcllquham-Schmidt 
2010). On the other hand, subjective measures tend to 
depend on a manager’s or owner’s view of organisational 
performance (Dubilihla & Sandada 2014).

Strategic planning and financial performance
A lot of research that looks into the relationship between 
strategic planning and organisation performance in 
SMMEs has been conducted over the past decades 
(Chavunduka, Chimunhu, & Sifile 2015; Dubilihla & Sandada 
2014; Hakimpoor 2014; Langat & Auka 2015; Monday et al. 
2015; Pangarkar 2015). Study findings by Hakimpoor (2014) 
suggested that organisations that conducted a strategic 
planning process performed better than those that had 
no strategy formulation procedures. Dubilihla and Sandada 
(2014) revealed that there was a positive relationship between 
strategic planning and the performance of small business in 
South Africa. Further, the key to success for small businesses 
in South Africa was grounded in their ability to practise 
strategic planning (Dubilihla & Sandada 2014).

Arasa and K’Obonyo (2012) noted that there is a positive 
relationship between strategic planning and organisational 
performance. The two authors further stress that the success 
and good performance of organisations are centred on how 
implementation and control and evaluation of the strategic 
planning process is conducted. Chavunduka et al. (2015) 

found that there was a positive relationship between strategic 
planning and organisational performance measures such as 
net income, return on investment and market share, among 
others. Monday et al. (2015) acknowledge that organisations 
with excellent strategy implementation processes had much 
sounder organisational performance compared to those with 
a poor or fair strategy implementation process.

Strategy formulation, implementation and 
evaluation and financial performance
Concerning the link between aspects of the strategic planning 
process (such as formulation, implementation and evaluation) 
and financial performance, mixed results appear to exist. A 
stream of work appears to suggest that these aspects of the 
strategic planning process are linked to performance metrics 
within an organisational setting (e.g. Arabzad et al. 2015). 
Within a Turkish context, Efendioglu and Karabulut (2010) 
found a positive correlation to exist between strategic 
planning (the presence of mission and involvement of top 
managers) and financial performance. On the other hand, 
some studies have found a negative relationship to exist 
between aspects of the strategic planning process and 
financial performance (Gibson, Cassar & Wingham 2001). For 
example, French, Kelly and Harrison’s (2004) study on small 
service businesses revealed that there was also no relationship 
between these aspects of strategic planning and financial 
performance. This had been earlier supported within various 
contexts such as an SMME context (O’Gorman & Doran 1999) 
and the service industries such as hospitals in Lebanon (Saleh 
et al. 2013). These conflicting findings in literature form 
the basis of this study, hence the hypotheses and research 
question presented in the following section.

Research question, purpose, 
hypotheses and conceptual 
framework
Based on the extant literature highlighted, there are 
inconclusive and conflicting results on the relationship 
between strategic planning and a financial measure of 
organisational performance. Based on the presented literature 
review, the following hypotheses are set:

H1: There is a significant positive correlation relationship 
between the strategic planning process and an organisation’s 
financial performance in SMMEs.

H2: There is a significant positive correlation between the strategy 
formulation and an organisation’s financial performance in 
SMMEs.

H3: There is a significant positive correlation between the strategy 
implementation and an organisation’s financial performance in 
SMMEs.

H4: There is a significant positive correlation between the strategy 
evaluation and control and evaluation and an organisation’s 
financial performance in SMMEs.

For this research, strategic planning was considered in the 
context of the strategic planning process. The primary 
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objective of this study was to determine the relationship 
between the strategic planning process and financial 
measures of organisational performance. The secondary 
objectives investigated the relationship between the three 
arms of the strategic planning process (formulation, 
implementation and control and evaluation) and financial 
measures of organisational performance. Further, the 
hypothesised relationships are described graphically in 
Figure 1. The research sought to answer the following 
question: what is the relationship between strategic planning and 
financial performance among a sample of SMMEs operating within 
the Buffalo City Metropolitan Municipality?

Research methodology
Research design
The study adopted a positivist paradigm using the 
quantitative research approach to collect data (Creswell 
2014). The aim here was to investigate ‘cause and effect’ 
(Creswell 2014:23–24) and in the case of the research, the 
relationship between the independent and dependent 
variables. Further, the survey research technique using a self-
administered questionnaire was used and, borrowing from 
Creswell (2014:13), this technique and instrument allowed 
for the opportunity to understand ‘trends, attitudes or 
opinions’ within a subset of a population. Given the research 
study, questionnaires were also cost-effective, thus allowing 
for a wider reach (Jack & Clarke 1998).

Questionnaire design
Before the questionnaire was administered to the participating 
SMMEs, a pilot test was conducted to test the questionnaire 
using a sample of 50 non-participating SMMEs. The purpose 
of the pilot test was to test the techniques from data collection 
to analysis that were to be conducted in the main research 
study. This helped prepare the researchers to prepare for any 
eventualities that might happen using the pilot study. The 
research instrument was divided into three sections. The first 
section consisted of questions about the SMME’s background 
and these included: (1) the industry category, (2) age of the 
firm, (3) the firm capital size in rand value, (4) the 
characteristics of the person or team responsible for strategic 
planning and (5) questions about the nature of strategic 
planning. The second section consisted of questions about 

how strategic planning occurs and was adapted from 
previous studies (Arafat El-Mobayed 2006) and measured on 
a 5-point Likert scale (strongly disagree to strongly agree). 
This section consisted of scales measuring (1) the 
organisation’s mission (4 items), (2) the organisation’s 
objectives (4 items), (3) strategy formulation (12 items), (4) 
strategy implementation (2 items) and, finally, (5) strategy 
control (7 items). The third section of the questionnaire 
measured financial performance and was also adopted from 
previous studies (Green & Medlin 2003). Each of the 
performance-related items asked the owner, manager or CEO 
to highlight their organisation’s performance in comparison 
to the industry average on a 5-point Likert scale anchored 
between ‘weaker’ (1) and ‘stronger’ (5) (Green & Mediln 
2003).

Population and sample data collection
The total number of registered SMMEs operating within the 
Buffalo City Metropolitan Municipality central district was 
515 based on information supplied by the Eastern Cape 
Development Corporation (ECDC). From this and using the 
Raosoft sample size calculator (Raosoft Inc 2017), a total of 
221 SMMEs were recommended as a sample. Using a 
convenience sampling approach, a total of 225 SMMEs took 
part in the study based on issues such as accessibility (Wiid & 
Diggines 2015). Given that the SMMEs were within the 
vicinity of the Buffalo City Metropolitan Municipality, a self-
administered questionnaire was dropped off at the relevant 
companies for the attention of the owner, manager or CEO of 
the SMME. After a week, a follow-up visit, email inquiry or 
telephone call was made to arrange for collection of the 
questionnaire. Based on the analysis, the participating 
SMMEs were split as follows: (1) manufacturing (n = 44, 
20%), (2) construction (n = 34, 15%), (3) wholesale (n = 40, 
18%), (4) agriculture (n = 20, 9%), (5) service (n = 52, 23%) and, 
finally, (6) other (n = 35, 16%).

Data analysis
The Statistical Package of the Social Sciences program 
(SPSS) version 22.0 was used to analyse the data collected 
in this study. Cronbach’s alpha coefficients (α) were used to 
assess the internal consistency of the measuring instruments 
(Clark & Watson 1995). Further, statistical analysis also 
involved generating a descriptive picture concerning the 
phenomena under study. Inferential statistics helped 
determine the association between the dependent and the 
independent variables (Wiid & Diggines 2015). Inferential 
statistics further help to come to conclusions based on 
observations on the population of the study (Babbie & 
Mouton 2002). In achieving the aims of this study, 
correlation and regression analyses were used (Wiid & 
Diggines 2015).

Assessing the internal reliability of a research instrument is 
very important to ensure the reliability of information 
gathered by the researcher (Cooper & Schindler 2006). The 
Cronbach’s alpha coefficients of the dependent and 

H4

H1

H2

H3

Strategic planning

Strategy formula�on

Strategy implementa�on

Strategy control and
evalua�on

Financial
performance

FIGURE 1: Conceptual framework: Hypothesised model of the relationship 
between strategic planning and financial performance.
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independent variables were computed using SPSS. The 
evidence from Table 1 indicates that all the scales used in this 
study met the set standard of 0.70, as guided by the literature 
(Nunnally 1978). Thus, the entire questionnaire with its scales 
had an acceptable level of reliability. The results of the 
analysis are tabulated in Table 1.

Results
Descriptive statistics results
This section provides an overview of the results on the 
background information section of the questionnaire. The 
respondents were asked questions about the history of their 
organisations. Table 2 summarises the findings of the 
descriptive results. Based on this analysis, the majority of 
SMMEs had been operating for 1–3 years with a frequency 

of 27.2%, followed by those entities with over 10 years of 
operation with a frequency of 26.3%. Concerning strategic 
plans, the majority of SMMEs (76%) used strategic plans with 
only 24% citing having no strategic plans. Finally, concerning 
the duration of strategic plans, 32% of the SMMEs cited 
having plans that span 1–3 years and 28% indicated their 
plans cover less than a year. From this analysis, 16% of 
SMMEs cited having plans that cover a duration of more than 
4 years and 24% did not respond to the question.

Correlation analysis between variables
The results in Table 3 indicate that there is a correlation 
between the variables under study. The researcher made use 
of correlation as a statistical measure since correlation best 
describes the strength and direction of a linear relationship 
between two variables (Graham 2009). Moreover, the 
correlation coefficient is a statistical measure of the strength 
of a monotonic relationship between paired data (Pallant 
2010). Strategy formulation and financial performance were 
found to have the highest correlation and significance at 
0.629. The second highest correlation and significance 
occurs between strategy implementation and financial 
performance which is at 0.615. Strategy control and 
evaluation recorded the lowest correlation and significance 
with a result of 0.608. Therefore, due to the results obtained 
in the correlation analysis, the study found a correlation to 
exist between strategic planning (consisting of formulation, 
implementation, as well as control and evaluation) and the 
dependent variable (financial performance).

Regression analysis tests
The results of the regression analyses are summarised in 
Table 4a and 4b. The researcher made use of regression 
analysis as a statistical test since regression describes the 
strength and direction of the relationship between two 
variables, and it goes further by providing many refined 
examinations of the inter-relationships among groups of 

TABLE 2: Descriptive results (n = 225).
Variable Range Frequency (%)

Age of the SMME 1–3 years 27.2
4–6 years 25

5
7–9 years 21.4
Over 10 years 26.3

Use of strategic plans Yes 76
No 24

Duration of strategic plans Less than a year 28
1–3 years 32
More than 4 years 16
Did not respond 24

SMME, Small-, medium- and micro-enterprises.

TABLE 1: Cronbach’s alpha coefficients.
Scale Cronbach’s alpha coefficients

Firm mission 0.946
Firm objectives and goals 0.884
Strategy formulation 0.909
Strategy implementation 0.662
Strategy control and evaluation 0.890
Organisational financial measure 0.944

TABLE 3: Correlation results.
Variables Category Formulation Implementation Control and evaluation Financial performance

Formulation Pearson correlation 1 - - 0.629*
Sig. (two-tailed) - - - 0.000
Number (respondents) 224 - - 224

Financial performance Pearson correlation 0.629* - - 1
Sig. (two-tailed) 0.000 - - -
Number (respondents) 224 - - 224

Implementation Pearson correlation - 1 - 0.615*
Sig. (two-tailed) - - - 0.000
Number (respondents) - 224 - 224

Financial performance Pearson correlation - 0.615* - 1
Sig. (two-tailed) - 0.000 - -
Number (respondents) - 224 - 224

Control and evaluation Pearson correlation - - 1 0.608*
Sig. (two-tailed) - - - 0.000
Number (respondents) - - 224 224

Financial performance Pearson correlation - - 0.608* 1
Sig. (two-tailed) - - 0.000 -
Number (respondents) - - 224 224

*, Significant at 5%
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variables (Graham 2009). This technique is most suitable 
when investigating the relationship between one independent 
variable and a number of dependent variables (Neuman 
2003). The R-squared value of 0.632 (63%) explains the model 
concerning the relationship between strategic planning and 
financial performance. Furthermore, the analysis of variance 
certifies the applicability of the model and that it can be 
recognised as statistically significant.

Table 4a and 4b illustrate how the factors in the regression 
model presented in Table 3 influence the prediction of 
organisational, financial performance. Four of the ten factors 
in this regression analysis model can be regarded as 
statistically significant predictors to the model equation. The 
results from the model show that the question of whether 
or not an organisation has a written strategic plan has the 
largest beta coefficient value of 0.633, thus making it the 
largest predictor of financial performance. The period 
covered by the organisation’s strategic plan is shown as 
the second highest predictor with a beta coefficient of 0.306, 
thus indicating that the greater the number of years covered 
by the strategy, the greater the organisation’s financial 
performance. The third contributing factor to the prediction 
of financial performance was the organisational mission 
which had a beta coefficient of 0.225. Lastly, the firm’s capital 
size was the fourth predictor contributing to financial 
performance with a beta coefficient of –0.157. The negative 
beta coefficient obtained from a firm’s capital size indicates 
that the factor influenced financial performance negatively. 
Thus, the larger the capital size, the worse the organisation 
performs financially.

Discussion, implications, limitations 
and future study
Discussion
The main purpose of the study was to establish the 
relationship between the strategic planning process and 
organisational performance in SMMEs in the Buffalo City 
Municipality. The results of the study on the relationship 
between strategic planning processes and financial 
performance in SMMEs indicated a positive relationship to 
exist among the SMMEs sampled. The findings on the 
relationship between strategic planning and organisational 
performance are consistent with the work of Dubilihla 

and Sandada (2014). Further, the findings of this work that 
showed that the strategic planning process has a positive 
effect on financial performance are also similar to findings 
reported in a study conducted by Monday et al. (2015).

The findings of this current study revealed that there was a 
positive relationship between strategy formulation and 
organisational, financial performance in SMMEs. The results 
of this study are similar to some previous investigations 
available in the literature (e.g. Andalya 2013; Chavunduka 
et al. 2014; Monday et al. 2015; Wijetunga 2013). Furthermore, 
the results of this study support findings of Wijetunga 
(2013) and Andalya (2013) which showed that there was a 
positive relationship between strategy formulation and the 
performance of manufacturing SMMEs and commercial 
banks, respectively.

Furthermore, this study was set to answer the question on 
the relationship between strategy implementation and 
financial performance in SMMEs in the Buffalo City 
Municipality. Strategy implementation was found to have 
a positive relationship with organisational, financial 
performance among the sampled SMMEs in the Buffalo City 
Municipality. The results of this study are similar to some 
previous investigations available in the literature (e.g. 
Andalya 2013; Langat & Auka 2015; Monday et al. 2015; 
Pangarkar 2015; Wijetunga 2013). Langat and Auka’s (2015) 
study produced results that showed a positive relationship 
between strategy implementation and corporate performance. 
These findings were also similar to previous research (e.g. 
Pangarkar 2015).

Lastly, based on the evidence provided by this current 
study, strategy control and evaluation was found to have a 
positive relationship with organisational performance 
among the sampled SMMEs in the Buffalo City Municipality. 
The results of this study are similar to some previous 
investigations available in the literature (e.g. Chavunduka 
et al. 2014; Dubilihla & Sandada 2014; Langat & Auka 2015; 
Monday et al. 2015; Pangarkar 2015). The current study’s 
findings are in line with those of Hakimpoor (2014) who 
established that organisations that used the strategy control 
and evaluation had a better chance of performing well 
than those that did not use strategy control and evaluation. 
Similar findings were also reported in a study done by 
Monday et al. (2015) that put forward that there is a positive 
relationship between strategy control and evaluation and 
organisational, financial performance in manufacturing 
companies in Nigeria.

Based on the evidence provided in this study and a thorough 
review of literature (e.g. Chavunduka et al. 2014; Dubilihla & 
Sandada 2014; Hakimpoor 2014; Langat & Auka 2015; 
Monday et al. 2015; Pangarkar 2015), the study comes to the 
conclusion that the strategic planning process (strategy 
formulation, strategy implementation, strategy control and 
evaluation) is of great importance to how organisations 
perform. Moreover, the evidence provides an answer to the 

TABLE 4b: Regression analysis results: Analysis of variance
Model 1 Sum of squares df Mean squares f Significance

Regression 5579.183 3 1859.728 67.397 0.000*

Residual 6070.563 220 27.593 - -
Total 11649.746 223 - - -

*, Significant at 5%
Note: Predictors that are constant: Firm mission, firm objectives and goals, control and 
evaluation, implementation, formulation, firm capital size, age of firm, duration of strategic 
plan, written strategic plan; Dependent variable: Organisational financial performance.

TABLE 4a: Regression analysis results: Model summary.
Model name R R-squared Adjusted R-squared Standard error of 

the estimate

1 0.795 0.632 0.615 4.484
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gap that the researcher identified in the literature on the 
relationship of the four factors (strategic planning process, 
strategy formulation, strategy implementation, strategy control 
and evaluation) against financial performance.

Implications
The most important contribution of this study is that it helps 
to extend knowledge and understanding on the issues of the 
relationship between the strategic planning process and 
organisational performance in SMMEs (Chavunduka et al. 
2014; Dubilihla & Sandada 2014; Hakimpoor 2014; Monday 
et al. 2015). The research magnified the frame of information 
in the area of strategic planning about performance of 
SMMEs. It makes available more literature that looks into 
these two variables (strategic planning process and financial 
performance in SMMEs) in an African context. This work 
advances an understanding of phenomena that are not often 
researched outside the Western and Asian contexts. This 
study is one of the few that have been conducted in sub-
Saharan Africa that look into the relationship between the 
strategic planning process and organisational performance 
in SMMEs (Chavunduka et al. 2014; Dubilihla & Sandada 
2014). The current research showed that there was evidence 
that the strategic planning process has a positive effect on 
organisational performance in SMMEs.

Methodologically, the quantitative approach offered an 
opportunity for a valuable examination of the study’s 
variables grounded on the information gathered, along with 
respondents answering questions posed to them in answering 
the objectives of the study (Creswell 2014). The objective of 
the research was to be able to generalise about a specific 
population based on the results of a representative sample of 
that population. Further, the quantitative research approach 
provided a platform for understanding the phenomena better.

Based on the results of this study, the researcher concludes 
that the strategic planning process has a positive impact on 
organisational performance in SMMEs. Since the impact 
of the strategic planning process is positive, it is a good 
predictor of organisational performance. Therefore, this 
study contributes to shedding light on how important the 
strategic planning process is and how much attention has to 
be committed by those responsible for strategic planning in 
SMME organisations. There is a need for SMME organisations 
to provide their employees with training programmes that 
would develop their abilities and skills to understand and 
make use of the plans provided by top management. Training 
programmes should not only be provided to subordinates 
but also to the owners and managers to improve their 
ability to come up with sound and fruitful strategic plans. 
Furthermore, SMMEs need to integrate with organisations of 
higher learning in providing quality training and guidance 
on the use and importance of strategic planning in business 
organisations.

It is advisable for SMME managers and owners to employ 
strategic planning experts or create a department responsible 

for the strategic planning in the organisational structure to 
improve and advance the strategic planning process. Having 
a strategic planning manager or department will allow 
diverse integration of ideas between members of the strategic 
planning department or managers with the owner of the 
SMME.

Technology has greatly advanced in the past decade, and 
this has brought great improvement in how people and 
organisations perform their day-to-day business. Therefore, 
the use of new technology and computerised software may 
also improve how SMME organisations strategically plan. 
Use of specialised computer software in strategic planning 
aids in simplification and enabling this process, which may 
result in sound strategic planning and good organisational 
performance.

Limitations
The major limitation of this research is that the researcher 
only focused on data collection in one region. Restricting 
data collection to Buffalo City Metropolitan Municipality 
in the Eastern Cape Province of South Africa limits the 
generalisation of the findings of this study. Hence, having 
considered data collection from different regions would have 
made the findings more generalisable. Secondly, the research 
only considered a single respondent in an organisation in the 
form of the SMME owner or manager, thus ignoring other 
members of the organisation. Having considered more 
respondents from an organisation would have provided 
better clarity on the information about the organisations. 
Moreover, there are high chances of respondents responding 
to the questions in the questionnaire in a socially desirable 
way. Thus, respondents may acknowledge the presence of 
strategic planning only because it is socially expected of them 
to do so, thus making the data collected unreliable.

Future research
Repeated investigations can help deliver comparative 
interpretations of measures in a variety of settings in an 
industrial, national and international context. The current 
study had its sample drawn from one centralised location, 
in the Buffalo City Metropolitan Municipality in the 
Eastern Cape Province of South Africa. Therefore it is advised 
that studies are conducted with respondents drawn from 
different provinces in South Africa and other regions on 
the African continent. This may be a possible platform in 
advancing understanding on the role of strategic planning 
in organisations. Apart from exclusively being grounded on 
the objective or performance approach, future investigations 
could be grounded on other various hypothetical approaches 
such as stakeholders, competitive value and environmental 
turbulence to offer an all-inclusive viewpoint of how these 
variables help SMMEs plan for their performance, success 
and successions.

This study only considered the strategic planning process 
(formulation, implementation and evaluation and control) 
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as the independent variable and financial performance as 
the dependent variable. There is need to conduct studies 
that will widen the range of independent variables and 
integrate factors such as gender and level of education of 
owners or managers, location and size of the SMMEs into 
the investigation. Furthermore, there is need to integrate the 
non-financial measures of performance into such a study.
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