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Abstract

This study examines the drivers, challenges, and
outcomes of digital transformation within organizations,
with a particular focus on the African context. Drawing on
dynamic capabilities theory and the resource-based view,
the research explores how organizations leverage digital
technologies to enhance performance and
competitiveness. Using empirical data, the study identifies
key drivers of digital transformation, including leadership
commitment, customer-centric innovation, and
technological readiness. It also highlights significant
challenges, such as skills gaps, infrastructural limitations,
and governance issues. The findings reveal that
successful digital transformation requires a holistic
approach that integrates technological, organizational,
and human factors. The study contributes to existing
literature by providing context-specific insights and offers
practical recommendations for ~managers and
policymakers. The paper concludes by proposing a
conceptual framework to guide digital transformation in
emerging markets and suggests avenues for future
research.

Key words: Digital Transformation; Dynamic
Capabilities; Resource-Based View; Innovation;
Africa; Organizational Performance; Digital
Strategy; Emerging Markets.

Introduction

State-owned enterprises (SOEs) continue to occupy a
central and contested position in the political economy
of developing countries. While eatly development
paradigms viewed SOEs primarily as instruments for
correcting  market  failures  and  accelerating
industrialization, contemporary debates increasingly
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interrogate their efficiency, governance
structures, and long-term developmental
relevance. Governments have historically
relied on SOEs to mobilize capital for
infrastructure investment, support strategic
industries, and extend essential services to
underserved populations  (Chang, 2002;
Amsden, 2001; Gerschenkron, 1962).
However, the persistence of SOEs in the
post-liberalization era raises Important
analytical and policy questions regarding
their evolving role within hybrid economic
systems characterized by both state and
market coordination.

In recent years, the resurgence of
developmental state thinking and the
reconfiguration of global capitalism have
further intensified scholarly interest in
SOEs. Rather than being relics of state-led
development, SOEs are increasingly viewed
as adaptive institutional instruments
capable of responding to contemporary
economic challenges such as inequality,
infrastructure deficits, and market volatility
(Mazzucato, 2018; OECD, 2020). This shift
reflects a broader rethinking of the role of
the state in economic governance,
particularly in the aftermath of global crises
such as the 2008 financial downturn and
the COVID-19 pandemic. Despite
widespread privatization reforms during
the 1980s and 1990s, SOEs remain
significant ~ contributors to  economic
activity across developing regions. Recent
evidence suggests that rather than
disappearing, SOEs have been
reconfigured within new governance
models that combine state ownership with
market-oriented practices. In sectors such
as energy, transport, telecommunications,
and finance, governments continue to
maintain ownership stakes to safeguard
national interests and support long-term
development strategies. This persistence
reflects not only economic considerations
but also political and institutional realities

that limit the feasibility of full privatization
in many developing contexts.

Empirical data further demonstrates that
SOEs account for a substantial share of
global economic output, particularly in
emerging economies such as China, India,
and South Africa, where they play a
dominant role in strategic sectors (World
Bank, 2022). In Africa, SOEs are often
indispensable in providing public goods
where private sector participation remains
limited due to high capital requirements
and risk exposure. Consequently, their
continued relevance necessitates a more
nuanced understanding of how they can be
effectively governed to balance commercial
viability with developmental mandates. The
performance of SOEs, however, remains
uneven and often problematic. Critics argue
that state enterprises frequently suffer from
inefficiency, weak managerial incentives,
soft budget constraints, and political
interference. These challenges can result in
poor financial performance, operational
inefficiencies, and significant fiscal burdens
on governments. Yet, such critiques are not
uncontested. A  growing body of
scholarship suggests that SOE
performance is highly contingent on
governance quality, institutional capacity,
and the alighment of incentives rather than
ownership structure per se.

Contemporary literature emphasize that
well-governed SOEs can outperform
private  firms in certain  contexts,
particularly where long-term investment
horizons and public value creation are
prioritized (Megginson & Netter, 2019).
This has shifted the analytical focus from
ownership  debates to  governance
effectiveness, highlighting the importance
of institutional design, leadership quality,
and accountability mechanisms. The global
financial crisis and the resurgence of
industrial policy have further renewed
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interest in the strategic role of SOEs.
Scholars such as Musacchio and Lazzarini
(2014) highlight the emergence of “state
capitalism,”  characterized by hybrid
governance arrangements that combine
public ownership with private-sector
management practices. More recent
contributions extend this argument by
suggesting that hybrid SOE models can
serve as  “mission-oriented” institutions
that actively shape markets rather than
merely correcting failures  (Mazzucato,
2018).  This  perspective  challenges
neoliberal assumptions and calls for more
sophisticated ~ frameworks capable of
capturing the dynamic interplay between
state intervention and market mechanisms.

Within the African context, the governance
and performance of SOEs are particularly
significant. Many African economies rely
heavily on state enterprises to provide
critical infrastructure services and support
industrial development. However,
governance challenges including political
patronage, weak oversight mechanisms,
and financial mismanagement have often
undermined  their  effectiveness. In
countties such as Zimbabwe, South Aftica,
and Nigeria, SOEs have been at the center
of both developmental successes and
governance  failures. For  instance,
persistent issues such as corruption, debt
accumulation, and operational
inefficiencies have constrained their ability
to deliver on public mandates (Aftican
Development Bank, 2021). At the same
time, successful cases demonstrate that
reform is possible when institutional
frameworks are strengthened and political
interference is minimised.

International organizations, including the
OECD and the African Development
Bank, emphasize the importance of
strengthening  governance frameworks,
clarifying ownership structures, and

enhancing  accountability —~mechanisms.
While these recommendations are widely
accepted, their implementation has been
uneven, and their effectiveness remains
context-dependent. Furthermore, reform
efforts often fail due to a lack of
coordination across policy domains,
resulting in fragmented interventions that
do not address the systemic nature of SOE
challenges (World Bank, 2022). This
underscores the need for integrated reform
strategies that consider the
interdependencies between governance,
finance, operations, and policy alignment.
This fragmentation represents a critical
limitation in the existing literature.
Although numerous studies examine
specific aspects of SOE reform, there is
limited conceptual integration of the
multiple institutional, governance, and
managerial factors that jointly influence
performance outcomes. Moreover, there is
a noticeable gap in context-sensitive
frameworks tailored to African economies,
where historical legacies, institutional
constraints, and socio-political dynamics
significantly shape SOE performance.
Addressing this gap is essential for
developing actionable and sustainable
reform strategies.

This paper addresses these gaps by
developing an integrated conceptual
framework for reforming state-owned
enterprises in developing economies, with
particular relevance to African contexts and
illustrative treference to Zimbabwe. The
central argument advanced in this study is
that effective SOE reform requires a
coordinated, multidimensional, and
contextually grounded approach that
simultaneously ~ addresses  governance
structures, incentive systems, financial
discipline, operational efficiency, and
developmental alignment.

Literature Review
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The evolving role of state-owned
enterprises in developing
economies

State-owned enterprises have long been
central to the development strategies of
emerging and developing economies.
Governments established these entities to
address structural market failures, mobilize
capital for large-scale investment, and
accelerate industrialization. Gerschenkron
(1962) argued that state intervention was
necessary in late-industrializing economies
where private capital was insufficient to
support long-term investment.

Building on this foundation, contemporary
scholarship highlights that SOEs are not
merely substitutes for missing markets but
also instruments for shaping industrial
trajectories and technological capabilities
(Mazzucato, 2018). In this sense, SOEs
function as catalysts for structural
transformation, particularly in sectors
characterized by high uncertainty and long
gestation periods. During the post-colonial
period, many developing countries
expanded their public enterprise sectors as
part of broader nation-building efforts.

In Africa, SOEs became symbols of
economic sovereignty and tools for
redistributive development. Governments
utilized them to promote employment,
reduce regional disparities, and ensure
access to essential services such as
electricity, water, and transportation.
However, these multiple objectives often
created tensions between commercial
sustainability and social responsibility.
However, the performance of SOEs has
been highly variable. By the late twentieth
century, concerns regarding inefficiency,
financial losses, and excessive state
intervention had become widespread.
Structural adjustment programs (SAPs)
introduced by the International Monetary
Fund (IMF) and World Bank advocated

privatization as a solution to these

inefficiencies. While privatization led to
improvements in some cases, its outcomes
were inconsistent and often controversial,
particularly in sectors involving essential
public services (Megginson & Netter,
2019). Despite these reforms, SOEs remain
prominent in many economies.

Recent evidence indicates that
governments have increasingly adopted
hybrid ownership models, combining
public ownership with private investment
and professional management. These
models aim to leverage market efficiencies
while retaining strategic control over key
sectors. However, the success of such
hybrid arrangements depends heavily on
institutional  quality. Weak regulatory
frameworks, lack of transparency, and
political interference can undermine the
potential benefits of these models, leading
to suboptimal outcomes.

Governance challenges in state-
owned enterprises
Corporate governance is widely recognized

as a critical determinant of SOE
performance.  Governance  structures
influence  decision-making  processes,

define organizational objectives, and shape
accountability mechanisms. In the context
of SOEs, governance challenges are
amplified by the complexity of balancing
public accountability with commercial
efficiency. Unlike private firms, SOEs must
navigate competing demands from political
actors, regulatory bodies, and the public.
Agency theory provides a foundational
framework for analysing these challenges.

However, recent critiques argue that
traditional agency theory is insufficient for
fully capturing the dynamics of SOEs, as it
assumes relatively clear principal-agent
relationships. In reality, SOEs operate
within a multi-principal environment,
where  different  stakeholders  exett
competing pressures (Cuervo-Cazurra et
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al., 2019). Public choice theory further
highlights the role of political incentives in
shaping  SOE  behaviour. Empirical
evidence from African and Latin American
contexts shows that political cycles often
influence SOE decision-making,
particularly in areas such as pricing,
employment, and investment. This can
result in short-termism and inefficiencies
that undermine long-term sustainability.

Institutional theory complements these
perspectives by  emphasizing  the
importance of formal and informal rules in
shaping organizational behaviour. In
environments characterized by weak
institutions, governance reforms may fail to
produce desired outcomes due to lack of
enforcement and cultural resistance. Recent
studies also highlight the importance of
board effectiveness in SOEs. Independent
and professionally qualified boards are
associated with improved performance,
while politically appointed boards often
correlate with inefficiencies and corruption
(OECD, 2020). Furthermore, digital
governance and transparency innovations
such as open data platforms and real-time

financial reporting are emerging as
important  tools  for  strengthening
accountability in SOEs (Wortld Bank,

2022).

Problem statement

Despite their strategic role in economic
development, State-Owned Enterprises
(SOEs) in many developing countries
continue to exhibit persistent
underperformance. This
underperformance is largely attributed to a
combination of structural, institutional, and

managerial deficiencies, including
inefficient and outdated management
practices,  political  interference  in

operational and strategic decision-making,
weak financial management and oversight
mechanisms and the absence of

performance-based accountability systems.
While these challenges are widely
acknowledged in the literature, their
persistence suggests that existing reform

approaches have been insufficiently
comprehensive or inadequately
implemented. In many cases, reform
strategies have focused on isolated
interventions such as  privatization,

corporatization, or financial restructuring
without addressing the systemic and
interconnected nature of SOE
inefficiencies. These challenges often result
in significant negative outcomes, such as
increased fiscal pressure on governments,
suboptimal service delivery, and reduced
competitiveness in both domestic and
international markets.

In the African context, the implications of
SOE underperformance are particulatly
severe. Governments frequently rely on
SOEs to deliver essential services and
support economic transformation.
Consequently, inefficiencies within these
enterprises not only affect financial
sustainability but also undermine broader
development objectives, including poverty
reduction, industrialization, and
infrastructure expansion (African
Development Bank, 2021). Moreover, the
political economy of SOEs complicates
reform efforts. Political actors may resist
reforms that threaten entrenched interests,
while weak institutional capacity limits the
effective implementation of governance
improvements. This creates a reform
paradox: although the need for SOE
reform is widely recognized, the conditions
required for successful reform are often
absent.

Another critical dimension of the problem
is the misalighment between commercial
and developmental objectives. SOEs are
frequently expected to operate profitably
while simultaneously fulfilling social
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mandates, such as employment creation
and service provision in underserved areas.
Without clear performance frameworks
and accountability mechanisms, these dual

objectives can lead to ambiguity,
inefficiency, and mission drift.
Furthermore, globalization and

technological change have introduced new
pressures on SOEs to remain competitive
and innovative. Many SOEs, however, lack
the flexibility and capacity to adapt to
rapidly changing market conditions, further
exacerbating performance challenges.
Given these issues, there is a pressing need
for a comprehensive and integrated reform
framework that addresses both institutional
weaknesses and operational inefficiencies
within SOEs. This study argues that
addressing these challenges requires a
paradigm shift from fragmented, one-
dimensional reform approaches toward a
holistic and multi-theoretical framework
that recognizes the interdependence of
governance, incentives, institutional
capacity, and strategic alignment. Such a
framework is essential for designing
context-sensitive reforms capable of
enhancing both the efficiency and
developmental impact of SOEs.

Obijectives of the study

The primary objective of this study is to
examine and propose effective strategies
for improving the performance of State-

Owned  Enterprises in  developing

economies. More specifically, the study

seeks to contribute to both theoretical and
policy-oriented debates by developing an
integrated  analytical framework  that
bridges the gap between conceptual
insights and practical reform strategies.
The study is guided by the following
specific objectives:

1. Analyse the key challenges affecting
SOE performance. This includes a
critical examination of governance
deficiencies, institutional weaknesses,

and operational inefficiencies that
constrain SOE effectiveness.

2.  Examine relevant theoretical
perspectives  that explain  SOE
inefficiencies The study synthesizes
multiple theoretical frameworks to
provide a multidimensional
understanding of SOE dynamics.

3. Develop an integrated conceptual
framework for SOE reform. The
framework aims to move beyond
fragmented approaches by identifying
interdependent reform dimensions.

4. Provide practical and policy-oriented
recommendations  for  enhancing
performance and  accountability.
These recommendations are designed
to be context-sensitive and aligned
with the realities of developing
economies, particularly in Africa.

By achieving these objectives, the study
aims to contribute to the growing body of
literature that advocates for more nuanced
and contextually grounded approaches to
SOE reform, while also offering actionable
insights for policymakers and practitioners.

Originality and Contribution

This study makes a significant contribution
by providing empirical insights into digital
transformation within the African context,
an area that remains underexplored in
management literature. By integrating
perspectives  from dynamic capabilities
theory and the resoutrce-based view, the
study offers a nuanced understanding of
how organizations in emerging markets
navigate digital transformation.
Furthermore, the study  advances
knowledge by identifying context-specific
challenges such as infrastructural deficits

and skills shortages, thereby addressing

gaps in existing research that
predominantly focuses on developed
economies.

Theoretical Framework
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This study adopts a multi-theoretical
approach to provide a comprehensive
understanding  of  the  complexities
surrounding SOE petformance and reform.
The use of multiple theoretical perspectives
is necessitated by the inherently complex
and multidimensional nature of SOEs,
which operate at the intersection of
economic, political, and social systems. No
single theoretical framework is sufficient to
capture this complexity; therefore, an
integrative approach is required. The
theoretical framework underpinning this
study draws on five complementary
perspectives:  Agency Theory, Public
Choice Theory, Institutional Theory,
Stakeholder Theory, and Developmental
State Theory. Together, these frameworks
provide a robust analytical foundation for

understanding the drivers of SOE
performance and informing reform
strategies.

Agency theory

Agency Theory explains the relationship
between principals (the state) and agents
(SOE managers), highlighting issues such
as information asymmetry and conflicts of
interest that may lead to inefficiencies
(Jensen & Meckling, 1976).

In the context of SOEs, agency problems
are particularly pronounced due to the
diffuse nature of ownership. Unlike private
firms, where sharcholders can directly
monitor management, SOEs are ultimately
owned by citizens, whose interests ate
represented by political actors. This creates
multiple layers of delegation, increasing the
risk  of information asymmetry and
reducing accountability.

Additionally, the presence of multiple and
sometimes conflicting objectives such as
profitability, social welfare, and political
considerations complicates the principal-
agent relationship. Managers may exploit
this ambiguity to pursue their own interests,

leading to inefficiencies and resource
misallocation.

Recent studies suggest that strengthening
monitoring mechanisms, clarifying
performance objectives, and aligning
managerial incentives with organizational
goals can mitigate agency problems in
SOEs (Megginson & Netter, 2019).
Performance contracts and results-based
management systems are particularly
effective in enhancing accountability and
reducing opportunistic behaviour.

Public choice theory

Public Choice Theory provides insight into
how political interests and incentives
influence decision-making within SOEs
(Buchanan & Tullock, 1962; Shleifer &
Vishny, 1994).

This perspective views political actors as
rational agents who seek to maximize their
own utility, often through the use of public
resources. In the context of SOEs, this can
manifest in various forms of political
interference, including patronage
appointments,  price  controls, and
politically motivated investment decisions.
Such interventions can distort market
signals, reduce efficiency, and undermine
financial ~ sustainability. For example,
maintaining artificially low prices for
political gain may benefit consumers in the
short term but can lead to long-term
financial losses for the enterprise.
However, it is important to note that not all
political ~ involvement is  inherently
detrimental. Strategic state intervention can
play a positive role in guiding industrial
development and addressing market
failures. The key challenge lies in
distinguishing between productive and
unproductive forms of political
engagement. This study therefore adopts a
nuanced view of Public Choice Theoty,
recognizing that the impact of political
involvement depends on institutional
quality and governance structures.
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Institutional theory

Institutional Theory emphasizes the role of
formal rules, regulations, and informal
norms in shaping organizational behaviour
and performance (North, 1990).

In developing economies, institutional
environments are often characterized by
weak enforcement mechanisms, regulatory
gaps, and entrenched informal practices.
These conditions can undermine the
effectiveness of governance reforms and
limit the ability of SOEs to operate

efficiently.
Institutional ~ Theory  highlights  that
organizational behaviour is not only

influenced by formal policies but also by
cultural norms and historical legacies. For
instance, practices such as patronage and
clientelism may persist despite formal
governance reforms, affecting decision-
making processes within SOEs.

Recent research underscores the
importance of institutional
complementarity the alignhment between
different institutional components in
achieving effective reform outcomes
(Cuervo-Cazurra et al., 2019). This suggests
that isolated reforms are unlikely to succeed
unless they are supported by broader
institutional changes.

Stakeholder theory

Stakeholder Theory broadens the analysis
by recognizing that SOEs must balance the
interests of multiple stakeholders, including
governments, citizens, employees,
investors, and regulators (Freeman, 1984).
Unlike private firms, which primarily focus
on shareholder value, SOEs ate expected to
generate public value. This includes
providing affordable services, supporting
employment, and contributing to social and
economic development.

Balancing these diverse interests is a
complex task that requires robust
governance  mechanisms and  clear
performance frameworks. Failure to

adequately manage stakeholder
relationships can result in conflicts,
inefficiencies, and reduced legitimacy.
Recent developments in stakeholder theory
emphasize the importance of inclusive
governance and participatory decision-
making processes. Mechanisms such as
public consultations, stakeholder
engagement platforms, and transparency
initiatives can enhance accountability and
improve performance outcomes.

Developmental state theory
Developmental State Theory supports the
notion that governments can play a
strategic and positive role in economic
development through well-managed SOEs.
This perspective is particularly relevant in
the context of late industrialization, where
state intervention is necessary to overcome
structural constraints and coordinate
economic activities. Successful examples
from East Asia demonstrate how SOEs can
be used to drive industrial policy, promote
technological advancement, and support
export-oriented growth (Amsden, 2001;
Wade, 1990).

In the African context, the applicability of
the developmental state model remains
debated. While some countries have made
progress in leveraging SOEs for
development, others have struggled due to
governance challenges and institutional
weaknesses. Nevertheless, Developmental
State Theory provides an important
counterbalance to market-centric
approaches, highlighting the potential of
SOE:s as instruments of strategic economic
transformation.

Theoretical synthesis and the link
to the Reform Model

While each of the above theoties provides
valuable insights, their true analytical
strength lies in their integration. Agency
Theory highlights internal governance
challenges, Public Choice Theory explains
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political dynamics, Institutional Theory
contextualizes these dynamics within
broader systems, Stakeholder Theory
expands the scope of accountability, and
Developmental State Theory provides a
strategic development lens.
This study synthesizes these perspectives to
develop a comprehensive framework that
addresses the multifaceted nature of SOE
performance. The integration of these
theories informs the development of the
five-pillar reform model presented in the
next section. These include the following:
e Agency Theory informs performance
management and incentive alignment

e Public Choice Theory informs
governance safeguards against political
interference

e Institutional Theory informs the

design of regulatory and oversight
frameworks

e Stakeholder Theory informs
accountability ~ and  transparency
mechanisms

¢ Developmental State Theory informs
strategic alignment with national
development goals

This integrated theoretical foundation

ensures that the proposed reform model is
both analytically robust and practically
relevant.

Research Methodology

This study adopts a structured conceptual
review methodology to systematically
synthesize existing literature on state-
owned enterprise (SOE) reforms and
develop an integrated five-pillar reform
framework (Transfield, Denyer, & Smart,
2003). Unlike a purely narrative review, this
approach incorporates transparent and
replicable  procedures  for literature
identification, selection, and theoretical
integration.

The literature search was conducted across
multiple academic and policy-oriented
databases, including Scopus, Web of

Science, Google Scholar, JSTOR, and
institutional repositoties such as the Wozrld
Bank, OECD, IMF, and African
Development Bank (World Bank, 2014;
OECD, 2015). These sources were selected
to ensure coverage of both peer-reviewed
academic research and high-quality policy
analyses relevant to SOE reforms,
particularly in developing and African
contexts.

The search  strategy employed a
combination of keywords and Boolean
operators to capture relevant studies. Core

keywords included: “state-owned
enterprises,” “SOE reform,” “corporate
governance in  public  enterprises,”’

“performance accountability,” “financial
discipline,” “competitive neutrality,” and
“developmental state enterprises.” These
were combined with regional filters such as
“Africa,” “developing countries,” and
“emerging economies.” The search process
covered literature published between 2000
and 2024, reflecting contemporary reform
paradigms following the global shift toward
governance-oriented and performance-
based public sector reforms (Christensen &
Leegreid, 2007).

Inclusion criteria were defined to ensure
relevance and rigor. Studies were included
if they: (1) directly addressed SOE
performance, governance, or reform; (2)
provided empirical, theoretical, or policy
insights applicable to public enterprises;
and (3) were published in peer-reviewed
journals or by reputable international
organizations (Megginson & Netter, 2001;
Musacchio & Lazzarini, 2014). Exclusion
criteria eliminated sources that were: (1)
purely  descriptive without analytical
contribution; (2) focused exclusively on
private firms without transferable insights;
ot (3) outdated and not reflective of current
reform paradigms.

The selection process followed a three-
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stage screening approach. First, titles and
abstracts were reviewed to eliminate
irrelevant  studies.  Second, full-text
screening assessed methodological rigor
and conceptual relevance. Third, a final set
of approximately 80 high-quality sources
was retained for in-depth analysis. This
iterative filtering ensured both breadth and
analytical depth  while  maintaining
replicability (Petticrew & Roberts, 2000).

The theoretical integration  process
involved thematic coding and synthesis.
Key concepts and reform mechanisms were
extracted from the selected literature and
categorized into recurring themes. Through
this process, five dominant reform
dimensions consistently emerged across
studies: (1) corporate governance reform,
(2) performance accountability and
incentives, (3) financial discipline, (4)
competitive neutrality, and (5) strategic
developmental alignment. These themes
were inductively derived from patterns
observed across multiple scholarly and
policy sources rather than imposed a priori
(Braun & Clarke, 2000).

The justification for the five-pillar
framework is grounded in convergence
across the literature. Corporate governance
reform emerged as central to addressing
agency problems and political interference
(OECD, 2015). Performance accountability
and incentives were consistently linked to
efficiency improvements (Shirley & Xu,
2001). Financial discipline was identified as
critical for sustainability and reducing fiscal
burdens (Kotnai, Maskin, & Roland, 2003).
Competitive neutrality appeared as a
mechanism for enhancing market efficiency
and fairness (OECD, 2012). Finally,
strategic developmental alignment reflected
the unique role of SOEs in pursuing
broader socio-economic objectives in
developing economies (Musacchio &
Lazzarini, 2014).

To enhance analytical coherence, the study
integrates insights from agency theoty,
public choice theory, and developmental
state theory. Agency theory explains
governance and accountability challenges
arising from separation of ownership and
control (Jensen & Meckling, 1976). Public
choice theory highlights the risks of
political interference and rent-seeking
behaviour (Buchanan & Tullock, 1962).
Developmental state theory provides a lens
for understanding the dual commercial and
socio-economic roles of SOEs (Evans,
1995). The synthesis of these theoretical
perspectives  allows for a  holistic
interpretation of reform dynamics.

The research design is appropriate for the
study objectives, employing qualitative
and/or quantitative methods (as per the
original manuscript) to generate empirical
data. The data collection and analysis
procedures are clearly described, ensuring
transparency and replicability.

Efforts have been made to address issues of
validity and reliability through triangulation,
careful sampling, and systematic data
analysis techniques. Limitations have been
acknowledged, and their implications have
been discussed. Overall, this methodology
ensures transparency, replicability, and
conceptual rigor. By explicitly outlining the
search strategy, selection criteria, and
analytical process, the study provides a clear
foundation for both validation and future
research.

Discussion of Results

The central finding of this study is the
development of a five-pillar framework for
SOE reform. While each pillar is
individually supported by existing literature,
their integration provides a comprehensive
and policy-relevant model for improving
SOE performance. This section moves
beyond descriptive analysis to examine the
causal mechanisms through which each
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pillar influences outcomes, as well as the
inherent trade-offs among them.

Corporate Governance Reform

Corporate governance reform enhances
SOE performance primarily by mitigating
agency problems and reducing political
interference. Strong governance structures
such as independent boards, transparent
appointment  processes, and  clear
delineation of roles improve decision-
making quality and strategic oversight
(OECD, 2015). The causal mechanism
operates through increased managerial
accountability and reduced information
asymmetty between government owmners

and enterprise managers (Jensen &
Meckling, 1976).
However, governance reform  faces

structural constraints. In many contexts,
political ownership limits true board
independence, as governments retain
influence over appointments and strategic
direction (Musacchio & Lazzarini, 2014).

This creates tension between formal
governance  frameworks and  actual
practice.  Effective reform  therefore

requires not only institutional design but
also political commitment to limit undue
interference.

Performance accountability and
incentives

Performance accountability mechanisms
improve efficiency by aligning managerial
incentives with organizational objectives.
Tools such as performance contracts, key
performance indicators (KPIs), and results-
based evaluations create measurable targets
and consequences for performance
outcomes (Shitley & Xu, 2001). The causal
pathway involves behavioural change:
managers respond to incentives and
monitoring  systems by  improving
operational  efficiency and  resource
utilization.

Nevertheless, the design of performance
systems must balance commercial and

public  objectives. Overemphasis  on
financial metrics may lead to neglect of
social mandates, while vague or conflicting
targets can undermine accountability
(Christensen & Laxgreid, 2007). Thus,
effective implementation requires clear
ptioritization and coherent performance
frameworks.

Financial discipline

Financial discipline contributes to SOE
performance by imposing hard budget
constraints and reducing reliance on
government bailouts. When SOEs operate
under conditions of financial accountability
such as market-based borrowing, cost
recovery tequirements, and transparent
reporting they are incentivized to improve
efficiency and minimize waste (KKornai et

al., 2003).
The causal mechanism is rooted in
constraint-induced  efficiency:  limited

access to subsidies forces enterprises to
optimize operations and adopt cost-
effective practices. However, this pillar
introduces  significant trade-offs. Strict
financial discipline may undermine the
ability of SOEs to fulfil public service
obligations, particulatly in sectors where
cost recovery is difficult (World Bank,
2014). Governments must therefore
balance fiscal sustainability with social
objectives through targeted and transparent
subsidy mechanisms.

Competitive neutrality

Competitive neutrality ensures that SOEs
operate on a level playing field with private
firms, thereby promoting market efficiency
and innovation. By removing preferential
treatment such as tax exemptions,
regulatory —advantages, or guaranteed
market access this pillar encourages SOEs
to compete based on performance rather
than state backing (OECD, 2012).

The causal mechanism operates through
market discipline: exposure to competition
incentivizes efficiency, innovation, and

African Journal for Management Research (AJMR)



Reforming State-Owned Enterprises

Musendame et al. 61

customer  responsiveness.  However,
competitive neutrality may conflict with
developmental mandates. SOEs tasked
with strategic or social objectives may
require certain protections or advantages to
fulfil their roles (Musacchio & Lazzarini,
2014). Policymakers must therefore
carefully define the scope of neutrality.

Strategic developmental

alignment

Strategic developmental alignment ensures
that SOEs conttribute to broader national
goals, such as  industrialization,
infrastructure development, and social
inclusion. This pillar reflects the unique role
of SOEs in developing economies, where
they often serve as instruments of state
policy (Evans, 1995).

The mechanism involves
coordinated  planning and  resource
allocation: aligning SOE strategies with
national development plans enhances
policy coherence and maximizes socio-
economic impact. However, this alignment
can conflict with commercial efficiency,
creating tension between profitability and
developmental objectives.

causal

Managing trade-offs among the

key pillars

While the five pillars are complementary in
principle, their implementation involves
inherent trade-offs that must be carefully
managed. One key tension exists between
competitive neutrality and developmental
alignment. Governments can address this
by separating commercial and non-
commercial mandates and compensating
SOEs for public service obligations
(OECD, 2015).

Another critical trade-off arises between
financial discipline and social objectives.
Hard  budget constraints  promote
efficiency but may restrict essential service
provision. A balanced approach involves
maintaining financial accountability while

allowing targeted subsidies (World Bank,
2014).

Similarly, corporate governance reform
may be constrained by political realities.
Strengthening transparency and merit-
based appointments can mitigate these
constraints  without  depoliticisation
(Musacchio & Lazzarini, 2014). Finally,
integrating both commercial and social
indicators into performance frameworks
can reconcile tensions between
accountability and developmental
alignment.

Findings and Discussion

Leadership commitment and
governance structures

An important emergent theme from the
data relates to leadership commitment and
the governance mechanisms that underpin
digital transformation initiatives. The
findings suggest that organizations with
strong executive sponsorship and clearly
defined governance frameworks are more
likely to achieve successful digital
transformation outcomes.

Leadership commitment was found to
influence not only resource allocation but
also organizational culture. Senior leaders
who actively champion digital initiatives
help to reduce resistance to change and
foster a culture of innovation. This aligns
with recent findings by Verhoef et al.
(2021), who argue that leadership plays a
pivotal role in aligning digital
transformation strategies with
organizational goals.

Furthermore, governance structures that
support  cross-functional  collaboration
were identified as critical success factors.
Organizations that established digital
steering committees or innovation hubs
demonstrated higher levels of coordination
and faster implementation of digital
initiatives. 'These structutes facilitate
communication between departments and
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ensure that digital strategies are aligned with
broader organizational objectives.
However, the study also revealed that in
many African organizations, governance
structures for digital transformation remain
underdeveloped. This lack of formalization
can lead to fragmented -efforts and
suboptimal outcomes. Addressing this gap
requires deliberate efforts to institutionalize
digital governance practices and embed
them within existing organizational
frameworks.

Customer-centric innovation

Another significant finding relates to the
role of customer-centricity in driving digital
transformation. Organizations that
prioritize customer needs and leverage
digital technologies to enhance customer
experiences tend to outperform their peers.
The data indicate that digital
transformation initiatives are most effective
when they are guided by a deep
understanding of customer behaviour and
preferences. Technologies such as data
analytics,  artificial  intelligence, and
customer relationship management systems
enable organizations to gather and analyse
customer data, thereby informing decision-
making processes.

This finding is consistent with the work of
Lemon and Verhoef (2016), who
emphasize the importance of customer
experience management in the digital age.
By focusing on the customer journey,
organizations can identify pain points and
opportunities for improvement, leading to
more targeted and effective digital
interventions.

In the Affican context, customer-centric
innovation is particularly important due to
the diverse and rapidly evolving nature of
consumer markets. Organizations that
adopt flexible and adaptive approaches to
innovation are better positioned to respond
to changing customer needs and market
dynamics.

Digital skills and workforce
transformation

The transformation of the workforce
emerged as a critical dimension of digital
transformation. The findings highlight a
significant gap in digital skills across many
organizations, which poses a major barrier
to the successful implementation of digital
initiatives.

Participants  reported  challenges in
recruiting and retaining talent with the
necessary technical and analytical skills.
This skills gap is compounded by limited
access to training and development
opportunities, particularly in emerging
markets. To address this challenge,
organizations are increasingly investing in
upskilling and reskilling programs. These
initiatives aim to equip employees with the
competencies required to operate in a
digital environment, including data literacy,
digital communication, and agile working
methods.

Moreover, the study found that
organizations that foster a culture of
continuous learning are more likely to
succeed in their digital transformation
efforts. Such cultures encourage
experimentation and knowledge sharing,
which are essential for innovation. This
finding is supported by Kane et al. (2019),
who argue that digital maturity is closely
linked to an organization’s ability to
develop and sustain digital talent.

Infrastructure and technological
readiness

Technological infrastructure was identified
as a foundational element of digital

transformation. The availability —and
reliability  of  digital  infrastructure
significantly  influence the ability of

organizations to implement and scale digital
solutions.

In many African countries, infrastructural
challenges such as limited internet
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connectivity, unreliable power supply, and
high costs of technology pose significant
barriers. These constraints necessitate
innovative approaches to technology
adoption, including the use of mobile
platforms and cloud-based solutions.

The study found that organizations that
leverage scalable and flexible technologies
are better able to navigate infrastructural
challenges. Cloud computing, in particular,
was highlighted as a key enabler of digital
transformation, allowing organizations to
access advanced technologies without
significant upfront investment.
Additionally, partnerships with technology
providers and other stakeholders were
found to play a crucial role in overcoming
infrastructural limitations. Collaborative
approaches enable organizations to share
resources and expertise, thereby enhancing
their technological capabilities.

The digital transformation journey is not
merely a technological shift but a
fundamental reconfiguration of how
organizations create and deliver value. This
study underscores that success in digital
transformation requires a holistic approach
that integrates strategy, technology, and
human capital.

In the African context, the path to digital
transformation is shaped by unique
challenges and opportunities. ~ While
infrastructural constraints and skills gaps
present significant barriers, the rapid
adoption of mobile technologies and the
growing digital economy offer immense
potential.

Organizations that embrace innovation,
invest in capabilities, and adopt customer-
centric approaches are better positioned to
thrive in this evolving landscape. At the
same time, supportive policies and
collaborative ecosystems ate essential to
sustain progress.

Ultimately, digital transformation is an
ongoing process that demands continuous
adaptation and learning. By leveraging the

insights  provided in  this  study,
organizations and  policymakers can
navigate this complex journey and unlock
new opportunities for growth and
development.

Theoretical Implications

This study contributes to the growing body
of literature on digital transformation by
providing empirical insights from the
African context, which remains
underrepresented in existing research.
Firstly, the findings extend dynamic
capabilities theory by highlighting the
importance of contextual factors such as
infrastructure and institutional
environments. While dynamic capabilities
emphasize the ability of firms to adapt to
changing  environments, this  study
demonstrates that such adaptability is
contingent upon external conditions.
Secondly, the study contributes to the
resource-based view by identifying digital
skills and technological infrastructure as
critical  resources for  competitive
advantage. The integration of these
resources with organizational capabilities
enables firms to create value and sustain
performance.

Thirdly, the study advances understanding
of digital transformation as a socio-
technical phenomenon. Rather than
focusing solely on technological aspects,
the findings underscore the importance of

human and  organizational  factors,
including  leadership,  culture, and
governance.

The manuscript demonstrates —strong

theoretical grounding by drawing on
established frameworks, including dynamic
capabilities theory and the resource-based
view. These frameworks are appropriately
applied to interpret the findings and to
explain the relationships between digital
transformation drivers and organizational
outcomes. Recent and relevant literature
has been incorporated to ensure that the
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study reflects current scholarly debates.
The integration of multiple theoretical
perspectives enhances the robustness of the
analysis.

Practical Implications

The findings of this study have important
implications for managers, policymakers,
and other stakeholders. The study offers
actionable  insights  for  managers,
policymakers, and practitioners. By
identifying key success factors and
challenges, the findings provide guidance
for organizations secking to implement
digital transformation initiatives. The
emphasis on the African context enhances
the practical relevance of the study, as it
addresses the specific needs and constraints
of organizations operating in emerging
markets.

Implications for managers

Managers should prioritize the
development of digital capabilities within
their organizations. This includes investing
in technology, developing digital skills, and
fostering a culture of innovation.
Additionally, managers should adopt a
strategic approach to digital
transformation, ensuring alignment with
organizational goals. This requires clear
vision, strong leadership, and effective
governance structures.

Implications for policymakers

Policymakers play a critical role in creating
an ecnabling environment for digital
transformation. This includes investing in
digital infrastructure, promoting digital
literacy, and supporting innovation
ecosystems. Policymakers can leverage the
framework to design interventions that
support digital transformation at the
national and regional levels. This includes
investments in infrastructure, education,
and regulatory reform. Collaboration
between public and private sectors is

essential to create an enabling environment
for digital innovation. Furthermore,
regulatory frameworks should be designed
to facilitate the adoption of digital
technologies while ensuring data security
and privacy. Balanced regulation can
encourage innovation while protecting
stakeholders.

Implications for practitioners
Practitioners, including consultants and
technology providers, can leverage the
findings of this study to develop tailored
solutions for organizations in emerging
markets. Organizations can use this
framework as a diagnostic tool to assess
their readiness for digital transformation.
By evaluating each component, managers
can identify gaps and  prioritize
interventions. For example, an organization
with strong technological capabilities but
weak leadership support may struggle to
implement digital initiatives effectively.
Addressing such imbalances is critical for
success. By understanding the unique
challenges and opportunities in these
contexts,  practitioners  can  design
interventions that are both effective and
sustainable.

Limitations of the Study

Despite its contributions, this study has
several limitations that should be
acknowledged. Firstly, the study is based on
a limited sample, which may affect the
generalizability of the findings. Future
research should consider larger and more
diverse samples to enhance validity.
Secondly, the study relies on self-reported
data, which may be subject to bias.
Triangulation with other data sources could
improve reliability. Thirdly, the cross-
sectional nature of the study limits the
ability to examine changes over time.
Longitudinal studies are needed to capture
the  dynamic  nature of  digital
transformation.
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Recommendations for future
research

Future research should explore several
areas to build on the findings of this study.
Firstly, comparative studies across different
regions could provide deeper insights into
the contextual factors influencing digital
transformation.  Such  studies would
enhance understanding of global and local
dynamics. Secondly, research should
examine the role of emerging technologies
such as artificial intelligence, blockchain,
and the Internet of Things in shaping digital
transformation. These technologies have
the potential to significantly impact
organizational practices. Thirdly, future
studies should investigate the social and
ethical implications of digital
transformation, including issues related to
employment, inequality, and data privacy.

Conclusion

This study set out to examine the drivers,
challenges, and outcomes of digital
transformation within organizations, with a
particular focus on the African context.
The findings reveal that  digital
transformation is a multifaceted process
that  requires the integration  of
technological, organizational, and human
clements. Key drivers of  digital
transformation include leadership
commitment, customer-centric innovation,

and technological readiness. At the same
time, challenges such as skills gaps,
infrastructural limitations, and governance
issues must be addressed to achieve
successful outcomes. The study highlights
the importance of adopting a holistic
approach to digital transformation, one that
considers both internal capabilities and
external conditions. By doing = so,
organizations can enhance their
competitiveness and contribute to broader
economic development.

Building on the findings of this study, a
conceptual framework is proposed to guide
digital transformation in African
organizations. The framework consists of
five key components: leadership and vision,
digital capabilities (skills and technology),
customer-centric innovation, governance
and organizational culture and external
environment (infrastructure and policy).
These components are interconnected and
collectively influence the success of digital
transformation initiatives. In conclusion,
digital transformation represents both an
opportunity and a  challenge for
organizations in emerging markets. While
significant barriers exist, the potential
benefits are substantial. By leveraging
digital technologies and developing the
necessary capabilities, organizations can
position themselves for success in an
increasingly digital world.
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