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CHAPTER ONE: INTRODUCTION

1.1 Background of the Study

The challenges and problems associated with théeimgntation and adoption of
information and communication technology systemsvehded scholars and
practitioners to seek to understand and managprteesses and phenomena related
to the topic, spawning an extensive literature loa field (Korpelainen, 2011). The
relationship between investment in information temlbgy and its effect on
organizational performance continues to intereatlamics and practitionefBevaraj

& Kohli, 2003). Organizations view investments ifdrmation technology as a way
to combat competition by improving productivity, ofitability, and quality of
operationgDevaraj& Kohli, 2003).

Devaraj& Kohli, (2003) asserts that, with increased inwsstts in technology comes
the responsibility to provide economic justificatidDevaraj& Kohli, (2003) posits
that today, more than ever, information technology cexiees encounter the
justification issue due to senior managemensgistence that the investment be
properly utilized. In recent years, a surge in tlbenber of studies that examine the

information technology payoff is a testimony tcstichallenge.

Kenya Women Finance Trust Microfinance Bank is an@n-serving deposit taking
microfinance institution which requires keepingwiph current developments aimed
at improving quality service delivery. The targetanket of the institution is

particularly sensitive to effective and quality\see.

1.1.1 Information and Communication Technology

Information and communication technology systenesveidely used in organizations.
Their use has many favourable consequences, betaegesupport interaction and
collaboration, workplace learning (Andriessen, 200and work performance
(Korpelainen, 2011). Several studies demonstratet thnformation and
communication technology investments are benefidat performance and
productivity (e.g., DeSanctis, 1986; Lafleur andirda 11, 2008). However, the

implementation of an information and communicati@chnology system always
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entails both organizational and individual changes therefore user adoption and
establishing the use of information and communicatiechnology systems have

proven challenging in organizations (Korpelainedil D).

Organizations view investments in information amsneunication technology as a
way to combat competition by improving productivifyrofitability, and quality of

operations (Kohli & Devaraj, 2003). With increasadestments in technology comes
the responsibility to provide economic justificatio Kohli & Devaraj (2003) assert
that today, more than ever, information technologxecutives encounter the
justification issue due to senior management'ssiesce that the investment be

properly utilized.

1.1.2 Human Capital Management

Human capital management is a link between workf@ied organizational planning
(Siddiqui, 2012). Fitz-Enz (2000) defines humanitzs traits one brings to the job:
intelligence, fulfilling work energy, positive dtide, reliability and commitment,

ability to learn, imagination, and creativity. THatter definition brings more factors
into equation-commitment, attitude, reliability, dammagination. These factors are
critical to success in today's environment. Aad Lei (2007) suggest that
investments are especially focused on training eygas' on specialized skills and
avoiding these to be used by other companies. Hurapital referred to in this theory

must possess the dual properties of asset of $igedizkills and non-transferability.

Human capital has long been argued as a critisaluree in most firms (Clarke, Seng,
and Whiting, 2010). Clarke et al. suggests that dmroapital attributes (including
education, experience, and skills) and, in parmicuithe characteristics of top
management affect firm outcomes. Siegel & Shra@®0T) suggest that human
capital is likely to be particularly important irhé context of technological
entrepreneurship. A significant percentage of tldue of technology-based new
ventures is likely to be determined by the quabfythe company's employees,
especially the top management team. Furthermageareh has shown that employees
with more human capital (i.e., more education axgegence) help firms implement

new technologies more effectively (Siegel & Shra@@07).
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1.1.3 Use of Information and Communication Technolgy in Human Capital
Management

DeSanctis, (1986) posits that the key issue imthaagement of information systems
in the 1980s and 1990s was the growing sophisticadif specialized information
systems within the traditional functional areas tbé organization. The human
resource information system is one such systemgtwim recent years has become
critical to the operation of the personnel deparis®f large companies (DeSanctis,
1986). Information systems in personnel have ewbivem the automated employee
record keeping of the 1960s and 1970s into comperrting and decision systems
today (Lafleur and Haines lll, 2008). Although thesystems may rely on centralized
hardware resources for their operation, they irsinegy are being managed,
supported, and maintained by a small group of médfon technology specialists who
reside within the personnel department and opeimat@any ways, as a microcosmic
MIS area (DeSanctis, 1986). The human resourcenv#ton system is designed to
support the planning, administration, decision-mgkand control activities of human
capital management. Applications such as employelectson and placement,
payroll, pension and benefits management, intaick training projections, career-
pathing, equity monitoring, and productivity evation are supported by this

information system (Lafleur and Haines 11, 2008).

The human capital management function is undergaistartling transformation due
to the availability of information technology taetmline and improve the efficiency
of administration and core services. This studydfoge, posits that the driver of
information technology impact in human resourceadtgpent is not the investment in

the technology, but the actual usage of the tecigyol

1.2 Kenya Women Finance Trust Microfinance Bank

Kenya Women Finance Trust Microfinance Bank is anen-serving deposit taking
microfinance institution established in 1981. Ilteogtes in rural, remote and peri-
urban areas where women are the majority and dtgnieuis the main economic
activity. It has a decentralized structure withemsive countrywide network with over
2,000 staff, serving over 590,000 clients througb affices. The Microfinance Bank
disburses an average of KShs 1.5 billion monthlg has a Loan Book of KShs 14

3



billion and Deposit Book of KShs 10.5 billion as &ecember, 2013. The
Microfinance bank commands sixty per cent markeirshas at December, 2013

making it the largest institution in this sector.

1.3 Research Problem

Despite rigorous efforts for the implementation aambption of information and

communication technology systems and leverage ihuman capital management,
most banks do not link this exercise to organizagierformance (Korpelainen, 2011).
It is widely believed that information and commuation technology enables

organizations to decrease costs and increase tiipaband thus enables to shape
inter-organizational coordination. In many casease do the nature of the research
design employed, this stream of research has beablaito identify the impact of

individual technologies on organizational performaKorpelainen, 2011).

Kenya Women Finance Trust Microfinance Bank is entlly facing stiff competition

from non- traditional competitors such as the, Bgwi and Credit Cooperative
Organizations (SACCOs), mainstream commercial bankd non- bank financial

institutions such as Safaricom and Celtel in teohgroducts and services offered
(Gitonga, 2012). Increased volatility of the busimenvironment makes systematic
talent management more difficult. Rapid change iregthuman capital strategies that
are flexible and creative yet in the vast maof companies, human capital
strategies are calendar-driven rituals whiclsua®e that the future will be more
or less like the present (Anderson, 2011). Gitlee central function of human
capital function as a protector and developer ohém assets and intellectual capital,
its transformation from an administrative paperdimg entity into a value- adding

contributor is critically important (Lafleur and has 111, 2008).

Although information technology is often consideeedriver of change within human
capital, few studies have addressed the assoalietween information technology
and human capital roles effectiveness (Lafleur &faines Ill, 2008). This is
surprising given the flow of research showing pesitimpacts of human capital
practices on firm performance (Grant, 1991, Winkeng, Russell, Harmon, and
Fairfield, 2007, and Pace, 2012). A recent stogy afleur and Haines l1ll, 2008

4



found that the more detailed the level of analyfis; better the chance to detect the
impact, if any of a given technology. This underssothe need to further investigate
the information technology- performance relatiopsht a more detailed level of
analysis in one administrative unit- the human tépinit. Numerous studies have
attempted to establish the relationship betweeormmétion technology and firm
performance. While some, have demonstrated a plgff from use of information
technology and firm performance (DeSanctis, 198&fldur and Haines Ill, 2008)
others have demonstrated no relationship (Devaraj, Kohli, 2003). The studies
available on information technology and performametationship in the human
capital are those of Lafleur and Haines Il (20G8)d DeSanctis (1986). Lafleur and
Haines lll, (2008) was based on establishing tfarmation technology -performance
relationship in the human capital function in larGanadian corporations while,
DeSanctis, (1986) traces the development of hureaaurce information system as
an entity independent of centralized managemertrnmdtion system, assesses its
current operation and technological base, and dersiits future role in the firm,
especially its relationship to the centralized nggmaent information system function
from 171 United States corporations. However, thiigdy shifted its focus on
variables, and industry. Furthermore, these studiesye done in different
environments from Kenya and thus the results cabeajeneralized to Kenya thus a
knowledge gap. This study therefore, also attemjmtedidress that gap

Given the mixed findings and different focus one thelationship between
information-technology supported organization fims and performance, there was
need for further research to conclusively deterntime link between information
technology- performance relationships at a morailéet level of analysis. This study
therefore, attempted to investigate the influerfdeformation technology penetration
on the roles and the effectiveness of human cafitattion at Kenya Women
Microfinance Bank. The study was therefore, annapteto answer the question: How
does information and communication technology usadkience human capital

management effectiveness in Kenya Women Microfiadrank?



1.4 Objective of the Study
To determine the extent of usage of information aachmunication technology in

human capital management in Kenya Women Microfied®ank

1.5 Value of the Study

This study will be of value to the following parie

The strategic leaders who have the overall respoiigis for firms and whose

decisions affect organization outcomes will finé tecommendations of this study
useful in determining the level of investments ifiormation technology in human
capital department in their respective firms andcoming up with appropriate

information technology policy framework in theiispective organizations.

The study findings will also assist the regulatamthorities in the formulation of
banking sectors’ policies. For instance, if ham@source management information
system promotes a bank's better internal atetreal reporting, then they would

encourage its adoption in the banking industry.

The research and academic community could useitisins of this study as a
stepping stone for further studies on informatiod @ommunication technology in

enhancing human capital department effectiveness.



CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction
The chapter covers theoretical foundation of theidywt information and

communication technology, human capital and hunagoital management.

2.2. Theoretical Foundation of the Study

2.2.1 Resource Based Theory

Introduced by Penrose (1959) the resource-based weimphasizes limiting the
behavior of rivals by suggesting that firms acquiredevelop unique, valuable, and
rare resources that are difficult for rivals to lregte (Derfus, Maggitti, Grimm,&
Smith, 2008). Resources confer enduring compet#oaantage to a firm to the extent
that they remain scarce or hard to duplicate, havalirect substitutes and enable
companies to pursue opportunities (Barney, 199hg fesource-based view posits
that human and organizational resources, more pigsical, technical or financial
resources, can provide a firm with sustained coitipetadvantage because they are
particularly difficult to emulate (Johnson & Ricka2001).

The resource-based view of the firm theory advacdat core skills central to a
company's competitive advantages must be acquirech finternal development
within the company itself and that general techgglacan be acquired from
outsourcing (Lei & Jia, 2007). The core skills armracterized by properties such as
value, rareness, not being imitable and immob(lityi & Jia, 2007). Talents capable
of core skills are the human capital deserving néitte and investments from
companies. Resource-based view transpires thaniaejeonal personnel's are the
most worthwhile asset of an organization and litasd for the competitors to replicate
such human resource (Siddiqui, 2012). He positshthanan capital consists of scarce
and worthwhile resource that will lead the orgatimato achieve the competitive

edge.

Johnson and Richard (2001) state that a strategfroach to human capital
management seeks to provide competitive advantemgectively through its human

resources. Resources confirm enduring competitiv@mtage to a firm to the extent
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that they remain scarce or hard to duplicate, havelirect substitutes and enable
companies to pursue opportunities (Johnson & Re&h2001). The resource-based
view posits that human and organizational resourmese than physical, technical or
financial resources, can provide a firm with susdi competitive advantage because
they are particularly difficult to emulate (Johnsand Richard, 2001). They assert
that, consequently, human resource managementdsiarally work to enhance the
firm’s competitive position by creating superiormman capital skills, experience and

knowledge that contribute to firm economic value.

Mutuku (2012) noted that in order for human capttalcontribute to sustainable
competitive advantage, it must create value, rerhand to imitate, and appear rare.
The resource based view's underlying premise i$ fines differ in fundamental
ways because each firm possesses a “unique” burfdiesources-tangible and
intangible assets and organizational capabilibemake use of those assets. Each firm
develops competencies from these resources, and déneloped especially well,
these become the source of the firm’s competitiveantage; (Pearce & Robinson,
2007).

Although the process of using capabilities and weses for strategic purposes can
create a short-term competitive advantage, a maseiad element to sustainable
advantages is the match between internal capabiliind external changing
circumstances (Hart, 1995). Hart (1995) argues it organizations become
committed to existing competency bases, they negltup in a state of isomorphism
in which the ability to adapt to changing exteraatumstances is nil. Therefore, the
competencies once being an advantage are now szhdadrsolete and are of no
strategic importance to a firm. Hart argues thahdi will face increasing strategic

disadvantages if not matching their resource-basetive growing importance of the

natural environment: Strategists and organizatitimabrists must begin to grasp how
environmentally oriented resources and capabilites yield sustainable sources of

competitive advantage (Hart, 1995).



McWilliams, van, Fleet & Cory, (2002) posits thasource based view also contains
some political and integrative elements, especialth regard to the acquisition and
implementation of non-substitutable resources. Ngnafirm can execute political
strategies to raise the production costs of corngrstiby means of which resource
supply is restricted. These strategies come inetlmain forms: monopolizing the
resource through which supply to competitors iselbrdifferentiation through which
a firm gains a unique reputation, and the use ef ghlitical process to influence
legislation that restricts the use of the resolngeompetitors. Especially the latter
strategy focuses on the power businesses might imageciety, as the interaction
between governmental action and business practiassbecome more intertwined
over the last years. This interaction influences namber and the extent of various
levels of regulation. Through this influential pess, firms do realize the pressures
from society they need to adhere to, but at theesime also focus on the power

position they have within their competitive fiel¢Williams et al., 2002).

Siddiqui (2012) posits that overall; the resourasdal view theory of the firm is often
regarded as a plausible theory for a broad vawétpusiness activities. From the
resource based view/ theory, human capital canesass a catalyst for change,
providing a critical missing link for creating asdstaining a competitive advantage
for organizations operating in an increasingly cetitjve, knowledge intensive,
global economy. The value obtainable from large beinof diverse employees who
work together is quite high, and therefore giver tmix it is impossible for
competitors to imitate. In the context of this thegat is evident that the resources that
a firm has will play a big role in the strategicpglementation process. The key to
resource based approach to strategic planning derstanding, the relationships
between resources, capabilities, and competitivarstdge. This is because no matter
how good the strategies are, without the necessaspurces to enable the
implementation, they remain in the planning phaSieldiqui, 2012). Therefore, an
organization with a diversity of well talented humaapital should be more

competitive.



Labour was a necessary component, but increastt® imalue of the business came
from investment in capital equipment (Kern, 200®odern economists seem to
concur that education and health care are the &eamproving human capital and

ultimately increasing the economic outputs of thdan. Human capital development
theory concludes that investment in human capitdll lead to greater economic

outputs (Kern, 2009). Siddiqui (2012) posits thet basic feature of human capital is
how the organization treats its employees as th& naduable resource. Furthermore

by utilizing the workforce efficiently the organizan can attain the competitive edge

2.2.2 Knowledge Based View

According to Curado (2006) the economic change afemmal-based production to

information-based production created a revaluatibthe firm workers. Increasingly

we find knowledge workers at the core of the orgatdn functions: concept and
technology designers, as well as finance and mameagepeople. Other individuals
are considered to be in the firm’'s periphery, asoasequence their responsibilities
change permanently and they are defined by thes tdsky perform at the moment.

This way, a new differentiation in labour arisesi(&lo, 2006).

The knowledge based view of the firm defines knalgke as the resource with the
highest strategic value that can be generatedjradgand applied within and between
firms (Power and Singh, 2004). This perspectivédsubn the Resource Based View
(Barney, 1991; Penrose, 1959) by suggesting thawladge promotes competitive
advantage because knowledge resources have chietézteconsistent with either; a
developing capabilities that are rare, valuableperfectly imitable and non-

substitutable (Power and Singh, 2004). Power amnuglSi(2004) asserts that
knowledge based view of the firm also supportstihiéding of competencies through
improving absorptive capacity. As firms’ employeage involved in accessing

knowledge through boundary spanning activitiesenéempirical studies have shown

the capacity for organizational learning is incesh@ower and Singh, 2004).
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Knowledge theories of the firm invariably startrfrache premise that knowledge is
the most important strategic asset that a firm ¢ggs=s (Lewin and Phela, 1999).
Lewin and Phela, (1999) found that all human prdigitg is knowledge dependent,
and all machines are simply embodiments of knowdedihe literature, however,
makes a strong distinction between explicit knowkth the public domain and tacit
knowledge. Tacit knowledge cannot be easily codifend can only be learned
through observation and practice ( Lewin and PhE®®9). Riding a bicycle is an
oft-quoted example of tacit knowledge. Tacit knadge is a valuable resource
because it cannot be directly appropriated andnati® at imitation will be costly in
terms of time (even assuming an instructor carobed). Explicit knowledge, on the
other hand, is extremely easy to transfer and aotsrprotecting knowledge are
difficult to enforce (Lewin and Phela, 1999).

Recognition that the major source of knowledgehe expertise and know-how
of employees has directed attention to humesource planning and appraisal.
For example, ‘competency modelling’ is used identify the knowledge

requirements of different occupations and gumgpraisal and training (Grant,
1997). The dilemma for the firm is that, whélestaining a competitive advantage
requires barriers to knowledge replication byuld-be imitators, to effectively

exploit knowledge requires that the firm dapable of ‘replicating it internally’.

The success of Marks & Spencer, McDonalds Restts; Toyota and Nucor is
based, first, upon their initial identificatioof a better way of doing business
and, second, upon the systematization andicagioin of these business models
(Grant, 1997). The knowledge-based view canp hels unravel the process
through which capabilities can be systematizedl, hence, internally replicated
(Grant, 1997). Knowledge as primary production tdiels with the individual

employees. The firm as vessel to gather specials$s knowledge-integrating
institution has the biggest role to play. Spedatisordination therefore, becomes

crucial.
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2.3 Information and Communication Technology

Zhang, (2007) posits that technology is an objecthe environment that people
interact with. He asserts that information and oamication technologies are
artefacts. As a human-made thing, information aachraunication technology is,

ideally, purposely envisioned to fulfil human neestsd to support human values.
Creation and design should then be guided by saderstanding. Information and

communication technology eventually should be usedts intended purpose. Such
use should be within a certain context, and shoafig¢ct humans and their

surroundings. However, whether this use and impedth the envisioned needs and

values is a question to be studied (Zhang, 2007).

Organizations view investments in information tedogy as a way to combat
competition by improving productivity, profitabiit and quality of operations (Kohli
& Devaraj, 2003). With increased investments irhtetogy comes the responsibility
to provide economic justification. Kohli & Devaré2003) assert that today, more
than ever, information technology executives entauthe justification issue due to
senior management's insistence that the investinenproperly utilized. The last
decade has witnessed an unparalleled growth irsimant in information technology
applications. The mainstream academic literatue d@cumented numerous studies
that examine the relationship between investmentsdhnology and payoffs realized
in terms of enhanced organizational performancehliKand Devaraj 2003). It is
evident that there are significant differences agnstudies in terms of the level of

analyses, methodologies employed, variables, anttkts examined.

A key issue in the management of information systemthe 1980s was the growing
sophistication of specialized information systemishiw the traditional functional
areas of the organization. The human resourcenrgtion system is one such system,
which in recent years has become critical to theragon of the personnel
departments of large companies (DeSanctis, 1986%aDctis, (1986) asserts that
information systems in personnel have evolved ftbenautomated employee record-
keeping of the 1960s into complex reporting andgies systems today. The human
resource information system is designed to suppwt planning, administration,

decision-making, and control activities of humasources management. Applications
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such as employee selection and placement, pagssikion and benefits management,
intake and training projections, career pathinglitgg monitoring, and productivity
evaluation are supported by this informatiorntesys(DeSanctis, 1986).

According to DeSanctis, (1986) forces creating sues for a specialized information
system within personnel today include: increasefizational size and complexity,
continued physical dispersion of firms across gaplical areas, government
regulation and reporting requirements for employaasd the overall increase in white
collar-work which demand a greater variety of skfibr any given job. As in other

functional areas, the development of human resounfoemation system as a unit
separate from management information system has Ibesde possible by the

availability of advanced mainframe software tecbgyl (such as packaged
applications, database management systems, qusisnsy, and report generators),
the development of fourth generation languages mimocomputer systems, and
ever-increasing sophistication with regard to cotimguon the part of functional area
staff (DeSanctis, 1986).

Organizations invest a great deal of capital inoimfation and communication
technology, hoping for improved employee produtyiviincreased strategic
advantages, and a competitive edge. It is widelgbed that the use of information
communication technology, therefore, enables petpleshape coordination (Kohli
and Devaraj, 2003). Development firms and othekedtolders have increasing
investments in new technology, hoping they wilkadt potential consumers during
their trials with the technology and trusting tlcahsumers eventually will decide to
purchase and use it (Zhang, 2007). For informatohnology impacts to occur, it is
imperative that usage is tied to organizationalfggerance metrics. Although
continually evolving, technology does not determiits own trajectory of
development and use. It is the individual users waieate and innovate, and bring the

values of technology to life (Zhang, 2007).
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The term communication covers a wide rangeph®@omena in both the natural
and human sciences, from genetic codes to regical processes, from the
pragmatics of interpersonal communication to th@ernet (Garnham, 1998). In
recent years, development in mobile computing aondhrounication led to the
proliferation of mobile phones, tablet computersagphones, and noteboal&hang,
2007).According to International Telecommunication Uniamobile communications
and technology has emerged as the primary techydlag will bridge in the least
developed countriesindeed, mobile phones or Bluetooth headsets hag®rhe
appendages due to their portable nature (Zhang7)28e can even talk on our
mobile phones through our cars or while on airpdardthough it cannot be said that
anyone can be reached at any-time in many countrielespread adoption of many
information communication technology’s is certaintyaking more people accessible
more often (Hillyer &.Stafford, 2012). Hillyer &.8fford, (2012), defines
communication technology as “the hardware equiptnerganizational structures,
and social values by which individuals collect, ggss, and exchange information
with other individuals”. According to Hillyer &.@fford, (2012), one of the benefits
of communication technologies is that they prowdéesnsions of senses (e.g., sight),

allowing users to break away from the constraififshysical distances.

According to Zhang, (2007) although computer mediatommunication might be
considered a subset of information and communicatéchnology, historically this
has not been the case. Despite information comratiait technology and computer
mediated communication scholarship covering marhefsame ideas, functions, and
even technologies, the two originated as differantas of research. Hillyer
&.Stafford, (2012), found that “computer-mediatemmunication systems use
computers to structure, store and process comntioned’ (p. 2). The authors’ work
established that computer mediated communicatiors wdferent from many
traditional methods of communication in allowingngeniences such as written
records of conversations and the ability to separabeself from time and
geographical considerations through the asynchmnoature of text-based

communication.

14



Despite pursuit of research on information techgglacommunication technology’s
and computer-mediated communication as if they smgarate domains, the three
terms often describe the same phenomenon sucle as¢hof email, Internet forums,
instant messaging, and audio and video chattingtaractions through a variety of
technologies such as computers and mobile deviddlgdr & Stafford, 2012). Both
computer-mediated communication and information eachmunication technology
studies have largely focused on the advantages disatlvantages of mediated
interactions, with consistent considerations ofigsssuch as synchronicity versus a
synchronicity, the amount of time needed to coneptasks and interactions, and the
impact of nonverbal and verbal cues (Hillyer & &ted, 2012).

Although the use of information and communicatieahnology lowers coordination
costs, it also increases the complexity of coottitima more co-ordination processes
are used and more organizations are involved reguih more communication
activities and in more information to be taken iatount when making a decision.
An additional result, therefore, is that more amateninformation becomes available.
The World Wide Web is a good example of this. Trarerinformation available, the

more difficult it gets to find the right informatio

2.3.1 Human Capital

Zhao (2008) argues that ideas about human capited Heveloped over a number of
centuries, but these ideas really took form asearthin the West in the 1960s. The
contributions of the theory of human capital to rmoy and culture are widely

recognized. This theory evolved on the basis oftéfaseconomic growth theory and
studies on human behaviour. The determinant of @oandevelopment in Western

countries has been changed from physical mateoalsiman capital, and the focus
on human behaviour has attracted more and monetiatifrom both theoretical and

industrial perspectives since the creation of ttigosl of human relations. Schultz
first proposed the explicit concept of human capitidh the idea that human capital
includes abilities, knowledge, skills and qualificas possessed by individuals
(Shuming Zhao, 2008). Recent challenges such dmligation, a knowledge-based
economy, and technological evolution, have promptedany countries and

organizations to seek new ways to maintaampmetitive advantage. In response,
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the prevailing sense is that the success deperdsym part on the people with higher
levels of individual competence. In the end, pe@yke becoming valuable assets and

can be recognized within a framework of human ehfikwon & Dae-Bong, 2009).

In the economic perspective, the capital refer§actors of production used to
create goods or services that are not themsesignificantly consumed in the
production process’ (Kwon & Dae-Bong, 2009). Alowgh the meaning of capital
in the economic perspective, the human is the stuljetake charge of all economic
activities such as production, consumption, andstation. On the establishment of
these concepts, it can be recognized that huozgoital means one of production
elements which can generate added-values throymtting it (Kwon & Dae-
Bong, 2009). Human capital has long been arguedagical resource in most firms
(Clarke, Seng, and Whiting, 2010). Clarke et ajgmsts that human capital attributes
(including education, experience, and skills) andparticular, the characteristics of
top management affect firm outcomes. Siegel & Sérgd007) suggest that human
capital is likely to be particularly important irhg context of technological
entrepreneurship. A significant percentage of thdue of technology-based new
ventures is likely to be determined by the qualifythe company's employees,
especially the top management team. Furthermaseareh has shown that employees
with more human capital (i.e., more education axpkeence) help firms implement

new technologies more effectively (Siegel & Shra2igd7).

In a market-oriented economy, the competitivendss firm depends on its stock of
both physical and human capitals as well as thguamess of management practices
that can bring the firm’s capacity into full pla)i@o, 2001). In response, on job
training provided by employers has thus becomam §trategy to develop human
capital in order to adapt to changes in the workgla On-job-training, while
upgrading job skills of employees, also develoreth values and ways of working
together to strengthen a firm’s unique competitegnin a transforming economy
(Xiao, 2001). Therefore, in-firm training, as ogpd to formal education, as a
strategy to develop human capital can over timepmreate for competence gaps of

the internal market and the increasingly complesht®logical demands of the
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workplace. By receiving on job training, the corgree of employees is to be re-
established (Xiao, 2001).

Kern (2009) found that in the past, economic stiengas largely dependent on
tangible physical assets such as land, factoridseguipment. Labor was a necessary
component, but increases in the value of the basiname from investment in capital
equipment. Modern economists seem to concur thatation and health care are the
key to improving human capital and ultimately iresesg the economic outputs of the
nation. Human capital development theory concluttes investment in human
capital will lead to greater economic outputs (K&2®09)._Siddiqui(2012) posits that
the basic feature of human capital is how the dmgaion treats its employees as the
most valuable resource. Furthermore by utilizing tiorkforce efficiently the

organization can attain the competitive edge.

2.3.2 Human Capital Management

Human capital management is a link between worlkf@ned organizational planning
(Siddiqui, 2012). The human resource function haslemgone dramatic change,
owing, it would seem, to greater use of rapidly levg information technology

(Lafleur & Haines llI, 2008). Presently, with theadlability of enterprise resource
planning (ERP), advanced human resource manageminmation systems and
stand-alone specialty software and web-based eml®elf- service, the human
capital function is poised to improve its efficignand engage in more significant
strategic business roles (Lafleur &Haines lll, 2D08They assert that given the
central function of human capital management ategtor and developer of human
assets and intellectual capital, its transformatfoom an administrative paper-

handling entity into a value- adding contributocigically important.

Johnson & Richard (2001), argue that effective aséduman capital management
practices should have a greater impact on firm'dopmance beyond the simple
existence of human capital practices. They argae dffective use of human capital
practices should have a greater impact on firm goerdnce beyond the simple
existence of human capital practices. Johnson &#&at (2001), also posit that it is

the firm’s ability to employ its organizational cplities, its ability to assemble,
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integrate and manage human capital that matterausechuman capital are not
inherently productive. Pfeffer (1994) also argues sustained competitive advantage
emanates from effective workforce management. Tigseased acceptance of the
importance of people has resulted in the increakmuis on human capital
management within the strategic human capital mamagt literature either by way
of examining the direct impact of human capital aganizational outcomes or by
way of examining the impact of human capital manag® systems on

organizational performance (Lakshman, 2014).

The current focus on human capital management t@gral toBfirm’s strategic
processes involves viewing human capital managemetvities as a resource
contributing to firm profitability as opposed tocast of production. Human capital
management should ideally work to enhance the $irebmpetitive position by
creating superior human capital skills, experieand knowledge that contribute to
firm economic value (Johnson & Richard, 2001). ®sstul implementation of
human capital management policies and practicesairsm difficult, making
effectiveness elusive. Johnson & Richard (2001)tghat many firms may adopt a
policy or practice for institutional reasons, innt@ast to those policies competently

implemented to provide a potent organizationaldorc

According to Huselid et al (1997) human capital agement effectiveness is ‘the
delivery of high-quality technical and strategiaran capital management activities.
Successful implementation of human capital managénpelicies and practices
remains difficult; making effectiveness elusive. rian capital effectiveness is
assessed from technical or strategic effectiversdsthe human capital function.
Technical effectiveness of human capital functioolide items that describe how
well it performs activities traditionally associdteith personnel management which
include but not limited to; recruitment, trainingnd compensation administration.
While on the other hand, strategic effectivenefleats perceptions of how well the
human capital function supports business needkjdimg facilitating teamwork and
enhancing quality and involvement (Lafleur & Hairlds2008). Johnson & Richard

(2001) also argues thstrategic human capital management effectivenessritrast,
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stems from the firm building human resource comifilex through innovations such

as team-based job designs, flexible workforceseamgloyee empowerment.

The human capital function has engaged signifiiaancial resources in information
technology in expectation of improving service defy, and most recognize the
potential for improvements in decision making afficiency (Lafleur & Haines llI,
2008). They describe improvements in the speed guality of human capital
management services resulting from a shift fromolabintensive to technology-
intensive service delivery. According to LafleurKaines 1ll, (2008), automation is
the best way for human capital to improve effectess and become a valuable
contributor to the enterprise. They assert thatitingroved information- processing
capacity of information technology should allow hamcapital to manage vast
amounts of information with great speed and acguriloey also found that increased
productivity and rapid response time as benefiinflhuman resource management

information systems investment.

Through employing resource-based view, human a@lapinagement effectiveness
relates directly to firm-level outcomes, particlyawhen considerin@firm context.
Strategic human capital management effectivenesis@gsshown to be examined with
respect to human capital policies and practicesv,Nwore than ever, organizations
need to place greater emphasis on attractingiahu capital rather than financial
capital. Because capital is broadly availdbden investors and lenders, and
innovations can be duplicated relatively easiéynd quickly, effective human
resource management is the best way to diffite one company from another
(Kapoor, 2011).

According to information processing theory, the amgational structure design is
assumed to improve its information processing c@patce information technology
alters the information environment (Lafleur & Hasn#él, 2008). They assert that
organizational structure should also change to racvodate new information-
processing capacity. In the area of human capitalagement, for instance, the last
two decades were marked by strong emphasis ortriitegic roles and effectiveness

of the human capital management function. Thussti@al forces at work strongly
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support information- facilitated transitions to reostrategic roles and improved
effectiveness within the human capital managemenction (Lafleur &Haines llI,
2008).
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CHAPTER THREE: RESEARCH METHODOLOGY
3.1 Introduction
This chapter describes the methodology that wad usendertaking the study. The
chapter covers the research design, populatioheoktudy, data collection and data

analysis.

3.2 Research Design

The study adopted a descriptive survey design whiak found to be appropriate,
where the study seeks to describe the charactsrigticertain groups or to estimate
the proportion of people who have certain charéties. The design is also
appropriate since the units to be investigated ma@y (Mugenda and Mugenda
2003).

3.3 Population of the Study

The population of the study was thirty three (38) @onsisted of ten departmental
heads, five general managers who are in- chargéhefzones and 18 regional
managers. These are considered as actively involvethy to day management of
human capital and therefore, in close liaison Witman capital functions. They were
therefore, to provide in-depth information on hoverlga Women Finance Trust
microfinance bank uses information and communicatezhnology in human capital

management.

3.4 Data Collection

Primary data was used in this study. The data wlscted using a semi- structured
guestionnaire. The questionnaire was divided ini@ tparts. Part one of the
guestionnaire was to gather bio-data of the respisdand institutional information,
while part two covered information and communicatiechnology usage in human
capital management. The questionnaire was admiedtéhrough drop and pick

method.

3.6 Data Analysis
The data collected was analysed through the udegriptive statistics such as mean

and standard deviation. The findings were presemédy tables, figures and charts.
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CHAPTER FOUR: DATA ANALYSIS, PRESENTATION AND
INTERPRETATION
4.1 Introduction
This chapter presents the findings of the studye @hapter covers the response rate,
demographic characteristics of the respondents extént of information and
communication technology usage in human capitalagament in Kenya Women

Microfinance Bank.

4.2 Response Rate

The questionnaires were sent out to the targetlptipn of 33 respondents. Twenty
four questionnaires were received and found relef@rthe purposes of the analysis.
This amounted to a response rate of 73% which wasidered adequate to make

valid conclusions for this study.

4.3 Demographics Characteristics of the Respondents
The demographic characteristics of the respondemisred included gender, rank

and length of service in the organisation.
4.3.1 Gender Distribution of the Respondents
From the Table 4.1 it is evident that majority loé respondents represented by 54%

were female while 46% were males.

Table 4.1: Distribution of Respondents by Gender

Gender Percentage
Male 46%
Female 54%

Total 100%

Source: Researcher 2014
4.3.2 Rank of the Respondents

The analyzes from the responses received as pée Agb indicates that 33% were

top level managers, while 66% of the respondente weddle level managers.
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Table 4.2: Respondents Rank in the Organization

Rank Percentage
Top Level Management 33%
Middle Level Management 67%
Total 100%

Source: Researcher 2014

4.3.3 Length of Service of the Respondents

As per Table 4.3 majority of the respondents (54%g) served in the organization for

a period below 10 years, while 46% had served farenthan 10 years.

Table 4.3: Length of Service of the Respondents the Organization

Period Percentage
Below 10 years 54%
Above 10 years 46%
Totals 100%

4.4: Extent of use of Information and Communicatia Technology in Human

Capital Management

The following statement shows that Table 4.4

Table 4.4: Means and Standard deviations for meases of use of Information

and Communication Technology in Human Capital Mamgement

Statement Mean Standard Deviation
| am satisfied with human capital management foncti 3.2 1.4
usage of information technology in audit and sysv
I have more confidence with the automated employee 3.1 1.3
compensation and benefits management
I am satisfied with the automated Performapce 3.6 1.2
Management system
| am satisfied with the automated human capitahing 3.1 1.3
and career development
| am confidence with automated Training needsyeamal 3.4 1.2
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4.4.1: Extent of use of information and communicatin technology in human
capital Audit and Surveys

Table 4.4 shows that the respondents agreed witkan score of 3.2 and a standard
deviation of 1.4 that the human capital functioresusnformation technology in
carrying out human resource audit. The result tbege indicate that the human
capital function uses information and communicatechnology to a large extent in
human capital audit and surveys as the mean ss@igove the median score of three
(moderate extent). The standard deviation of 1.4wshthat there is a high
concentration of the data around the mean whicicatels a very small variation from
the mean of the respondents’ feedback which cowddmthat they have no varied
opinion over this issue. The study results concith wAndriessen, (2003) who
indicated that information and communication tedbgy systems are widely used in
organizations as their use have many favourablsemprences, because they support

interaction and workplace learning.

4.4.2: Extent of Use of Information and Communicattn Technology in
Management of Human Capital Compensation and Bend#

Table 4.4; above shows that the respondents agvigeda mean score of 3.1 and a
standard deviation of 1.3 that the human capitattion uses information technology
in the management of human capital compensatiorbandfits. The result therefore,
indicate that the human capital function uses rinftion and communication
technology to a large extent in the managememhtuaian capital compensation and
benefits as the mean score is above the mediae s€dhree (moderate extent). The
small standard deviation of 1.3 shows that thera lEgh concentration of the data
around the mean which indicates very low variation from the mean of the
respondents’ feedback which could mean that thporetents generally agree over
this issue.

The study results therefore, agrees with the figsliof Devarajg Kohli, 2003 who

indicated that organizations view investments iorimation technology as a way of

improving productivity and quality of operations.
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The study results also concur with Lafleur and daifil, (2008) who indicated that
applications such as payroll, pension and benefitsmagement are supported by

human resource information system.

4.4.3: Extent of Use of Information and Communicabn Technology in Human
Capital Performance Management System

Table 4.4; above shows that the respondents agvileca mean score of 3.6 and a
standard deviation of 1.2 that the human capitattion uses information technology
in human capital performance management systém result therefore, indicates that
the human capital function uses information and rooimication technology to a large
extent in human capital performance managemenesyas the mean score is above
the median score of three (moderate extent). Tdredard deviation of 1.2 showisat

the values in the statistical data set are clogbdanean of the data set meaning that
there isa very little variation from the mean of the resgents’ feedback on the

usage of information technology in human capitafgrenance management system.

The study results are consistent with studies dinéDeSanctis, 1986) and (Lafleur
and Haines lll, 2008) which demonstrated that im@ation and communication
technology investments are beneficial for perforogamanagement and productivity

improvement.

4.4.4: Extent of Use of Information and Communicathtn Technology in Human
Capital Planning and Career Development

Table 4.4; above shows that the respondents agvigeda mean score of 3.1 and a
standard deviation of 1.3 that the human capitattion uses information technology
in the human capital planning and career developnidre result therefore, indicate
that the human capital function uses informatiod eommunication technology to a
large extent in human capital planning and cadeselopment as the mean score is
slightly above the median score of three (modegatent). The standard deviation of
1.3 is slightly higher but it still evident thatette is a high concentration of the data
around the mean which indicates very low variation from the mean of the
respondents’ feedback which could mean that thporetents generally agree over

this issue. From the results it is evident thathbhenan capital management function
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in Kenya Women Microfinance bank is slowly embraciautomation of its key
deliverables. This is consistent with Korpelaine(@011) who found that
implementation of information and communicationhieglogy system always entails
both organizational and individual changes and efioee user adoption and
establishing the use of information and communicatiechnology systems have

proven slow and challenging in organizations.

4.4.5: Extent of Use of Information and Communicathtn Technology in Human
Capital Training Needs Analysis

Table 4.4;above shows that the respondents agreed with a swae of 3.4 and a
standard deviation of 1.2 that the human capitattion uses information technology
in human capital training needs analysis. The tekalefore, indicate that the human
capital function uses information and communicatiechnology to a large extent in
human capital training needs analysis as the meane $s above the median score of
three (moderate extent). The standard deviatiod.®fshows that there is a high
concentration of the data set around the mean whidicatesa very low variation
from the mean of the respondents’ feedback whialldcanean that the respondents
generally agree over this issue. This also showera little variation from the mean

of the respondents’ feedback that training needsyais has been automated.

The study results are consistent with DevaaKohli, (2003) who indicated that,
with increased investments in technology comes iigponsibility to provide
economic justification. Devard Kohli, (2003) posits thatoday, more than ever,
information technology executives encounter thatifigation issue due to senior

management's insistence that the investmemrdperly utilized.

4.5 Extent of Use of Information and CommunicationTechnology in Human
Capital Management

The five key areas that the researcher soughtwe hacomparison of the extent of
information and communication technology usage ftbm analysis include; human
capital audit; human capital compensation and hisnefanagement; human capital
planning and career development and human cagtédnmance management system

and human capital training needs analysis. Thateesf individual parameter mean,
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standard deviation and aggregate mean of all thenpeters are shown in the figure

below:

Table 4.5: Aggregate Mean of measures of the Exteonf Use of Information and

Communication Technology in Human Capital Managemen

Statement Mean Standard Deviation

| am satisfied with human capital management foncti 3.2 1.4

usage of information technology in audit and sys/

I have more confidence with the automated employee 3.1 1.3

compensation and benefits management

| am satisfied with the automated Performance 3.6 1.2

Management system

| am satisfied with the automated human capitahming 3.1 1.3

and career development

| am confidence with automated Training needsyeamal 3.4 1.2

Aggregate Mean 3.2

Table 4.5 above shows that majority of the respotel@greed to a large extent
(aggregate mean of 3.2); that the human capitattiomm uses information technology
in audit and surveys; employee benefits and congtiems performance Management
system; human capital planning and career developanad training needs analysis
with a mean score above the median score of tihieever, the respondents have
shown differing variation in their responses witle automation of the human capital

function.

From table above, it is evident the human capitahagement function in Kenya
Women Microfinance bank is slowly embracing autaoraiof its key deliverables
but is still in transformation from an administkegi paper- handling entity into a
value- adding contributor to more significant s&c business roles. This is in
consistent with the findings biafleur and Haines Ill, (2008) who asserted that
human resource information system is designed tppat the planning,

administration, decision-making, and control atiéa of human capital management
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CHAPTER FIVE: SUMMARY, CONCLUSION AND RECOMMENDATIO NS

5.1 Introduction
This chapter gives the summary, conclusions andmetendations based on the

study findings.

5.2 Summary

The purpose of the study was to investigate &éent of information and
communication technology usage in human capitalagament in Kenya Women
Microfinance Bank. The objective of the study wasstablish the extent of usage of
information and communication technology in humapi@al management in Kenya
Women Microfinance Bank. The population of the gtudomprised of ten
departmental heads, five general managers whorarehiarge of the zones and
eighteen regional managers. The data was colleagdg a semi- structured
guestionnaire. The questionnaire was administeneaugh drop and pick method.

The data collected was analysed through the udesufriptive statistics.

The study reviewed previous studies with view dfbklshing research gaps which
the present study sought to bridge. This was doreigh evaluation of methodology
employed in terms of research design choice, tgrgpulation, sampling procedures,
data collection instruments, data collection prared, data analysis, findings, and
recommendations. The study benefited from reviewitefature for it guided the

present study in the identification of research sgapo ensure validity of data
collection instruments expert opinion was soughd also a pilot study was carried

out.

The findings reveal that; majority of the resportdeepresented by 54% were female
while 46% were male; that 33% were top level mamgg&hile 67% of the
respondents were middle level managers. The fisdaigo indicate that majority of
the respondents (55%) had served in the orgaoizédr a period of below 10 years,

while 45% had served for more than 10 years.
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The study findings reveal that the respondentseabte a large extent that the human
capital function uses information technology inrgerg out human resource audit and
surveys (mean score of 3.2) and a standard dewiafid..4 which indicates a low
variation of the opinion of the respondents; thahva mean score of 3.1 against the
median figure of three, the respondents agreeddmga extent that the human capital
function uses information technology in the manageimof compensation and
benefits, the respondents also indicate a low ity of the opinion (standard
deviation of 1.3); that the respondents agreedl lavge extent with a mean score of
3.6 against the median figure of three but witbvadr variability of the opinion of the
respondents (standard deviation of 1.2) that thendmu capital function uses
information technology in the management of humaapital performance
management system; that with a mean score of aihstghe median figure of three
and standard deviation of 1.3 the respondentsddrea large extent that the human
capital function uses information technology in timanagement of human capital
planning and career development, although the refgras still indicate a slightly
higher variability of the opinion with a standarevehtion of 1.3; that the respondents
agreed to a large extent (mean score of 3.4) astdralard deviation of 1.2 that the
human capital function uses information technolagythe training needs analysis,
with the standard deviation of 1.2 the data setvshihat there is a high concentration
of the data around the mean which indicate®ry low variation from the mean of the
respondents’ feedback which indicates that thears$@nts generally agree over the

automation of the human capital function.

5.3 Conclusions
From the findings of the study, it appears thaty&eWwomen Microfinance Bank uses
information and communication technology extensivelall the major human capital

management functions.

5.4 Recommendations

The study recommends continuous improvement anactgpbuilding of human

resource personnel on the usage of informationcangmunication technology as this
will help in the transformation of human capitalnétion from an administrative

paper- handling entity into a value- adding conitds to more significant strategic
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business roles. Further given the fact that thewumption has invested heavily on
Human Resource Information System, the organizadlea needs to invest more of
the recruitment of adequate staff who can matchctgeacity provided by human
resource information system used and training thi an how to use the information
technology. This will ensure that all the systems put in use and aid the staff in

developing their careers.

5.5 Limitations of the Study
The findings of the study cannot be generalised tdueeliance on self report and

perceptual basis of the responses which could leavi® some biases.

5.6 Suggestion for Further Research
Further studies should be done in other organizatitom the same sector to validate
the results, it may be necessary to conduct simgérdies using variant

methodologies.
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APPENDIX I: INTRODUCTION LETTER

To whom it may concern

Dear Madam/Sir,

| am a student at the University of Nairobi cargyiout a research project as part of
the course requirement of Master of Science in HulRRasource Management. The
study seeks to determine the extent of informatad communication technology

usage in enhancing human capital management in kKWi€fofinance Bank

| intend to carry out my research in KWFT-Microfir@e Bank. The findings will be
confidential, strictly for academic use and at moet will your name or the name of
your Department be mentioned anywhere in the repyadr honest participation will

be highly appreciated.

Yours faithfully,

Wanjau Jackson Ngure
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APPENDIX II: QUESTIONNAIRE
PART A: Respondent's Personal Details

1.Gender M ......... [ ]..... F [ ]

2.. Your position in the organization (Tick)

Director [ ]
General Manager [
[

Regional/ Branch Manager

3. Length of service in KWFT (Tick appropriately)
Below 10 years [ ]
Above 10 years [ ]

4. Name of the Department/Region/ Branch (optional)............................

5. How long has the department/region been inexes? (Tick) as appropriate

Below 10 years [ ] above 10 years [ ]
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PART B: Extent of Use of Information and Communicdion Technology in

Human Capital Management

1. To what extent do you agree with the followitatsment on the extent to which IT
supported each of the following applications? Usiela(Y) or (x) to mark appropriate

answer.

1. | I am satisfied with human resource
department usage of information

technology in audit and surveys

2. | I have more confidence with the
automated employee benefits

management

3. | I am satisfied with the automated

performance management system

4. | | am satisfied with the automated
human resource planning and career

development

5. | I am confidence with automated

Training needs analysis

THANK YOU FOR YOUR PARTICIPATION
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APPENDIX IlI: LISTED DEPARTMENTS
Operations department
Human Resource Management
Marketing department
Special Projects department
Finance department
Risk and Compliance department
Audit department

Information and Communication Technology

© © N o g bk~ wdhRE

Legal department

10. Credit risk department
LIST OF ZONES

Eastern Zones
Central Zones
Rift Valley Zones

Western Zones

o M w NP

Nairobi Zones
LIST OF REGIONS

Mt Kenya Region West
Mt Kenya East

Central Rift

Lower Eastern

Central Eastern

South Coast

North Coast

South Rift

North Rift

10. Tranzoia

© ©® N o g bk~ 0w DN

11. Eastern Nyanza
12.South Nyanza
13.Western Region
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14.Central Nyanza
15. Nairobi Central
16. Nairobi North
17. Nairobi West
18. Upper Hill
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APPENDIX 1V: Extent of use of Information and Communication

Technology in Human Capital Management

Statement 5 4 3 2 1
To alTo alTo al| To a| Not
very great moderate | little | all

great extent extent extent

extent

% % % % %
| am satisfied with humanl13 54 20 13 0.0
capital management

function usage 0
information technology in

audit and surveys

| have more confidenc| 25 50 17 8 0.0
with  the automated
employee compensatign

and benefits management

| am satisfied with the25 29 25 13 8
automated Performange

Management system

| am satisfied with the¢ 12 42 25 12 9
automated human capit|
planning and  career

development

| am confidence with 17 33 25 17 8

automated Training needs

analysis
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