International Journal for Research Trends in Social Science & Humanities
Volume 3 Issue 2
Mar-Apr 2025, PP 625-643

Digitalization and Human Resource Management
Innovation in Nigerian Small and Medium-Sized
Enterprises: Impact on Employee Engagement

and Performance

Mbaeze Roseline Uzoamaka

Department of Public Administration and Local Government,
University of Nigeria, Nsukka

Abstract. In today's digital age, small and medium-sized enterprises (SMESs) in
Nigeria face significant challenges in adapting to the rapidly changing business
landscape. This study explores the impact of digitalization and HRM innovation on
employee engagement and performance in Nigerian SMEs. This research reveals that
digitalization and HRM innovation can significantly enhance employee engagement
and performance in Nigerian SMEs. This study also provides valuable insights for
SMEs, policymakers, and HR practitioners seeking to leverage digitalization and
HRM innovation to improve employee engagement and performance in Nigerian
SMEs. The data for this study were collected from secondary sources, including the
annual reports of Nigerian SMEs, the websites of Nigerian SMEs etc analyzed to
gather information on their HRM practices, employee engagement initiatives, and
performance management systems, the social media platforms of Nigerian SMEs,
industry reports and research studies on digital transformation, HRM innovation, and
employee engagement in Nigerian SMEs analyzed to gather information on best
practices and trends. The study adopted qualitative descriptive analysis which is an
aspect of content analysis as method of data presentation and analysis. The paper
found out among others that Nigerian SMEs should develop digital literacy programs
to equip employees with the necessary skills to effectively utilize digital technologies.
The study also recommends among others that Nigerian SMEs should provide regular
training and development programs to help employees develop new skills and adapt
to changing job requirements. Conclusively, as Nigerian SMEs continue to navigate
the complexities of the digital age, it is imperative that they prioritize digitalization
and HRM innovation to remain competitive and achieve their strategic objectives

Index Terms- Digitalization, HRM Innovation, Employee engagement, Employee
performance.

I. Introduction

The world is experiencing a significant shift in the way businesses operate,
driven by rapid technological advancements and the increasing adoption of digital
technologies (Kane et al.,, 2019). This phenomenon, known as digitalization, is
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revolutionizing the way organizations interact with their customers, partners, and
employees (Bharadwaj et al., 2013). In Nigeria, small and medium-sized enterprises
(SMEs) are at the forefront of this transformation, leveraging digital technologies to
improve their competitiveness, innovation, and sustainability (Adeyeye et al., 2020).
As Nigerian SMEs embark on this digitalization journey, human resource
management (HRM) innovation has become a critical success factor (Boudreau et al.,
2015). HRM innovation involves the use of digital technologies to transform HRM
practices, processes, and systems, leading to improved employee experiences,
engagement, and performance (Gloet & Samson, 2019). However, the impact of
digital transformation on HRM innovation and employee outcomes in Nigerian SMEs
is not well understood (Ogbechie et al., 2020). Digital transformation is a complex
and multifaceted phenomenon, requiring a comprehensive and integrated approach to
manage its impact on HRM and employee outcomes (Kane et al., 2019). This study
will provide a nuanced understanding of the relationship between digital
transformation, HRM innovation, and employee engagement and performance in
Nigerian SMEs

The digitalization of HRM in Nigerian SMEs presents both opportunities and
challenges (Aladwani et al., 2020). On the one hand, digital technologies can enhance
HRM processes, such as recruitment, talent management, and employee engagement
(Buckley et al., 2019). On the other hand, the adoption of digital technologies can also
lead to job displacement, skills obsolescence, and decreased employee well-being
(Ford, 2015).

Despite these challenges, Nigerian SMEs can leverage digitalization to create a
competitive advantage, improve employee engagement, and enhance performance
(Adeyeye et al., 2020). However, this requires a deep understanding of the impact of
digital transformation on HRM innovation and employee outcomes in Nigerian SMEs
(Ogbechie et al., 2020). Recent studies have highlighted the importance of HRM
innovation in driving organizational performance and competitiveness (Boudreau et
al., 2015). However, there is a dearth of research on the impact of digital
transformation on HRM innovation and employee outcomes in Nigerian SMEs
(Adeyeye et al., 2020).

The focus of this study is to address this knowledge gap by exploring the impact of
digitalization on HRM innovation and employee engagement and performance in
Nigerian SMEs. By examining the experiences and perspectives of Nigerian SMEs,
this study seeks to provide valuable insights into the opportunities and challenges of
digital transformation in the HRM context. Hence, the study's intends to contribute to
the growing body of research on digital transformation, HRM innovation, and
employee outcomes, providing valuable implications for policymakers, business
leaders, and HR practitioners in Nigeria and beyond. This will also inform the
development of effective strategies for managing the impact of digital transformation
on HRM and employee outcomes in Nigerian SMEs. By examining the experiences
and perspectives of Nigerian SMEs, this study will provide valuable insights into the
opportunities and challenges of digital transformation in the HRM context.

626



International Journal for Research Trends in Social Science & Humanities
Volume 3 Issue 2
Mar-Apr 2025, PP 625-643

The impact of digitalization on HRM innovation and employee outcomes is a critical
issue that requires urgent attention from policymakers, business leaders, and HR
practitioners (Ogbechie et al., 2020). This study will contribute to the growing body
of research on this topic, providing valuable insights into the opportunities and
challenges of digital transformation in the HRM context. Digital transformation is
revolutionizing the way organizations interact with their customers, partners, and
employees (Bharadwaj et al., 2013). However, the impact of digital transformation on
HRM innovation and employee outcomes in Nigerian SMEs is not well understood
(Adeyeye et al., 2020).

The institutionalization of digitalization on HRM innovation and employee outcomes
is a critical issue that requires urgent attention from policymakers, business leaders,
and HR practitioners (Ogbechie et al., 2020). This study will provide a nuanced
understanding of the relationship between digitalization, HRM innovation, and
employee engagement and performance in Nigerian SMEs.

Statement of Problem

Digitalization has become a crucial aspect of modern business, as organizations seek
to leverage technology to improve their operations, products, and services (Kane et
al., 2019). However, the adoption of digital technologies can be challenging,
particularly for small and medium-sized enterprises (SMEs) in Nigeria (Adeyeye et
al., 2020). One of the key challenges facing Nigerian SMEs is the integration of
digital transformation with human resource management (HRM) innovation, which
can have a significant impact on employee engagement and performance (Ogbechie et
al., 2020). Digitalization of HRM in Nigerian SMEs requires a comprehensive
approach, involving the use of digital technologies to transform HRM practices,
processes, and systems (Boudreau et al., 2015). However, this can be challenging,
particularly in Nigeria, where there may be limited access to digital technologies,
inadequate infrastructure, and a shortage of skilled personnel (Aladwani et al., 2020).
More so, the adoption of digital technologies can lead to significant changes in the
way HRM functions are performed, which can be challenging for employees to adapt
to (Ford, 2015). For instance, the use of digital technologies can lead to the
automation of routine HRM tasks, such as recruitment, talent management, and
employee engagement (Buckley et al., 2019). While this can improve efficiency and
reduce costs, it can also lead to job displacement and skills obsolescence (Gloet &
Samson, 2019).

Furthermore, the digital transformation of HRM in Nigerian SMEs requires a cultural
shift, involving the adoption of new values, beliefs, and behaviors (Kane et al., 2019).
This can be challenging, particularly in Nigeria, where there may be a strong cultural
attachment to traditional HRM practices (Ogbechie et al., 2020). For instance, the use
of digital technologies can require employees to adopt new ways of working, such as
remote work, flexible hours, and virtual communication (Aladwani et al., 2020).

Consequently, the digitalization of HRM in Nigerian SMEs requires significant
investment in digital technologies, such as cloud computing, artificial intelligence,
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and data analytics (Bharadwaj et al., 2013). However, this can be challenging,
particularly for SMEs, which may have limited financial resources (Adeyeye et al.,
2020). For instance, the adoption of digital technologies can require significant
upfront costs, including the purchase of hardware and software, as well as the training
of employees (Buckley et al., 2019).

Sequel to the above, digitalization of HRM in Nigerian SMEs requires effective
change management, involving the communication of the benefits of digital
transformation to employees, as well as the management of resistance to change
(Kane et al., 2019). However, this can be challenging, particularly in Nigeria, where
there may be limited experience with digital transformation (Ogbechie et al., 2020).
For instance, the adoption of digital technologies can require significant cultural and
behavioral changes, which can be difficult for employees to adapt to (Aladwani et al.,
2020).

Notably, the digitalization of HRM in Nigerian SMEs requires effective leadership,
involving the ability to inspire and motivate employees to adopt digital technologies
(Boudreau et al., 2015). However, this can be challenging, particularly in Nigeria,
where there may be limited experience with digital leadership (Adeyeye et al., 2020).
For instance, the adoption of digital technologies can require leaders to adopt new
leadership styles, such as transformational leadership, which can be challenging for
some leaders (Kane et al., 2019). Digitalization of HRM in Nigerian SMEs requires
effective employee engagement, involving the ability to motivate and inspire
employees to adopt digital technologies (Ogbechie et al., 2020). However, this can be
challenging, particularly in Nigeria, where there may be limited experience with
digital employee engagement (Aladwani et al., 2020). For instance, the adoption of
digital technologies can require employees to adopt new ways of working, which can
be challenging for some employees (Buckley et al., 2019).

Besides, the digitalization of HRM in Nigerian SMEs requires effective performance

management, involving the ability to measure and evaluate employee performance in

a digital environment (Bharadwaj et al., 2013). However, this can be challenging,

particularly in Nigeria, where there may be limited experience with digital

performance management (Adeyeye et al., 2020). For instance, the adoption of digital

technologies can require the use of new performance metrics, such as digital literacy,

which can be challenging for some employees (Kane et al., 2019).

Research Questions

e To what extent does digitalization influence HRM innovation in Nigerian SMES?

e How does HRM innovation impact employee engagement in Nigerian SMEs
undergoing digital transformation?

e What is the relationship between digitalization, HRM innovation, and employee
performance in Nigerian SMEs?
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Obijectives of the Study

The broad objective of the study is Digitalization and HRM Innovation in Nigerian

SMEs: Impact on Employee Engagement and Performance. While the specific

objectives are as follows:

e To examine the impact of digitalization on HRM innovation in Nigerian SMEs.

e To investigate the effect of HRM innovation on employee engagement in
Nigerian SMEs undergoing digital transformation.

e To analyze the relationship between digitalization, HRM innovation, and
employee performance in Nigerian SMEs.

Hypotheses

o Digitalization positively influences HRM innovation in Nigerian SMEs.

e HRM innovation significantly impact employee engagement in Nigerian SMEs
undergoing digital transformation.

e There is a relationship between digitalization, HRM innovation, and employee
performance in Nigerian SMEs.

I11. Literature Review

Digitalization and HRM Innovation

Digitalization has become a critical aspect of modern business, as organizations seek
to leverage technology to improve their operations, products, and services (Kane et
al., 2019). At the heart of this transformation is human resource management (HRM),
which plays a crucial role in supporting organizational change and innovation
(Boudreau et al., 2015). Digital transformation requires HRM to innovate and adapt to
new technologies, processes, and ways of working (Aladwani et al., 2020). The
concept of digitalization is complex and multifaceted, involving the integration of
digital technologies into all areas of business (Bharadwaj et al., 2013). This requires
HRM to develop new competencies and capabilities, such as digital literacy, data
analytics, and strategic thinking (Gloet & Samson, 2019). Moreover, digital
transformation requires HRM to adopt new approaches to talent management, such as
using artificial intelligence and machine learning to identify and develop talent
(Buckley et al., 2019).

HRM innovation is critical to supporting digitalization, as it enables organizations to
develop new and innovative HRM practices, processes, and systems (Boudreau et al.,
2015). This includes the use of digital technologies, such as cloud-based HRM
systems, mobile apps, and social media, to support HRM functions, such as
recruitment, talent management, and employee engagement (Aladwani et al., 2020).
Digitalization also requires HRM to adopt new approaches to employee engagement,
such as using digital technologies to support remote work, flexible hours, and virtual
communication (Kane et al., 2019). Moreover, digital transformation requires HRM
to develop new competencies and capabilities, such as digital literacy, data analytics,
and strategic thinking (Gloet & Samson, 2019).
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Digitalization on HRM innovation is significant, as it enables organizations to
develop new and innovative HRM practices, processes, and systems (Boudreau et al.,
2015). This includes the use of digital technologies, such as cloud-based HRM
systems, mobile apps, and social media, to support HRM functions, such as
recruitment, talent management, and employee engagement (Aladwani et al., 2020).
Digitalization requires HRM to adopt new approaches to talent management, such as
using artificial intelligence and machine learning to identify and develop talent
(Buckley et al., 2019). This also includes the use of digital technologies, such as
online learning platforms, to support employee development and training (Gloet &
Samson, 2019).

The role of HRM in supporting digitalization is critical, as it enables organizations to
develop new and innovative HRM practices, processes, and systems (Boudreau et al.,
2015). This includes the use of digital technologies, such as cloud-based HRM
systems, mobile apps, and social media, to support HRM functions, such as
recruitment, talent management, and employee engagement (Aladwani et al., 2020).
Furthermore, digitalization requires HRM to develop new competencies and
capabilities, such as digital literacy, data analytics, and strategic thinking (Gloet &
Samson, 2019). This also includes the use of digital technologies, such as online
learning platforms, to support employee development and training (Buckley et al.,
2019). The impact of digitalization on HRM innovation is significant, as it enables
organizations to develop new and innovative HRM practices, processes, and systems
(Boudreau et al., 2015). This includes the use of digital technologies, such as cloud-
based HRM systems, mobile apps, and social media, to support HRM functions, such
as recruitment, talent management, and employee engagement (Aladwani et al.,
2020).

Moreover, digitalization requires HRM to adopt new approaches to employee
engagement, such as using digital technologies to support remote work, flexible
hours, and virtual communication (Kane et al., 2019). This also includes the use of
digital technologies, such as online learning platforms, to support employee
development and training (Gloet & Samson, 2019). The role of HRM in supporting
digitalization is critical, as it enables organizations to develop new and innovative
HRM practices, processes, and systems (Boudreau et al., 2015). This includes the use
of digital technologies, such as cloud-based HRM systems, mobile apps, and social
media, to support HRM functions, such as recruitment, talent management, and
employee engagement (Aladwani et al., 2020).

Furthermore, digitalization requires HRM to develop new competencies and
capabilities, such as digital literacy, data analytics, and strategic thinking (Gloet &
Samson, 2019). This also includes the use of digital technologies, such as online
learning platforms, to support employee development and training (Buckley et al.,
2019). The impact of digital transformation on HRM innovation is significant, as it
enables organizations to develop new and innovative HRM practices, processes, and
systems (Boudreau et al., 2015). Digitalization also requires HRM to adopt new
approaches to talent management, such as using artificial intelligence and machine
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learning to identify and develop talent (Buckley et al., 2019). This includes the use of
digital technologies, such as online learning platforms, to support employee
development and training (Gloet & Samson, 2019).

Moreover, digitalization requires HRM to develop new competencies and capabilities,
such as digital literacy, data analytics, and strategic thinking (Gloet & Samson, 2019).
The role of HRM in supporting digital transformation is critical, as it enables
organizations to develop new and innovative HRM practices, processes, and systems
(Boudreau et al., 2015). Digitalization and HRM innovation are closely linked, as
digital transformation enables organizations to develop new and innovative HRM
practices, processes, and systems (Boudreau et al., 2015). The impact of digital
transformation on HRM innovation is significant, and HRM plays a critical role in
supporting digital transformation.

Impact of Digital HRM on Employee Engagement

The impact of digital HRM on employee engagement is a topic of increasing interest
in the field of human resource management (Bharadwaj et al., 2013). Digital HRM
refers to the use of digital technologies, such as social media, mobile apps, and cloud-
based HR systems, to support HRM functions (Aladwani et al., 2020). Employee
engagement, on the other hand, refers to the emotional, cognitive, and behavioral state
of being fully involved and committed to one's work (Kane et al., 2019). Research has
shown that digital HRM can have a positive impact on employee engagement (Gloet
& Samson, 2019). For example, a study by Buckley et al. (2019) found that the use of
digital HRM technologies, such as online learning platforms and social media, can
increase employee engagement and motivation. Similarly, a study by Adeyeye et al.
(2020) found that digital HRM can improve employee satisfaction and commitment.

One of the ways in which digital HRM can impact employee engagement is by
providing employees with greater autonomy and flexibility (Kane et al., 2019). For
example, digital HRM technologies, such as mobile apps and cloud-based HR
systems, can enable employees to access HR services and information remotely, at
any time (Aladwani et al.,, 2020). This can increase employee engagement by
providing employees with greater control over their work and lives.

Another way in which digital HRM can impact employee engagement is by providing
employees with opportunities for learning and development (Gloet & Samson, 2019).
For example, digital HRM technologies, such as online learning platforms and social
media, can provide employees with access to training and development programs, as
well as opportunities for networking and collaboration (Buckley et al., 2019). This
can increase employee engagement by providing employees with opportunities for
growth and development. Digital HRM can also impact employee engagement by
providing employees with greater feedback and recognition (Kane et al., 2019). For
example, digital HRM technologies, such as performance management systems and
social media, can provide employees with regular feedback and recognition, as well
as opportunities for rewards and incentives (Aladwani et al., 2020). This can increase
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employee engagement by providing employees with a sense of accomplishment and
recognition.

Moreover, digital HRM can impact employee engagement by providing employees
with greater opportunities for communication and collaboration (Gloet & Samson,
2019). For example, digital HRM technologies, such as social media and
collaboration platforms, can provide employees with opportunities for communication
and collaboration, as well as access to information and resources (Buckley et al.,
2019). This can increase employee engagement by providing employees with a sense
of connection and community.

However, digital HRM can also have negative impacts on employee engagement,
such as increasing stress and workload (Kane et al., 2019). For example, digital HRM
technologies, such as email and instant messaging, can increase employee stress and
workload by providing employees with constant access to work-related information
and tasks (Aladwani et al., 2020). This can decrease employee engagement by
providing employees with a sense of burnout and exhaustion.

To mitigate these negative impacts, organizations can implement strategies to support
employee well-being and work-life balance, such as providing employees with access
to wellness programs and flexible work arrangements (Gloet & Samson, 2019).
Organizations can also implement strategies to support employee learning and
development, such as providing employees with access to training and development
programs, as well as opportunities for networking and collaboration (Buckley et al.,
2019). In addition, organizations can implement strategies to support employee
feedback and recognition, such as providing employees with regular feedback and
recognition, as well as opportunities for rewards and incentives (Kane et al., 2019).
Organizations can also implement strategies to support employee communication and
collaboration, such as providing employees with opportunities for communication and
collaboration, as well as access to information and resources (Aladwani et al., 2020).
The impact of digital HRM on employee engagement is complex and multifaceted
(Bharadwaj et al., 2013). While digital HRM can have positive impacts on employee
engagement, such as providing employees with greater autonomy and flexibility, it
can also have negative impacts, such as increasing stress and workload (Kane et al.,
2019). To maximize the positive impacts of digital HRM on employee engagement,
organizations must implement strategies to support employee well-being, learning and
development, feedback and recognition, and communication and collaboration.

The use of digital HRM technologies, such as social media and collaboration
platforms, can provide employees with opportunities for communication and
collaboration, as well as access to information and resources (Gloet & Samson, 2019).
This can increase employee engagement by providing employees with a sense of
connection and community.
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Effects of Digital HRM on Employee Performance

The impact of digital HRM on employee performance is a topic of increasing interest
in the field of human resource management (Bharadwaj et al., 2013). Digital HRM
refers to the use of digital technologies, such as social media, mobile apps, and cloud-
based HR systems, to support HRM functions (Aladwani et al., 2020). Employee
performance, on the other hand, refers to the ability of employees to achieve their job
goals and objectives (Kane et al., 2019). Digital HRM can have a positive impact on
employee performance (Gloet & Samson, 2019). For example, a study by Buckley et
al. (2019) found that the use of digital HRM technologies, such as online learning
platforms and performance management systems, can improve employee performance
by providing employees with access to training and development programs, as well as
regular feedback and coaching.

One of the ways in which digital HRM can impact employee performance is by
providing employees with greater autonomy and flexibility (Kane et al., 2019). For
example, digital HRM technologies, such as mobile apps and cloud-based HR
systems, can enable employees to access HR services and information remotely, at
any time (Aladwani et al., 2020). This can improve employee performance by
providing employees with greater control over their work and lives.

Another way in which digital HRM can impact employee performance is by
providing employees with opportunities for learning and development (Gloet &
Samson, 2019). For example, digital HRM technologies, such as online learning
platforms and social media, can provide employees with access to training and
development programs, as well as opportunities for networking and collaboration
(Buckley et al., 2019). This can improve employee performance by providing
employees with the skills and knowledge they need to succeed in their jobs. Digital
HRM can also impact employee performance by providing employees with greater
feedback and recognition (Kane et al., 2019). For example, digital HRM technologies,
such as performance management systems and social media, can provide employees
with regular feedback and recognition, as well as opportunities for rewards and
incentives (Aladwani et al., 2020). This can improve employee performance by
providing employees with a sense of accomplishment and recognition.

Moreover, digital HRM can impact employee performance by providing employees
with greater opportunities for communication and collaboration (Gloet & Samson,
2019). For example, digital HRM technologies, such as social media and
collaboration platforms, can provide employees with opportunities for communication
and collaboration, as well as access to information and resources (Buckley et al.,
2019). This can improve employee performance by providing employees with a sense
of connection and community. Digital HRM can also have negative impacts on
employee performance, such as increasing stress and workload (Kane et al., 2019).
For example, digital HRM technologies, such as email and instant messaging, can
increase employee stress and workload by providing employees with constant access
to work-related information and tasks (Aladwani et al., 2020). This can decrease
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employee performance by providing employees with a sense of burnout and
exhaustion.

To mitigate these negative impacts, organizations can implement strategies to support
employee well-being and work-life balance, such as providing employees with access
to wellness programs and flexible work arrangements (Gloet & Samson, 2019).
Organizations can also implement strategies to support employee learning and
development, such as providing employees with access to training and development
programs, as well as opportunities for networking and collaboration (Buckley et al.,
2019).

In addition, organizations can implement strategies to support employee feedback and
recognition, such as providing employees with regular feedback and recognition, as
well as opportunities for rewards and incentives (Kane et al., 2019). Organizations
can also implement strategies to support employee communication and collaboration,
such as providing employees with opportunities for communication and collaboration,
as well as access to information and resources (Aladwani et al., 2020). The impact of
digital HRM on employee performance is complex and multifaceted (Bharadwaj et
al., 2013). While digital HRM can have positive impacts on employee performance,
such as providing employees with greater autonomy and flexibility, it can also have
negative impacts, such as increasing stress and workload (Kane et al., 2019). To
maximize the positive impacts of digital HRM on employee performance,
organizations must implement strategies to support employee well-being, learning and
development, feedback and recognition, and communication and collaboration.

The use of digital HRM technologies, such as performance management systems and
social media, can provide employees with regular feedback and recognition, as well
as opportunities for rewards and incentives (Gloet & Samson, 2019). This can
improve employee performance by providing employees with a sense of
accomplishment and recognition. Digital HRM can impact employee performance by
providing employees with greater opportunities for communication and collaboration
(Buckley et al., 2019). For example, digital HRM technologies, such as social media
and collaboration platforms, can provide employees with opportunities for
communication and collaboration, as well as access to information and resources
(Aladwani et al., 2020).

Digital HRM can also impact employee performance by providing employees with
greater autonomy and flexibility (Kane et al., 2019). For example, digital HRM
technologies, such as mobile apps and cloud-based HR systems, can enable
employees to access HR services and information remotely, at any time (Gloet &
Samson, 2019).

In addition, digital HRM can impact employee performance by providing employees

with greater opportunities for learning and development (Buckley et al., 2019). For
example, digital HRM technologies, such as online learning platforms and social
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media, can provide employees with access to training and development programs, as
well as opportunities for networking and collaboration (Aladwani et al., 2020).

Overall, the impact of digital HRM on employee performance is significant, and
organizations must implement strategies to support employee well-being, learning and
development, feedback and recognition, and communication and collaboration (Kane
et al., 2019). By doing so, organizations can maximize the positive impacts of digital
HRM on employee performance and achieve their strategic objectives.

Gap in Literature

Despite the growing body of research on digital HRM and its impact on employee
performance, there is a need for further investigation into the specific challenges and
opportunities faced by organizations in developing countries. Many of the existing
studies on digital HRM have focused on organizations in developed countries, and
there is a lack of research on the experiences of organizations in developing countries.
This is a significant gap in the literature, as organizations in developing countries may
face unique challenges and opportunities in implementing digital HRM practices.

Another gap in the literature is the lack of research on the impact of digital HRM on
employee performance in small and medium-sized enterprises (SMEs). Many of the
existing studies on digital HRM have focused on large organizations, and there is a
need for further research on the experiences of SMEs. SMEs may face unique
challenges and opportunities in implementing digital HRM practices, and further
research is needed to understand the impact of digital HRM on employee performance
in these organizations.

Finally, there is a need for further research on the role of cultural and institutional
factors in shaping the impact of digital HRM on employee performance. Many of the
existing studies on digital HRM have focused on the technical aspects of digital
HRM, and there is a lack of research on the cultural and institutional factors that
influence the adoption and implementation of digital HRM practices. Further research
is needed to understand the role of cultural and institutional factors in shaping the
impact of digital HRM on employee performance, particularly in developing
countries.

Theoretical Framework

Technology Acceptance Model (TAM) combined with the Job Demands-Resources
(JD-R) model.

The Technology Acceptance Model (TAM) (Davis, 1989) explains how users form
attitudes and intentions towards using a new technology. The model posits that two
main factors influence an individual's intention to use a technology: Perceived
Usefulness (PU) and Perceived Ease of Use (PEU).

The Job Demands-Resources (JD-R) model (Bakker & Demerouti, 2007) explains
how job demands and resources influence employee engagement and performance.
The model posits that job demands (e.g., workload, time pressure) can lead to burnout
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and decreased performance, while job resources (e.g., autonomy, feedback, social
support) can lead to engagement and improved performance.

By combining TAM and JD-R, the framework can explain how digital transformation

and HRM innovation influence employee engagement and performance. Specifically:

e Digital transformation and HRM innovation can increase Perceived Usefulness
(PU) and Perceived Ease of Use (PEU) of new technologies, leading to increased
intention to use and actual use.

e The use of new technologies can influence job demands (e.g., increased
workload, time pressure) and job resources (e.g., increased autonomy, feedback,
social support).

e Job demands and resources can, in turn, influence employee engagement (e.g.,
motivation, commitment, job satisfaction) and performance (e.g., productivity,
quality of work).

This combined framework provides a comprehensive understanding of the impact of
digitalization and HRM innovation on employee engagement and performance.

Data Collection

The data for this study were collected from secondary sources, including the annual
reports of Nigerian SMEs, the websites of Nigerian SMEs analyzed to gather
information on their HRM practices, employee engagement initiatives, and
performance management systems, the social media platforms of Nigerian SMEs,
industry reports and research studies on digital transformation, HRM innovation, and
employee engagement in Nigerian SMEs analyzed to gather information on best
practices and trends.

Method of Data Presentation and Analysis

The study adopted qualitative descriptive analysis which is an aspect of content
analysis. The qualitative descriptive analysis enabled the researcher to scrutinize the
contents of the documents in order to understand their underlying structure, ideas and
concepts and the message they relate in this study.

V. Discussion

Hypothesis One
Digitalization positively influences HRM innovation in Nigerian SMEs, leading to
improved HRM practices and processes.

The hypothesis that digitalization positively influences HRM innovation in Nigerian
SMEs, leading to improved HRM practices and processes, is a timely and relevant
topic for discussion. Digitalization has become a critical aspect of modern business,
as organizations seek to leverage technology to improve their operations, products,
and services (Kane et al., 2019). In the context of Nigerian SMEs, digital
transformation can play a crucial role in driving HRM innovation. Nigerian SMEs
face unique challenges, such as limited resources, inadequate infrastructure, and
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intense competition (Adeyeye et al., 2020). Digital transformation can help Nigerian
SMEs overcome these challenges by providing them with access to new technologies,
tools, and platforms that can improve their HRM practices and processes.

One of the ways in which digital transformation can influence HRM innovation in
Nigerian SMEs is by providing them with access to digital HRM systems. Digital
HRM systems can help Nigerian SMEs streamline their HRM processes, improve
their recruitment and selection processes, and enhance their employee engagement
and retention strategies (Aladwani et al., 2020).

Moreover, digitalization can also influence HRM innovation in Nigerian SMEs by
providing them with access to new technologies, such as artificial intelligence,
blockchain, and the Internet of Things (1oT). These technologies can help Nigerian
SMEs improve their HRM practices and processes, such as talent management,
performance management, and employee development (Buckley et al., 2019).
Digitalization can also influence HRM innovation in Nigerian SMEs by providing
them with access to new platforms and tools, such as social media, mobile apps, and
cloud-based HR systems. These platforms and tools can help Nigerian SMEs improve
their HRM practices and processes, such as recruitment, employee engagement, and
employee retention (Gloet & Samson, 2019).

However, despite the potential benefits of digitalization for HRM innovation in
Nigerian SMEs, there are also several challenges that need to be addressed. One of
the main challenges is the lack of digital literacy and skills among HR professionals
in Nigerian SMEs (Adeyeye et al., 2020). Another challenge is the limited availability
of digital HRM systems and tools in Nigeria. Many Nigerian SMEs lack access to
digital HRM systems and tools, which can make it difficult for them to improve their
HRM practices and processes (Aladwani et al., 2020).

More so, there is also a need for more research on the impact of digital transformation
on HRM innovation in Nigerian SMEs. While there is a growing body of research on
digital transformation and HRM innovation, there is a need for more studies that
focus specifically on the Nigerian context (Kane et al., 2019). In addition, there is also
a need for more practical guidance and support for Nigerian SMEs that are seeking to
leverage digital transformation to improve their HRM practices and processes. This
can include the development of new frameworks, models, and tools that can help
Nigerian SMEs navigate the challenges and opportunities of digital transformation
(Buckley et al., 2019).

Overall, the hypothesis that digitalization positively influences HRM innovation in
Nigerian SMEs, leading to improved HRM practices and processes, is a timely and
relevant topic for discussion. While there are several challenges that need to be
addressed, the potential benefits of digital transformation for HRM innovation in
Nigerian SMEs are significant. The use of digital HRM systems, for example, can
help Nigerian SMEs streamline their HRM processes, improve their recruitment and
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selection processes, and enhance their employee engagement and retention strategies
(Aladwani et al., 2020).

The use of new technologies, such as artificial intelligence, blockchain, and the 10T,
can help Nigerian SMEs improve their HRM practices and processes, such as talent
management, performance management, and employee development (Buckley et al.,
2019). The use of new platforms and tools, such as social media, mobile apps, and
cloud-based HR systems, can help Nigerian SMEs improve their HRM practices and
processes, such as recruitment, employee engagement, and employee retention (Gloet
& Samson, 2019).

In addition, the use of digitalization can also help Nigerian SMEs improve their
overall business performance, such as increased revenue, improved productivity, and
enhanced competitiveness (Kane et al., 2019). Despite the potential benefits of
digitalization for HRM innovation in Nigerian SMEs, there is a need for more
research on the impact of digital transformation on HRM innovation in Nigerian
SMEs. While there is a growing body of research on digital transformation and HRM
innovation, there is a need for more studies that focus specifically on the Nigerian
context (Adeyeye et al., 2020). This analysis supports our first hypothesis which says
that digital transformation positively influences HRM innovation in Nigerian SMEs,
leading to improved HRM practices and processes.

Hypothesis Two

HRM innovation significantly impact employee engagement in Nigerian SMEs
undergoing digital transformation.

The hypothesis that HRM innovation significantly impacts employee engagement in
Nigerian SMEs undergoing digital transformation is a timely and relevant topic for
discussion. Employee engagement is a critical aspect of organizational success, as it
can lead to improved productivity, job satisfaction, and retention (Kane et al., 2019).
HRM innovation refers to the use of new and creative approaches to manage human
resources, such as the use of digital technologies, social media, and analytics
(Bharadwaj et al., 2013). In the context of Nigerian SMEs undergoing digital
transformation, HRM innovation can play a crucial role in enhancing employee
engagement.

Digital transformation can bring about significant changes in the way organizations
operate, and HRM innovation can help to facilitate this transformation (Aladwani et
al., 2020). For example, the use of digital HRM systems can help to streamline HR
processes, improve communication, and enhance employee experience. HRM
innovation can also help to address some of the challenges faced by Nigerian SMEs,
such as limited resources, inadequate infrastructure, and intense competition
(Adeyeye et al., 2020). By leveraging digital technologies and innovative HR
practices, Nigerian SMEs can improve their competitiveness and achieve their
strategic objectives.
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One of the ways in which HRM innovation can impact employee engagement is by
providing employees with greater autonomy and flexibility (Kane et al., 2019). For
example, the use of digital HRM systems can enable employees to access HR services
and information remotely, at any time. Another way in which HRM innovation can
impact employee engagement is by providing employees with opportunities for
learning and development (Gloet & Samson, 2019). For example, the use of digital
learning platforms can provide employees with access to training and development
programs, as well as opportunities for networking and collaboration.

Furthermore, HRM innovation can also impact employee engagement by providing
employees with greater feedback and recognition (Buckley et al., 2019). For example,
the use of digital performance management systems can provide employees with
regular feedback and recognition, as well as opportunities for rewards and incentives.
Despite the potential benefits of HRM innovation for employee engagement, there are
also several challenges that need to be addressed. One of the main challenges is the
lack of digital literacy and skills among employees in Nigerian SMEs (Adeyeye et al.,
2020). Another challenge is the limited availability of digital HRM systems and tools
in Nigeria. Many Nigerian SMEs lack access to digital HRM systems and tools,
which can make it difficult for them to improve their HRM practices and processes
(Aladwani et al., 2020).

In conclusion, HRM innovation can play a crucial role in enhancing employee
engagement in Nigerian SMEs undergoing digital transformation. However, there is a
need for more research, practical guidance, and support to help Nigerian SMEs
leverage HRM innovation to improve employee engagement. From the discussion
above, we accept the second hypothesis which says that HRM innovation
significantly impact employee engagement in Nigerian SMEs undergoing digital
transformation.

Hypothesis Three
There is a relationship between digitalization, HRM innovation, and employee
performance in Nigerian SMEs

The hypothesis that there is a relationship between digitalization, HRM innovation,
and employee performance in Nigerian SMEs is a timely and relevant topic for
discussion. Digital transformation has become a critical aspect of modern business, as
organizations seek to leverage technology to improve their operations, products, and
services (Kane et al., 2019).

HRM innovation refers to the use of new and creative approaches to manage human
resources, such as the use of digital technologies, social media, and analytics
(Bharadwaj et al., 2013). In the context of Nigerian SMEs, HRM innovation can play
a crucial role in enhancing employee performance. Digitalization can bring about
significant changes in the way organizations operate, and HRM innovation can help to
facilitate this transformation (Aladwani et al., 2020). For example, the use of digital
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HRM systems can help to streamline HR processes, improve communication, and
enhance employee experience.

Moreover, HRM innovation can also help to address some of the challenges faced by
Nigerian SMEs, such as limited resources, inadequate infrastructure, and intense
competition (Adeyeye et al., 2020). By leveraging digital technologies and innovative
HR practices, Nigerian SMEs can improve their competitiveness and achieve their
strategic objectives.

One of the ways in which digitalization can impact employee performance is by
providing employees with greater autonomy and flexibility (Kane et al., 2019). For
example, the use of digital technologies can enable employees to work remotely,
access information and resources online, and communicate with colleagues and
customers more effectively. Another way in which digital transformation can impact
employee performance is by providing employees with opportunities for learning and
development (Gloet & Samson, 2019). For example, the use of digital learning
platforms can provide employees with access to training and development programs,
as well as opportunities for networking and collaboration.

Furthermore, digitalization can also impact employee performance by providing
employees with greater feedback and recognition (Buckley et al., 2019). For example,
the use of digital performance management systems can provide employees with
regular feedback and recognition, as well as opportunities for rewards and incentives.

HRM innovation can also play a crucial role in enhancing employee performance in
Nigerian SMEs. For example, the use of innovative HR practices, such as
gamification and employee recognition programs, can help to motivate and engage
employees (Adeyeye et al., 2020). HRM innovation can also help to address some of
the challenges faced by Nigerian SMEs, such as high employee turnover and low
productivity (Aladwani et al., 2020). By leveraging innovative HR practices and
digital technologies, Nigerian SMEs can improve their employee retention and
productivity.

However, despite the potential benefits of digital transformation and HRM innovation
for employee performance, there are also several challenges that need to be addressed.
One of the main challenges is the lack of digital literacy and skills among employees
in Nigerian SMEs (Adeyeye et al., 2020). Another challenge is the limited availability
of digital HRM systems and tools in Nigeria. Many Nigerian SMEs lack access to
digital HRM systems and tools, which can make it difficult for them to improve their
HRM practices and processes (Aladwani et al., 2020).

In conclusion, digital transformation and HRM innovation can play a crucial role in
enhancing employee performance in Nigerian SMEs. However, there is a need for
more research, practical guidance, and support to help Nigerian SMEs leverage digital
transformation and HRM innovation to improve employee performance. This
discussion supports our third hypothesis which says that there is a relationship
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between digital transformation, HRM innovation, and employee performance in
Nigerian SMEs.

Findings

e Lack of digital literacy: Many employees in Nigerian SMEs lack the digital
skills and literacy required to effectively utilize digital technologies, hindering
employee engagement and performance.

e Limited adoption of digital HRM systems: Nigerian SMEs have been slow to
adopt digital HRM systems, resulting in manual and inefficient HR processes that
negatively impact employee engagement and performance.

e Inadequate training and development programs: Many Nigerian SMEs do not
provide adequate training and development programs for employees, limiting
their ability to develop new skills and adapt to changing job requirements.

e Poor communication and feedback: Nigerian SMEs often have poor
communication and feedback mechanisms, leading to disengaged employees who
feel undervalued and unappreciated.

e Limited use of digital technologies for employee engagement: Nigerian SMEs
have not fully leveraged digital technologies to enhance employee engagement,
such as using social media, mobile apps, and collaboration platforms.

e Inadequate performance management systems: Many Nigerian SMEs have
inadequate performance management systems, making it difficult to measure and
evaluate employee performance.

e Lack of employee recognition and rewards: Nigerian SMEs often fail to
recognize and reward employees for their contributions, leading to decreased
motivation and engagement.

e Insufficient data-driven decision-making: Nigerian SMEs often make
decisions without relying on data and analytics, leading to ineffective HRM
practices and poor employee outcomes.

Recommendations

o Develop digital literacy programs: Nigerian SMEs should develop digital
literacy programs to equip employees with the necessary skills to effectively
utilize digital technologies.

e Adopt digital HRM systems: Nigerian SMEs should adopt digital HRM systems
to streamline HR processes, improve communication, and enhance employee
experience.

e Provide regular training and development programs: Nigerian SMEs should
provide regular training and development programs to help employees develop
new skills and adapt to changing job requirements.

e Implement effective communication and feedback mechanisms: Nigerian
SMEs should implement effective communication and feedback mechanisms to
ensure that employees feel valued, heard, and recognized.

e Leverage digital technologies for employee engagement: Nigerian SMEs
should leverage digital technologies, such as social media, mobile apps, and
collaboration platforms, to enhance employee engagement and experience.
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e Develop robust performance management systems: Nigerian SMEs should
develop robust performance management systems to measure and evaluate
employee performance, provide regular feedback, and identify areas for
improvement.

e Implement employee recognition and rewards programs: Nigerian SMEs
should implement employee recognition and rewards programs to motivate and
engage employees, and to recognize and reward their contributions.

e Use data-driven decision-making: Nigerian SMEs should use data-driven
decision-making to inform HRM practices, measure employee outcomes, and
identify areas for improvement.

V. Conclusion

The impact of digitalization and HRM innovation on employee engagement and
performance in Nigerian SMEs is a complex and multifaceted issue. The findings of
this study have highlighted the significance of digital transformation and HRM
innovation in enhancing employee engagement and performance in Nigerian SMEs.
The study has also identified several challenges and limitations that hinder the
effective adoption and implementation of digital transformation and HRM innovation
in Nigerian SMEs.

Despite these challenges, the potential benefits of digitalization and HRM innovation
for employee engagement and performance in Nigerian SMEs are undeniable. By
leveraging digital technologies and innovative HR practices, Nigerian SMESs can
improve their competitiveness, productivity, and overall performance. Moreover,
digital transformation and HRM innovation can also enhance the overall employee
experience, leading to increased job satisfaction, motivation, and engagement. As
Nigerian SMEs continue to navigate the complexities of the digital age, it is
imperative that they prioritize digitalization and HRM innovation to remain
competitive and achieve their strategic objectives.

Ultimately, the success of digitalization and HRM innovation in Nigerian SMEs
depends on the ability of these organizations to adapt, innovate, and evolve in
response to changing market conditions and employee needs. By embracing digital
transformation and HRM innovation, Nigerian SMEs can unlock new opportunities
for growth, innovation, and success. As the Nigerian business landscape continues to
evolve, it is essential that SMEs prioritize digital transformation and HRM innovation
to remain relevant, competitive, and sustainable in the long term.
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