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Abstract

In today’s rapidly evolving digital landscape, Human Resource Management (HRM) practices in small and
medium-sized enterprises (SMEs) are undergoing significant change as they integrate new technologies into
everyday operations. However, much attention has been given to large corporations, and the lived experiences
of SME managers navigating HR digitalisation remain underexplored. This study delves into how digital
transformation reshapes HR functions within New Zealand SMEs, where formal HR departments are often
absent and SME managers are responsible for recruitment, performance management, and employee

engagement.

Using a qualitative, interpretivist approach, this research captures the lived experiences of 11 SME
managers through semi-structured interviews. These participants, selected via snowball and convenience
sampling, share practical insights into using digital HR tools. This study used the Technology Acceptance
Model (TAM) and the Resource-Based View (RBV) as the theoretical framework. Findings reveal that some
SME:s are increasingly integrating technologies such as payroll, rostering, and communication tools to automate
routine HR functions and reduce administrative burden. However, some SMEs use more advanced HR
ecosystems for their day-to-day operations. These tools were being adapted and customised to suit internal
workflows. This allowed SMEs to build strategic digital capabilities and transform the HR function. This
supports efficiency, transparency, and data-informed decision-making. Finally, the study identifies key barriers
that shape digital adoption, including cognitive overload, skill limitations, and low awareness. Yet, it also shows

how SME adapt and learn through experience, reshaping their digital strategies over time.
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Chapter 1: Introduction

This study explores how digital transformation impacts Human Resource Management (HRM) within
small and medium-sized enterprises (SMEs) in New Zealand. It investigates how the aftermath of digital
transformation changes the HR functions, how SME managers experience the digital transformation process,
and the operational and strategic changes that follow. This section introduces the background of HR
digitalisation, with a clear problem statement highlighting gaps in our current understanding, particularly
regarding how SME managers experience these changes. The research guides three main research questions to
set the study's scope and direction. This is followed by a research objective and a summary of the study's main
contributions. The chapter ends with a brief overview of the thesis structure. The following section outlines the

HRM background and the emerging role of technology in transforming HR functions.
1.1  Background

Digital Transformation refers to integrating digital technologies into all areas of an organisation,
fundamentally changing how companies deliver value to customers and engage their employees (Fitzgerald et
al., 2014). Digital tools enable HR professionals to make data-driven decisions, enhance employee experience,
and improve operational efficiency (Bondarouk & Brewster, 2016). The digital tools and technologies have
changed HRM's role from an administrative function to a more strategic partner within organisations (Marler
& Boudreau, 2017). With digital tools, HR professionals can shift away from traditional, time-consuming tasks
such as manual recruitment and payroll processing (Vrontis et al., 2022). As a result, HR's role has evolved
into a more integrated function by leveraging digital tools to improve operational efficiency. However, this
transformation has not been without challenges. Many HR professionals have struggled to acquire the digital
skills necessary to adopt new digital tools (Caldwell & Peters, 2018). However, the increasing availability of
these digital tools and systems allows organisations to automate administrative functions and enhance strategic

decision-making (Minbaeva et al., 2002).

SME:s often lack dedicated HR departments or advanced IT infrastructure compared to larger
organisations. This makes their digital transformation journey more incremental and context-sensitive (Lepak
et al., 2006). Nevertheless, some SMEs have already adopted cloud-based HR platforms to streamline HR
processes, reducing administrative burdens, enhancing decision-making, and improving organisational
performance (Porkodi & Cedro, 2025). These tools offer real-time access to employee data, automate routine
tasks, and enable managers to make faster, more informed HR decisions. The COVID-19 pandemic further
accelerated this shift by forcing businesses to embrace digital systems to maintain operations remotely
(Carnevale & Hatak, 2020).

Globally, the market for digital HR technology has expanded rapidly. According to a recent Deloitte
(2023) report, the global HR technology market was valued at approximately USD 24 billion in 2022 and is



projected to grow at a compound annual growth rate (CAGR) of 10.4% over the next five years. This growth
is fuelled by rising demand for HR analytics, cloud-based platforms, and tools that support hybrid work models.
In New Zealand, where this study is based, SMEs comprise 97% of all businesses (MBIE, 2022). Their
increasing reliance on digital systems is evident, though adoption varies significantly depending on industry,

leadership mindset, and digital capability.

This study draws on two key theoretical frameworks to understand how SMEs make sense of this shift.
The Technology Acceptance Model (TAM) (Davis, 1989) explains how SME managers adopt and continue
using digital tools based on perceived usefulness and ease of use. Meanwhile, the Resource-Based View (RBV)
(Barney, 1991) provides a strategic lens for understanding how digital HR capabilities can become internal
resources that enhance long-term competitiveness. These frameworks together guide the analysis of both
practical experiences and strategic outcomes of digital HRM. Digital HRM has rapidly become a central feature
of SME operations, reshaping how small businesses manage people and processes in an increasingly
competitive environment. Alongside this transformation come various practical and strategic challenges that
raise important questions about technology integration, managerial adaptation, and long-term sustainability.
These issues are theoretical and deeply personal, rooted in my lived experiences navigating HRM within an

SME context, as outlined in the following section.

1.2  Motivation of the Study

My journey with small and medium-sized enterprises began over a decade ago, in 2012, when I first
stepped into the store manager role. Since then, I have worn many hats, handling operations, administrations,
and HR duties. As the businesses grew, the complexity of these duties and managing people also increased. I
realised just how critical it was to have an effective HR system. However, that realisation came with frustration.
Most of the HR platforms on the market were either too expensive, too complex to integrate, or targeted at
large organisations. Many of the HR platforms did not match our SMEs’ needs. Some systems were not a good
fit for a small business like mine. I was not alone. A common problem mentioned when I had conversations
with other SME owners and managers as well: many of the SMEs still relied on spreadsheets, paper forms, and
fragmented HR tools to manage recruitment, onboarding, payroll, and performance. It wasn’t that we didn’t

want better systems; the available options simply didn’t fit our scale, budget, or operational workflows.

These lived experiences made me curious. I began to wonder: How are other SMEs adapting to the
digital shift in HR? What tools are they using? How do they make decisions about adoption, and what
challenges do they face along the way? One day, I realised that our HR tasks had become inefficient without a
proper digital solution. We emailed forms back and forth, tracked sick leave on a shared spreadsheet, and
managed payroll manually each month. Sometimes, a holiday pay calculation error led to an awkward

conversation with a staff member, which could have been avoided entirely with the right system. Around the



same time, I began noticing how larger firms in my network had fully digital HR systems that made everything
from onboarding to performance management smooth and transparent. Their staff had self-service portals,

automated reminders, and policy access in a few clicks.

Meanwhile, we were still chasing signatures and filing documents in cabinets. It felt like we were
falling behind. Still, the cost and complexity of these systems made me hesitant. Do they work for a team of
ten or fifteen people? Would they integrate with the tools we already use? How and who would manage the

system? These questions lingered every time I considered investing in a new platform.

My motivation for this research grew as I began to see that the challenges SMEs face in digital
transformation go far beyond simply acquiring the right tools. They are deeply tied to managers’ mindsets
regarding adopting digital tools, the resources they access, and the unique way their businesses operate. Many
SME managers I spoke with were not resistant to change; they were cautious. They wanted to make smart
decisions, not just jump on digital trends. However, the lack of guidance and real-world insight often made
them indecisive. Some SME managers shared stories of trying out a new HR platform only to abandon it weeks
later because the setup was too complicated or the staff resisted using it. Others had positive stories, where a
well-chosen tool saved them hours of manual work and made staff feel more empowered. These experiences
highlighted the complexity of digital change, not just in terms of technology, but in human response. I also
noticed that while many academic studies discuss the benefits of digital HRM, very few focus on how SMEs
experience it. Most research highlights large enterprises with more resources, structured systems, and dedicated
IT teams. However, in reality, the challenges for SMEs are quite different. They face tighter margins, limited

time, and a greater need for flexible, easy-to-implement solutions.

Alongside my personal experiences, the gaps [ discovered in the existing literature motivated me to
explore this topic more deeply. I was not just curious about what digital HR tools SMEs used; I wanted to
understand the thinking behind their choices. Why did they pick specific systems over others? How were these
tools configured to suit their unique business models? Moreover, once adopted, what changes did they bring
about? This curiosity aligned with a noticeable gap in academic research: while digital HR transformation has
been widely studied in large organisations, the same cannot be said for SMEs. As Lokuge and Duan (2021)
pointed out, very few empirical studies examine how small and medium enterprises adopt and configure HR
technologies, with findings often remaining fragmented. Proietti and Magnani (2025) highlights a growing
divide between SMEs and larger companies regarding their ability to adopt tools due to barriers such as cost,
scale, and expertise. As I spoke with other SME managers, it became clear that adopting technology did not
just affect their tasks; it was reshaping the structure of their HR functions. Digital tools were not just
streamlining processes; they changed how businesses approached onboarding, performance management, and

employee engagement. However, literature remains limited in showing how such strategic and operational



shifts unfold in real-life SME settings. Gao (2024) notes that “our knowledge is but a fraction of the unknown”
when it comes to HRM’s digital transformation. Adiazmil et al. (2024) emphasises that implementation hurdles

like resistance to change and unclear skill requirements are often overlooked in strategic alignment.

My reflections and observations led me beyond the systems themselves. I became fascinated with the
people behind them, the SME managers making the decisions. What beliefs or assumptions shaped how they
approached digital HR tools? Were they confident in their choices or operating out of necessity and guesswork?
I was especially interested in how they made sense of digital change, often without formal training or specialist
support. This pointed to another significant gap in existing research: the lived experiences and decision-making
processes of SME managers during digital transformation remain largely underexplored. Negt and Haunschild
(2025) noted that the disconnect between HRM research and real-world practice has not been thoroughly
studied. Similarly, Rahman et al. (2023) observed that managers take varied measurement and control systems
approaches, yet their perspectives are rarely examined. These insights highlighted how little we know about
how SME Managers navigate digital HRM, how they learn, adapt, and lead through uncertainty. Reflecting on
this, I realised that digital HR transformation in SMEs is not just about software or automation. It is about
mindset. It is about reshaping how managers think and lead. It is about developing new capabilities while
preserving core values like human connection and trust, especially in smaller businesses, where relationships
are close-knit and culture is personal. That human side of transformation, the balancing act between tech and

people, is where I believe the most meaningful change and research insight lies.

Another key motivation for this study was to make research more relevant and grounded. Too often,
academic studies are disconnected from the realities of the people they aim to help. I hope to bring those
realities to the forefront by focusing on authentic voices through 11 interviews with SME managers in New
Zealand. Their stories offer valuable insight into what digital transformation looks like from the inside, with
all its challenges, surprises, and small wins. Ultimately, this research is personal. It reflects my journey as a
business manager/owner navigating HR challenges and as a learner, trying to understand what works, what
does not, and why it matters. Through this study, I hope to provide a deeper understanding of how digital HR
transformation unfolds in the everyday context of SMEs and how it can be better supported through practical,
accessible strategies. To situate this personal experience within the broader academic landscape, the following
section outlines the specific problem this study addresses, highlighting key gaps in current research on HR

digitalisation in SMEs.

1.3 Statement of the Problem

Although digital transformation is accelerating across industries, a substantial gap exists in
understanding how HR technology is practically used within small and medium-sized enterprises (SMEs),

particularly in New Zealand. Academic research in this area remains limited, fragmented, and often skewed



toward the experiences of large organisations (Gao, 2024; Lokuge & Duan, 2021; Proietti & Magnani, 2025).
Most existing studies focus on broad technological trends or adoption frameworks, with insufficient attention
to how these developments unfold in SMEs, where resources, staffing structures, and managerial roles differ
significantly (Storey & Greene, 2010). As a result, the key question remains: How has digital transformation
in HRM affected the management of human resource tasks in SMEs in New Zealand? This question is crucial
because New Zealand SMEs play a vital role in the local economy, and their digital maturity directly impacts

workforce development, staff retention, and long-term sustainability (MBIE, 2022; OECD, 2023).

While HR technology continues to advance rapidly, there remains a significant gap in our
understanding of how such tools are used in small and medium-sized enterprises (SMEs) to manage essential
HR functions. These functions, such as payroll processing, time and attendance tracking, recruitment, and
employee data management, are critical to business operations. However, the practical adoption of digital tools
to support them in SMEs is still under-researched (Lokuge & Duan, 2021). Much of the existing literature
focuses on large organisations, where dedicated HR teams, robust IT infrastructure, and ample budgets make
digital adoption more systematic and supported (Stone et al., 2015). In contrast, SMEs often rely on informal
HR structures, multitasking managers, and minimal technological support, which makes implementing and
integrating digital systems far more challenging. Proietti and Magnani (2025) pointed to a growing digital
divide, noting that SMEs face greater hurdles in adopting technologies like Al or cloud-based HR platforms
due to cost and technical complexity. Despite their outsized contribution to employment and economic
innovation, SMEs are rarely the focus of empirical research into how digital HR tools are used in daily practice.
This lack of insight makes it difficult to evaluate whether digital systems truly support SMEs in managing HR

functions more efficiently or are simply adding another layer of complexity to already overstretched operations.

Beyond the practical use of technology, there is also a limited understanding of how digital tools
transform the strategic and operational nature of HRM in SMEs. While digitalisation is often promoted as
increasing efficiency and innovation, the effects on HR processes, such as onboarding, performance
management, and employee development in smaller firms, are still poorly documented. Gao (2024) argues that
our knowledge of HRM transformation through digitalisation remains minimal, highlighting the need for more
granular analysis. Adiazmil et al. (2024) echo this concern, emphasising the difficulties SMEs face in aligning
digital transformation with strategic HR planning due to change resistance, uncertainty, and a lack of predictive
skills planning. These issues are especially pronounced in SMEs, where the absence of formal HR departments
and long-term planning frameworks means that digital tools can inadvertently disrupt workflows or deepen
inequalities if not implemented thoughtfully. The current literature provides little clarity on whether
digitalisation leads to a more strategic HR role in SMEs or merely automates routine tasks without addressing
deeper organisational needs. This creates a pressing need to examine how SMEs are not just using digital tools,

but transforming because of them.



There is a lack of research exploring the lived experiences of SME managers who are at the frontline
of digital HR transformation. Unlike corporate HR departments that are supported by digital change
specialists, SME managers often take on multiple roles. They are frequently required to make technology-
related HR decisions with minimal guidance.. Their perspectives on what works, what fails, and how they
adapt are rarely reflected in the literature. As Negt and Haunschild (2025) pointed out, the disconnect
between HRM research and practice has not been adequately investigated, particularly when it comes to
decision-making at the managerial level. Rahman et al. (2023) further support this, noting the wide variability
in how SME managers approach control systems, which suggests a need for more qualitative insight into
their reasoning and sensemaking. These managers are not just passive adopters of technology; they shape
how digital tools are experienced, implemented, and managed. The following research objectives have been
developed to guide an in-depth exploration of how digital HRM is experienced, implemented, and managed

within SME environments.

1.4  Research Objectives

The first objective is to explore how digital HR tools are being used in SMEs to manage core HR
functions such as recruitment, onboarding, performance management, and employee engagement. Rather than
focusing on a single platform or industry, this study adopts a broad approach, drawing from diverse SMEs
across different sectors in New Zealand. The research aims to capture the complexity and variation in how
digital technologies are adopted and integrated in real-world SME settings. Importantly, this study does not
take a purely technical view of digital transformation; instead, it emphasises the practical, day-to-day realities

faced by SME managers, including the challenges of tool selection, implementation, and ongoing use.

A second key objective is investigating the strategic and operational changes resulting from SMEs
adopting digital HR tools. While much of the existing literature emphasises efficiency gains or process
automation, this study aims to go further by examining how digital tools influence strategic HR capability
building, operational process impact, and the aftermath of digital transformation. Grounded in the Resource-
Based View (RBV), this part of the inquiry assesses whether and how digital HR tools offer sustained

competitive advantage to SMEs.

The third objective is to understand how SME managers cognitively and behaviourally experience the
digital transformation of HR. This study draws on the TAM to explore how managers perceive the usefulness
and ease of use of digital HR tools, and how these perceptions influence their decisions to adopt, adapt, or
reject such technologies. It also examines how these attitudes shift over time, especially in response to practical
challenges such as technical complexity, cognitive workload, and system misalignment. Unlike much existing
research, which often focuses on employees or IT professionals, this study foregrounds the lived experiences

of SME managers, typically both the decision-makers and end-users of HR technologies in small firms. Their



reflections reveal the tools used and how digital transformation is interpreted, learned, and adjusted in real-
world contexts. The research fills a crucial gap in digital HRM literature and offers insight into how strategic
thinking evolves in response to digital disruption by capturing this managerial perspective.

To fulfil these objectives, the study is guided by the following research questions: How has digital

transformation in HRM affected the management human resource tasks in SMEs in New Zealand?

Within this overarching research question, we explore three sub-questions:

1. How is HR technology used in SME to assist in the management of HR functions?
2. What are strategic and operational changes to the HRM practises due to digital HRM technology?
3. What has the been the experience of SMEs business managers in relation to the digitalization of HR

processes?

1.5 Research Design

This research utilised qualitative, semi-structured interviews to explore the digital transformation of
HRM within SMEs. The study focused on capturing the lived experiences of SME business owners/managers
of 11 participants, from various industries such as hospitality, retail, manufacturing, finance, Real estate, Legal,
and the services industry. Participants were selected through snowball convenience sampling to ensure
relevance and accessibility. Qualitative thematic analysis will be employed to analyse the data, allowing for
the identification of the key patterns and developing theoretical insights. The TAM and the RBV will further
inform the study, which provides a structured lens for interpreting how digital HR tools are adopted and
leveraged within SME contexts. The study is also positioned to contribute meaningful insights into a critical
and underexplored area of HRM practice by adopting this integrated approach, as outlined in the following

section.

1.6  Significance of the Study

This study will likely offer important contributions to theory and practice by exploring how digital
transformation is experienced, implemented, and managed within New Zealand’s SME sector. This area
remains underrepresented in current HRM literature. By focusing on the lived experiences of SME managers,
this research will provide a richer understanding of how digital tools are selected, adopted, and adapted in
resource-constrained business environments in SMEs. These insights will help close the gap between large-

scale digital HRM frameworks and the day-to-day realities faced by smaller firms.

Theoretically, this study will extend the TAM and the RBV in SME digitalisation. It will explore how

SME managers’ perceptions of usefulness and ease of use influence their adoption of HR technologies, and



how these tools, when tailored to specific organisational needs, become strategic resources that enhance
operational capability. These perspectives will deepen our understanding of digital transformation beyond
simple adoption, offering insight into the adaptation, integration, and evolution of HR tools over time in
smaller, agile businesses. This research will also shed light on how digital tools are reshaping the HR function
in SMEs, not just by automating administrative tasks but by enabling strategic shifts in how HR decisions are

made and people are managed.

The study will highlight how digital adoption can streamline recruitment, performance management,
and employee engagement. From a managerial perspective, the findings will provide practical guidance for
SME owners and managers looking to invest in HR technologies that are both scalable and effective. It will
help them make more informed decisions about selecting and using digital tools, especially in contexts with
limited resources and minimal IT support. For HR software developers, this research will underline the
importance of designing systems that are end-to-end, adaptable, and suitable for SMEs. Finally, for
policymakers and business advisors, the study will offer insights into the types of support, training, funding,
or advisory services SMEs need to succeed in their digital transformation journeys. This study aims to influence
future research, policy decisions, and business practices that support more effective, inclusive, and sustainable
digital transformation across the small business landscape by offering a grounded, practice- oriented view of

digital HRM in SMEs.

1.7  Organisation of the Thesis

This thesis provides an in-depth exploration of how digital transformation reshapes HRM practices
within SMEs with a comprehensive review of relevant literature, identifying critical gaps in existing research,
particularly the lack of qualitative insights into SMEs. The methodology chapter outlines the research design,
participant selection, interview procedures, and thematic analysis approach. Chapter four presents the key
findings, structured around the study’s three research questions and unpacks three core themes. These themes
are supported by rich interview data and mapped using the Gioia method to show the progression from raw
participant insights to theoretical dimensions. Chapter five offers a detailed discussion of these findings, linking
them to the literature and theoretical frameworks. It also outlines the study’s contributions to theory and
practice, includes a summary of the research outcomes, acknowledges its limitations, and offers
recommendations for future research. To establish the foundation for this investigation, the next chapter
critically reviews existing literature on digital transformation and its implications for HRM, with a particular

focus on the SME context.



Chapter 2 - Literature Review

2.1 Introduction

This chapter reviews the existing literature on digital transformation and its impact on HRM function.
It begins by outlining the historical evolution of HRM and the emergence of digital transformation as a strategic
enabler. The chapter then explores SHRM & RBYV, definitions, scope, key components, and drivers of digital
transformation in HRM, followed by a detailed examination of core HR functions such as recruitment, training,
performance management, and employee engagement. It further investigates how digital tools influence these
functions, supported by the TAM theoretical framework. It also highlights the significance of managerial

perceptions and the unique challenges and opportunities facing New Zealand SMEs.
2.2  Human Resource Management in the Digital Age

Human Resource Management (HRM) has undergone significant transformations over time. HRM
was primarily concerned as administrative functions, such as record-keeping, payroll, and compliance, which
were labour-intensive and limited in strategic value (Torrington et al., 2020). The early 20th century marked
the inception of scientific management principles introduced by Frederick Taylor, emphasising efficiency and
productivity through task specialisation and strict supervision (Taylor, 1911). These principles laid the
groundwork for HRM's evolution into a more formalised field, particularly within large organisations where
labour required systematic management. However, Taylor's approach, which treated employees as components
in a larger machine, faced criticism for overlooking human needs and emotions, which later influenced shifts

towards more human-centred approaches in HRM.

The human relations movement influenced the next significant shift in HRM in the mid-20th century.
Elton Mayo's Hawthorne Studies revealed that social and psychological factors in the workplace play a crucial
role in employee satisfaction and motivation, directly linking these elements to productivity (Mayo, 2004).
This period also saw the development of motivational theories, such as Abraham Maslow's hierarchy of needs.
He posited that individuals have varying needs that must be met in a hierarchical order, beginning with
physiological needs and advancing to self-actualisation (Maslow, 1943). These insights redefined HRM,
addressing employees' social and emotional needs as a more committed and productive workforce. This
evolution marked a turning point where HR became recognised as vital in creating a positive organisational

culture and employee engagement.



In the latter half of the 20th century, Strategic Human Resource Management (SHRM) emerged as
organisations increasingly recognised HR's potential to contribute to business strategy. Authors like Boxall et
al. (2007) argued that SHRM integrates HR practices with broader organisational objectives, positioning HR
as a critical partner in achieving competitive advantage. This strategic perspective shifted HR's role from
mere administrative support to a driver of organisational performance, emphasising talent acquisition,
employee development, and retention as core elements of business strategy. According to Wright et al. (2001)
the RBV, human capital is a unique asset that, when effectively managed, can provide a sustainable
competitive advantage. This perspective underscores the importance of aligning HR practices with
organisational goals, allowing companies to cultivate a capable, engaged workforce supporting long-term

Success.

The digital age brought another transformation in HRM, with electronic HRM (e-HRM) systems aimed
at automating traditional HR functions. Bondarouk and Ruél (2009) described e-HRM as the digital
management of HR processes, such as payroll, recruitment, and performance appraisal, which allows HR
professionals to shift focus from routine tasks to more strategic initiatives. This digitalisation has enhanced
HR's efficiency by enabling data-driven decision-making and improving the speed and accuracy of HR
operations. Strohmeier (2007) states that e-HRM provides a cost-effective approach to managing HR functions,
particularly in large organisations where such Automation can lead to significant resource savings.
Additionally, HR analytics has gained traction, enabling HR departments to gather insights on workforce
trends, predict talent needs, and assess the impact of HR initiatives on organisational performance (Angrave et
al., 2016). As a result, digital transformation in HRM has improved operational efficiency and equipped HR

professionals with tools to make more informed and strategic decisions.

In recent years, the focus of HRM has shifted to employee experience and digital engagement, driven
by the rise of cloud-based HR platforms, artificial intelligence (Al), and automation technologies. According
to Vrontis et al. (2022) these technologies, employee engagement and performance have been redefined. Digital
platforms such as employee self-service portals and mobile apps enable employees to access HR services
anytime, creating a more flexible and inclusive work environment. Similarly, Al-driven recruitment tools
streamline hiring by screening candidates, predicting cultural fit, and identifying top talent while reducing
biases and administrative workload (Mujtaba & Mahapatra, 2024). This evolution towards a digitally
connected HR environment reflects the shift towards employee-centric practices. This growing reliance on
digital tools and employee-centric technologies signals a broader shift in how HRM is conceptualised and
delivered. As HR functions become increasingly integrated with business technologies and strategic goals, the

importance of Strategic Human Resource Management (SHRM) has become more important.
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2.3  Strategic Human Resource Management (SHRM)

Strategic Human Resource Management (SHRM) refers to the deliberate alignment of HR practices
with an organisation’s strategic objectives to gain long-term competitive advantage (Boxall, 2012). It focuses
on tasks such as payroll, hiring, training, etc. SHRM emphasises how HR can directly contribute to the broader
business strategy. It integrates workforce planning, performance management, learning and development, and
organisational culture into strategic planning processes (Delery & Roumpi, 2017). Several scholars argue that
SHRM plays an important role in ensuring that human capital becomes a source of sustained value creation.
Becker and Huselid (2006) suggest that SHRM practices can improve organisational performance through
better employee engagement, innovation, and productivity. This view is supported by Katou (2017), who found
empirical evidence that strategic HR practices, particularly in recruitment and training, are significantly

associated with improved organisational effectiveness in small and medium-sized enterprises (SMEs).

The Resource-Based View (RBV) underpins many SHRM frameworks, asserting that human
resources are valuable, rare, inimitable, and non-substitutable (Barney, 1991). When HR strategies focus on
developing firm-specific knowledge and capabilities, it creates a workforce that is hard to replicate by
competitors, which supports long-term strategic goals. This perspective has led many organisations to treat HR
as a core strategic partner (Wright et al., 2001). SHRM has evolved further to respond to technological changes
and workforce expectations. Digital HR tools such as performance analytics, Al-based systems, and e-learning
platforms have transformed how organisations plan and deliver HR strategies (Bondarouk & Brewster, 2016).
Digital SHRM enables real-time data-driven decision-making, allowing HR teams to track talent metrics and

align them with business performance indicators.

However, not all researchers view SHRM as straightforward. Worland and Manning (2005) highlights
that strategic alignment does not always lead to positive outcomes, especially if it neglects employee well-
being or overlooks contextual factors like organisational culture and industry conditions. Similarly, Purcell and
Hutchinson (2007) argue that while SHRM may promise competitive advantage, the actual implementation
often falls short due to inconsistent managerial capability or lack of employee buy-in. Recent studies also
acknowledge the challenges faced by SMEs in implementing SHRM. Unlike large corporations, SMEs often
lack dedicated HR departments or strategic planning expertise, which can hinder the effective deployment of
SHRM frameworks (Sheehan, 2014). However, as digital tools become more accessible, SMEs have increasing
opportunities to embed strategic HR practices into their operations, especially in recruitment, talent retention,
and capability development (Panayotopoulou et al., 2003). This emphasis on leveraging internal strengths
through strategic HR practices aligns closely with the Resource-Based View (RBV) principles, highlighting

the role of unique organisational resources in achieving sustained competitive advantage.
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2.4 Resource-Based View (RBV)

The Resource-Based View (RBV) is a theoretical framework used in strategic and human resource
management research. This was introduced by Wernerfelt (1984) and further developed by Barney (1991).
RBYV suggests that an organisation’s sustainable competitive advantage is primarily derived from its internal
resources, which are value, rarity, inimitability, and Organisation (VRIO). This view shifts the focus away from
external market forces and instead emphasises the strategic role of firm-specific assets in achieving long- term
success. Barney (1991) argued that firms gain a competitive advantage when they possess resources that
competitors cannot easily acquire or replicate. These resources can be tangible, like physical assets, or

intangible, such as organisational culture, knowledge, or employee skills.

Several scholars have extended the RBV to explore how HR practices contribute to organisational
capabilities. Wright et al. (2001) noted that human capital becomes a source of competitive advantage only
when embedded within a supportive organisational context. They argue that simply hiring talented individuals
is not enough; organisations must also develop systems and cultures that enable those individuals to thrive and
contribute meaningfully. RBV has been adapted to include digital and technological capabilities. Augier and
Teece (2007) introduced the concept of dynamic capabilities: the firm’s ability to integrate, build, and

reconfigure internal and external competencies to respond to rapidly changing environments.

Scholars like Newbert (2007) have also warns that not all resources automatically lead to performance
gains. The way resources are combined and leveraged plays a crucial role. This is particularly relevant in small
and medium-sized enterprises (SMEs), where resources are often limited. SMEs strategically adopting digital
HR technologies tailored to their context can unlock new capabilities despite resource constraints. Saa-Perez
and Garcia-Falcon (2002) argue that integrating human resources with technology can lead to superior

performance if supported by strong managerial and organisational processes.

Furthermore, in their empirical study, Jiang et al. (2012) demonstrated that high-performance work
systems (HPWS), designed to develop valuable and unique employee capabilities, can mediate the relationship
between HR practices and firm performance. This shows the RBV logic that HR practices are most effective
when strategically aligned with long-term value creation. The RBV provides a useful lens for understanding
how firms, particularly SMEs, can leverage their internal resources, including digital HR capabilities, to build
a competitive advantage. While the RBV emphasises the strategic value of internal resources and capabilities,
digital transformation represents a key enabler that reshapes how these resources, particularly human and

technological, are configured and applied within organisations.
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2.5 Digital Transformation - Definition and Scope

Digital transformation (DT) refers to 'a process that aims to improve an entity by triggering significant
changes to its properties through combinations of information, computing, communication, and connectivity
technologies (Mikalef & Parmiggiani, 2022). In the context of HRM, there is a shift in the role of HR from
administrative tasks to strategic involvement in organisational decision-making. Many scholars see digital
transformation as driven by advancements in technology. Vial (2021) describes it as a process that leverages
the power of digital technologies such as artificial intelligence (Al), cloud computing, and big data analytics
to revolutionise the structure and processes of organisations. Similarly, Bissola and Imperatori (2019) argue
that technological tools allow HR departments to shift from administrative roles to more strategic functions by
leveraging data to drive business decisions.

Other scholars, such as Kane et al. (2015), view digital transformation as not only adopting new
technologies, but also as a part of a broader strategic realignment. From this viewpoint, digital transformation
involves rethinking the business model and aligning HRM processes with the organisation's strategic
objectives. Strohmeier (2007) posits that digital HR tools, particularly in recruitment and performance
management, can enhance the strategic role of HR by providing insights that help organisations attract, retain,

and develop talent that aligns with their long-term objectives.

Some researchers highlight the broader organisational changes necessitated by digital transformation.
According to Vrontis et al. (2022) digital transformation requires more than technological adoption. It is a
transformation of organisational culture, leadership, and employee engagement. They argue that managerial
perceptions and attitudes toward digital tools play a critical role in determining the success of digital
transformation efforts. Restrepo-Morales et al. (2024) support this view by highlighting that resistance to
change often exists for smaller firms, particularly SMEs. They note that limited resources and reluctance to

adopt new technologies can be significant barriers to digital transformation in these contexts.

Another view of digital transformation focuses on the impact on employees and their organisational
experiences. Parry and Tyson (2011) Emphasise that effective digital transformation in HRM can enhance
employee satisfaction, engagement, and productivity. The digital tools used for onboarding, training, and
performance appraisals also improve operational efficiency and employee experience. However, this
perspective acknowledges the potential downsides, such as the depersonalization of HR functions. Rahman et
al. (2023) warn that excessive use of technology could lead to a decline in face-to-face interactions and personal
engagement between managers and employees, which may affect workplace relationships. Therefore, while
digital tools can enhance the employee experience, there is a need for a balanced approach to maintain the

human element in HRM.
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From an economic standpoint, digital transformation brings benefits to organisations. The financial
investment in digital HR tools significantly improves efficiency, productivity, and employee engagement for
larger enterprises (Appelbaum, 2000). However, the cost of adopting digital tools can be a big challenge for
SMEs. Buisson et al. (2021) argue that digital transformation can offer long-term benefits, such as reduced
operational costs and improved decision-making through data analytics. However, the initial investment in
these technologies, training, and change management is a significant barrier for SMEs. These organisations

often face resource constraints that limit their ability to integrate digital solutions into their HR practices.

As highlighted, digital transformation can be viewed through multiple lenses. Technological, strategic,
and cultural dimensions highlight how digital tools and practices reshape HRM and organisational processes.
However, a balance of technological innovation with human elements is required to successfully integrate
digital tools and technologies into HRM. Examining the key components of digital transformation within HRM

is essential to better understand how these different perspectives translate into practice.

2.6 Key Components of Digital Transformation

Digital transformation relies on various digital tools and technologies. In HRM, mainly large
organisations use advanced digital tools and technologies to improve the HR process. The human resource
management systems (HRMS) allow larger organisations to store and access vast amounts of data remotely,
providing scalability and flexibility in managing human resources (Marler & Fisher, 2013). Another vital tool
is artificial intelligence, which is growing in automating repetitive HR tasks such as recruitment and talent
acquisition. Also, Al-powered tools like chatbots and applicant tracking systems (ATS) can process vast
amounts of candidate data, reducing bias and improving hiring efficiency. Al-based platforms can analyse
employee performance and recommend development plans to enhance skills, contributing to a more efficient
workforce (Tambe et al., 2019). The IoT is another significant technology in digital transformation, providing

new ways to monitor and optimise workplace environments (Hasiwar et al., 2024).

Digital transformation shifts the focus from manual, paper-based processes to automated, streamlined
workflows that offer greater efficiency and accuracy. Tools such as ATS allow organisations to automate job
postings, resume screening, and candidate communication, making the hiring process faster and more efficient
(Parry & Tyson, 2011). Employee onboarding is another HR process that has undergone significant
transformation due to digital tools. Traditional onboarding, which involves manual paperwork and orientation
sessions, is increasingly being replaced by digital onboarding platforms that provide employees with self-
service options to complete their paperwork, access training modules, and get acquainted with company

policies (Bauer, 2010).
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Digital tools have also transformed the process of performance management. Managers now conduct
performance reviews more frequently and rely on data-driven insights, replacing the traditional annual reviews
that often use subjective assessments (Schrage et al., 2019). Digital performance management systems allow
for continuous feedback and data-driven evaluations. Managers can track performance metrics in real time and
provide feedback more frequently, leading to more meaningful performance discussions and improved
employee development (Marler & Fisher, 2013). Training and development processes have also benefited from
digital transformation. E-learning platforms and Learning Management Systems (LMS) allow employees to
access training materials at their own pace and from any location, making learning more flexible and
personalized (Strohmeier, 2007). Overall, digital transformation in HRM processes ensures that operations are

more efficient, data-driven, and aligned with organisational goals.

The strategic dimension of digital transformation in HRM involves aligning HR functions with overall
business goals, ensuring that technology supports operational efficiency and long-term organisational
objectives. One of the key strategies in digital HRM is the adoption of data-driven decision-making.
Organisations can use advanced analytics to inform decisions related to talent management, workforce
planning, and employee engagement with available data from digital HR systems (Tambe et al., 2019). Another
strategic approach is continuous learning and development. Digital tools such as LMS and Al-driven learning
platforms support this strategy by providing employees access to learning resources tailored to their needs and
career goals (Hagel et al., 2017). Change management is another strategic component of digital transformation.
Implementing new digital tools requires a significant shift in organisational culture and processes, which can
often meet with resistance from employees and managers alike (Tummers et al., 2015). Therefore, effective
change management strategies are essential to adopt digital HRM practices successfully. It is important to note
that there is a limited number of established theoretical frameworks specifically designed to understand the use
and impact of digital tools in HRM. Most studies focus on describing tools or reporting outcomes, rather than
providing structured models for analysis or implementation. With a few exceptions (e.g. Strohmeier, 2007),
there is a notable gap in conceptual models that explain how digital HR tools are integrated and experienced
within organisational contexts, particularly in SMEs. This lack of frameworks represents a limitation in the
existing literature and presents an opportunity for further development. These frameworks will be revisited and

critically discussed in the context of this study's findings in later chapters.

2.7  Drivers of Digital Transformation

Several key drivers of digital transformation push organisations to adopt new technologies in their
operations. Technological advancements, competitive pressures, and organisational goals play significant roles
(Bharadwaj et al., 2013; Westerman et al., 2014)among these drivers. Each factor contributes to the urgency

and necessity for businesses to adopt new technologies. Technological advancements, such as artificial
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intelligence (Al), Automation, cloud-based HR systems, robotic process automation, and chatbots, have
revolutionised how businesses operate (Vial, 2021). Also, the rise of cloud-based systems has transformed how
organisations store and manage data, offering scalable and cost-effective solutions that support remote work
and collaboration (Marler & Fisher, 2013). This evolution of technology creates a need for organisations to
stay up-to-date with the latest digital tools to remain relevant in an increasingly digitalised world (Westerman

etal., 2014).

Competitive pressure is another significant driver of digital transformation as companies increasingly
adopt digital technologies into their operations. Adapting new technologies efficiently to competitors who can
deliver products and services more efficiently and effectively (Kane et al., 2015)is essential. Digital
transformation allows businesses to streamline operations, reduce costs, and improve customer experiences,
all essential to staying competitive in today's fast-paced market (Vial, 2021). Organisations face external
pressures to keep up with competitors who have embraced digital solutions such as e-commerce platforms,
customer relationship management (CRM) systems, and advanced analytics (Bharadwa;j et al., 2013). The
global nature of competition in the digital era means that organisations must continuously innovate and adapt
to maintain market share. They often find themselves disadvantaged if the companies fail to transform digitally,
as they cannot meet consumers' expectations or respond to their competitors' innovations (Sebastian et al.,
2020).

Digital transformation is also driven by organisational goals, often improving efficiency, enhancing
decision-making capabilities, and achieving long-term growth. Some organisations view digital transformation
as an operational efficiency method that automates routine tasks, reduces manual errors, and improves
workflow efficiency (Westerman et al., 2014). From an HR perspective, digital tools enable organisations to
streamline recruitment, payroll, and performance management processes, freeing HR professionals to focus on
more strategic initiatives (Psychogios et al., 2019). As every organisation's primary goal is to achieve long-

term success, these organisational goals related to innovation are powerful drivers of digital transformation.

The drivers of digital transformation collectively highlight the nature of this process. While
technological innovations serve as the foundation for this process, the pressures from competitors and
organisations' strategic objectives force businesses to adopt and integrate digital solutions into their operations.
As the digital landscape continues to improve, understanding these drivers is essential for organisations to

remain competitive.

2.8 Core Functions of Human Resource Management (HRM)

Human Resource Management (HRM) encompasses a set of core functions critical for managing an
organisation's most valuable resource, its people. Core functions include recruitment and selection, training

and development, performance management, and employee engagement. Recruitment and selection are
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foundational HRM processes that aim to attract and select suitable candidates. Armstrong and Taylor (2023)
describe recruitment as the process of generating a pool of qualified applicants and selection as choosing the
most suitable candidates from that pool. Effective recruitment strategies ensure a match between the
organisation's needs and the candidate's skills and contribute to long-term organisational performance. Breaugh
(2013) highlights that structured recruitment processes, including clear job descriptions and competency-based
assessments, enhance the likelihood of hiring the right talent. Boxall et al. (2007) emphasise that recruitment
practices must align with organisational strategy to ensure that new hires can effectively contribute to achieving
broader business goals. In SMEs, Beardwell and Wright (2004) notes that recruitment is often informal and

relies heavily on referrals, which, while cost-effective, may limit diversity and innovation.

Training and development are essential for ensuring employees have the skills and knowledge to
perform effectively. Training typically focuses on current job requirements, while development prepares
employees for future roles (Noe et al., 2017). Werner (2014) stress the importance of a structured approach to
training, including needs assessments, program design, and evaluation. Salas et al. (2012) research reveals that
organisations with robust training initiatives experience higher employee satisfaction and performance.
Similarly, Torrington, Hall, and Taylor (2017) highlight that continuous development opportunities are vital to
retaining top talent. However, Cardon and Stevens (2004) point out that SMEs often need more resources to
implement comprehensive training programs.

Performance management is the process of evaluating and improving employee contributions to
organisational objectives. According to Kremer et al. (2019), it involves setting clear goals, providing regular
feedback, and conducting performance appraisals. Effective performance management aligns individual
performance with organisational strategy, creating a culture of accountability and continuous improvement.
DeNisi and Murphy (2017) critique traditional annual appraisals as too infrequent and subjective. Real-time
feedback and focus on development are necessary. For smaller organisations, Cardon and Stevens (2004)
suggest that informal feedback mechanisms can be effective when formal systems are impractical due to

limited resources.

Employee engagement reflects an individual's emotional and intellectual commitment to work and
organisation. Kahn (1990) Introduced the concept, emphasising that engaged employees are more likely to
invest discretionary effort in their roles. Harter et al. (2002) link high engagement levels to improved
productivity, reduced turnover, and enhanced customer satisfaction. Kular et al. (2008) propose the Job
Demands-Resources (JD-R) model, which suggests that engagement thrives when job resources, such as
support and development opportunities, outweigh job demands. Macey and Schneider (2008) further highlight
the importance of recognition, communication, and leadership in fostering engagement. SMEs often rely on
personalised approaches to engagement, leveraging their smaller size to build stronger relationships between

employees and management. Ulrich et al. (2012) argue that these core functions are interdependent, with
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recruitment feeding into training, supporting performance management, and driving engagement. This

approach ensures that all HR activities contribute to the organisation's strategic goals and success.

2.9 Intersection of Digital Transformation and HRM

The recruitment process has significantly evolved due to advancements in digital technology.
According to Dineen and Soltis (2011) digital tools like artificial intelligence (Al) and data analytics have
enhanced recruitment by automating candidate sourcing, screening, and selection processes. Al-driven
algorithms enable organisations to efficiently sift through large candidate pools to identify top talent, reducing
recruitment time and costs. Marr (2018) adds that predictive analytics tools can identify candidates with high
potential based on past performance data, skills, and qualifications, enhancing the quality of hiring decisions.
Similarly, Bersin (2017) highlights how online job portals, social media platforms, and mobile applications
have expanded recruitment channels, enabling organisations to reach a wider audience. LinkedIn, for instance,
allows companies to connect with passive candidates and increase their visibility in global talent markets.
However, Dery and Sebastian (2017) caution that digital recruitment tools may unintentionally introduce biases
despite these benefits, as Al algorithms may be influenced by historical hiring data that reflects existing biases.
Therefore, ensuring ethical and unbiased recruitment processes remains a critical challenge in digitally
transforming recruitment.

Training and development are other areas impacted by digital transformation. With the rise of e-
learning platforms, employees can access training materials online, allowing for more flexible, self-paced
learning opportunities (Latham, 1988). This shift is particularly beneficial for geographically dispersed teams,
as it reduces travel costs and logistical constraints associated with traditional classroom-based training.
Moreover, analytics-based platforms enable managers to track training progress, assess skill gaps, and tailor
training programs to individual needs. According to Noe et al. (2014), data-driven approach improves training
efficiency and fosters continuous learning by providing personalised recommendations for skill development.
However, Stone and Deadrick (2015) emphasise that digital learning platforms require employees to be self-
motivated and digitally literate, which may be a barrier for some, particularly older employees. Organisations
may need foundational digital skills training to ensure inclusivity and maximise the benefits of digitalised

training programs.

Digital transformation has also redefined performance management by enabling real-time feedback
and data-driven evaluations. Traditionally, managers conducted performance reviews annually, but digital tools
now enable continuous performance tracking, making the process more dynamic and responsive. Aguinis and
Burgi-Tian (2021) argue that continuous feedback systems, facilitated by digital platforms, enable managers
to address performance issues promptly, enhancing employee development and productivity. Performance
management systems also leverage analytics to identify trends and patterns in employee performance,

facilitating objective and data-backed evaluations (Pulakos et al., 2019). This shift is particularly valuable in
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reducing biases associated with subjective evaluations. However, some authors caution that data- driven
performance metrics can lead to employee surveillance concerns, as employees may feel constantly monitored
(Zhang & Chen, 2024). Ensuring transparency and clear communication about data usage is essential to

mitigate such concerns and foster a positive culture of continuous improvement.

Employee engagement has become a focal point of HRM, as engaged employees are more likely to
contribute positively to organisational goals. Digital tools like employee engagement apps and internal social
media platforms facilitate communication and collaboration with management and employees. According to
Macey et al. (2011), these tools are essential, particularly for remote workers. Mobile applications, in particular,
provide a convenient way for employees to give feedback, receive updates, and connect with their peers,
enhancing overall engagement and satisfaction. Using gamification in engagement platforms has also shown
positive results in boosting motivation. Gamification uses game-like elements, such as points and rewards, to
encourage desired behaviours, making tasks more enjoyable and engaging (Hamari et al., 2014). However,
Jeske and Shultz (2016) caution that over-reliance on gamification may lead to superficial engagement if
employees focus more on rewards than meaningful contributions. For digital engagement strategies to be
effective, they must align with organisational culture and values. While digital transformation has reshaped
core HR functions such as recruitment, training, performance management, and engagement, it is equally
important to understand how managers perceive and experience these changes in practice, particularly within

the unique context of SMEs.

2.10 Managers' Perception of Digital Transformation.

Managers' perceptions of digital transformation also reflect their understanding of its impact on
everyday workflows. According to Stone and Deadrick (2015); Stone et al. (2015) managers generally
recognise that digital transformation can simplify HR tasks through automation, payroll, recruitment, and
performance evaluations. Automated processes reduce administrative burdens, enabling managers to focus on
strategic tasks rather than routine operational duties. Similarly, Panayotopoulou et al. (2007) highlight that
digital tools streamline workflows by enhancing information accessibility and transparency. However, while
automation and data accessibility improve efficiency, some managers perceive these changes as a double-
edged sword. As Arnold et al. (2023) discussed, increased reliance on digital tools can create a sense of
"information overload," where managers feel overwhelmed by the sheer volume of data available. In such
cases, managers may find prioritising tasks or focusing on key performance indicators (KPIs) challenging,

potentially complicating their decision-making processes.

Digital transformation has significantly altered how managers interact with employees and manage
teams. Managers perceive digital tools as valuable for facilitating remote work and enabling continuous

communication with team members, especially in geographically dispersed teams. According to Leonardi et
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al. (2021) digital communication platforms like Slack, Microsoft Teams, and Zoom have made it easier for
managers to stay connected with employees, enhancing collaboration and ensuring employees remain aligned
with organisational goals. On the other hand, some managers express concerns about the impersonal nature of
digital communication. Based on a study by Mazzei and Noble (2017), managers report that while digital tools
increase communication frequency, they may reduce the depth and quality of interactions. This shift is
incredibly challenging in performance management, where feedback and coaching are crucial. Many managers
may need help to convey nuanced feedback effectively through digital platforms, which may hinder

relationship-building and employee development.

Managers often perceive various challenges that lead to resistance. Research by Kotter (1996)
emphasises that managers resist change when it disrupts established routines or requires significant workflow
adjustments. Many managers perceive digital transformation as a "disruptive force" that introduces complexity
and uncertainty into the workplace. They may need to gain control over processes or improve with the steep
learning curve associated with new technologies (Buheji, 2018). Resistance to digital transformation is
particularly prevalent among managers with limited technological infrastructure or resources for extensive
training. According to Panayotopoulou et al. (2007), managers in SMEs often perceive digital transformation
as an expensive endeavour that may not deliver immediate returns on investment. Consequently, financial
constraints and resource limitations contribute to skepticism toward digital initiatives, especially in resource-
strapped organisations. In addition to cost concerns, some managers resist digital transformation due to the
potential impact on job security. According to Buheji and Ahmed (2019), managers in traditional industries
may perceive Automation and Al as a threat to their roles, leading to reluctance to embrace digital tools. In this
context, managing resistance to digital transformation requires addressing managers' fears and offering support

through comprehensive training and change management strategies.

Managers' views on the outcomes of digital transformation are generally positive. Many managers
believe digital transformation improves HRM outcomes, such as enhanced efficiency, streamlined workflows,
and better employee engagement (Stone & Deadrick, 2015; Stone et al., 2015). However, some managers
remain skeptical about the long-term effectiveness of digital transformation. According to Davenport et al.
(2007) managers are cautious about the scalability of digital initiatives, notably if initial implementation lacks

clear objectives or tools are poorly aligned with organisational goals.

2.10.1 Importance of Understanding SME Managers’ Perceptions in Digital Transformation.

Understanding the perceptions and experiences of managers in SMEs is essential to evaluating the
outcomes of digital transformation in HRM. In SMEs, the role of managers often extends beyond strategic
oversight to direct involvement in HR activities, particularly due to the absence or limited presence of dedicated

HR departments (Kelliher & Parry, 2015). These managers are frequently responsible for selecting,
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implementing, and using digital HR tools, making their individual attitudes, confidence levels, and digital

literacy central to the success or failure of digital HRM initiatives.

Several studies have emphasised that managers' perceptions significantly influence the adoption and
integration of digital HR tools. When managers perceive these tools as beneficial, easy to use, and aligned with
business goals, they are more likely to invest in and support their use across HR function (Fenech, Baguant, &
Ivanov, 2019). Conversely, if managers view digital systems as overly complex, time-consuming, or misaligned
with existing workflows, in that case, resistance is likely to emerge, particularly in SME contexts where
managerial time and resources are constrained (Mouzakitis et al., 2022). This is consistent with findings that
SME digital adoption is not only shaped by external factors but also by internal managerial readiness and

perceived value (Garg & Goel, 2021).

Moreover, SME managers’ previous experiences with digital technologies can shape their openness to
ongoing transformation. Ogunyomi and Bruning (2016) found that positive interactions with digital HR tools
enhance managers' willingness to expand digital initiatives across additional HR processes. In contrast, prior
negative experiences, such as system inefficiencies, lack of training, or unclear RO1, can result in long- term
hesitation or disengagement. In smaller firms, where formal change management processes may be absent,
these individual experiences carry greater weight in shaping organisational digital trajectories.

Unlike larger enterprises that often adopt digital HRM through formalised strategies, SMEs typically
approach digitalisation incrementally and adaptively (Buisson et al., 2021). As such, the manager’s perception
becomes a key driver in shaping the pace and direction of HR digitalisation. Ruél et al. (2004) argues that
digital HRM practices in SMEs are not simply scaled-down versions of those in large firms; instead, they are
contextually embedded, evolving in response to local needs, managerial capabilities, and organisational
culture. This makes the lived experiences and sense-making processes of SME managers critical to

understanding how digital HR tools are utilised, adapted, and sustained.

In sum, managerial perceptions in SMEs do not merely reflect attitudes toward digital HRM they
actively shape its implementation, integration, and evolution. Given the informal structures and limited
resources typical of SMEs, the subjective experiences of managers become the lens through which digital
transformation is interpreted and enacted. Exploring these perceptions is vital for capturing digital HRM's real-
world impact on SME sector organisational practice. It is important to turn to theoretical frameworks that
explain individual-level behaviour to understand how these managerial beliefs influence the adoption and use
of digital tools. One such framework is the Technology Acceptance Model (TAM), which provides insight into

how perceptions of usefulness and ease of use affect technology adoption decisions.
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2.11 Technology Acceptance Model (TAM)

The Technology Acceptance Model (TAM) provides a valuable lens for understanding how managers
and employees decide whether to adopt digital HRM tools. Initially developed by Davis (1989), TAM model
suggests that two key beliefs of perceived usefulness and perceived ease of use largely shape an individual’s
attitude toward using new technology. If a manager believes a digital system will help them perform their job
better and is easy to navigate, they are more likely to accept and use it. This model is especially relevant in the
context of SMEs. The success of digital adoption in SMEs often hinges on whether a platform simplifies their
workload and aligns with how they already operate (Venkatesh & Davis, 2000). TAM brings a practical, human-
centred perspective to digital HRM by focusing on individual perceptions of usefulness and usability. It
reminds us that even the best-designed system will fail if users do not believe it helps them do their jobs more
effectively or if it feels too difficult to use (Davis, 1989). In SME settings, where time and resources are often

stretched thin, these perceptions become crucial drivers of technology acceptance and long-term integration.

Beyond the basics of perceived usefulness and ease of use, researchers have extended TAM to include
additional factors influencing acceptance decisions, such as social influence, system compatibility, and trust
(Venkatesh & Bala, 2008). These extensions are particularly relevant in workplace contexts where decisions to
adopt technology are not made in isolation but are shaped by organisational culture, peer behaviour, and prior
experience with similar systems (Schepers & Wetzels, 2007). In SMEs, where informal decision-making
structures and interpersonal trust often play a stronger role than formal governance, these social and contextual

influences can significantly impact whether a new HRM tool is embraced or resisted.

Furthermore, TAM highlights the importance of managing user expectations early in the technology
implementation process. Since attitudes are shaped before actual system use, clear communication, live
demonstrations, and early involvement in system design can positively shape perceptions (Venkatesh et al.,
2003). For SME:s that often lack formal change management practices, these early-stage interventions can play
a crucial role in smoothing the path toward adoption. Aligning system features with existing workflows,
providing user-friendly onboarding, and offering basic training opportunities are practical strategies that can
help reduce anxiety and promote sustained engagement (Holden & Karsh, 2010). In this way, TAM is a valuable
guide for practical action, helping SMEs make informed, user-focused decisions about digital HRM

integration.
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2.12 Challenges and Opportunities: Exploring the Complex Landscape of Digital Transformation in

HRM

Table 1: Challenges and Opportunities

Opportunities|
Theme / Challenge |Description Source(s)
Automation of routine HR tasks reduces
Efficiency & administrative burden and frees managers |Parry & Tyson (2011); Baykal
Productivity  |Opportunities |for strategic work. (2020)
Data Driven
Decision Real-time HR data (e.g., recruitment,Parry & Tyson (2011); Marler &
Making Opportunities |performance) supports strategic decisions. |Fisher (2013)
Employee Digital platforms facilitate communication,/Strohmeier and Kabst (2014);
Experience Opportunities [self-service, and personalized experiences. [Baykal (2020)
Cost of Significant upfront costs, particularly
Implementation|Challenge problematic for SMEs. Strohmeier (2020)
Managers/HR staff often lack the necessary
Lack of Digital technical competency to use digital tools
Skills Challenge effectively. Baykal (2020);
Resistance to Cultural inertia and reluctance among staff]
Change Challenge can slow digital HR adoption. Strohmeier (2020); Baykal (2020)
Proper alignment supports strategic HR;
Strategic Opportunities |misalignment leads to underutilization and |Lepak & Snell (1998); Kane et al.
Alignment & Challenge |inefficiency. (2015); Strohmeier (2020)
Data Privacy & Digitized employee data raises concerns
Ethics Challenge over privacy and ethical use. Strohmeier (2020)
Cloud-based systems enable flexible,
Scalability & scalable HR solutions, especially beneficial
Flexibility Opportunities |for growing firms. Stone et al. (2015); Baykal (2020)

2.12.1 Challenges of Digital Transformation in HRM

Resistance to change is one of organisations' primary challenges in digital transformation, particularly

in HRM, where changes directly affect people and established routines. According to Kotter (1996) employees

and managers often resist changes that disrupt familiar processes or introduce uncertainty. In HRM, resistance

may stem from a fear of job displacement due to Automation, concerns about data privacy, or discomfort with

using new technologies (Strohmeier & Stefan, 2014). Traditional organisations often resist digital tools,

viewing them as fundamentally altering work performance. Gregory et al. (2009) argue that overcoming

resistance requires effective change management strategies, which involve communicating the benefits of

digital tools, providing training, and involving employees in the transformation process. When employees
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understand the reasons behind digital initiatives and feel supported in adopting new tools, they are more likely

to embrace the changes.

Another critical challenge of digital transformation in HRM is the skill gap between current workforce
capabilities and the competencies needed to use digital tools effectively. As Rasmussen and Ulrich (2015) a
highlight, digital transformation often requires new technical skills, such as data analysis, proficiency in digital
platforms, and an understanding of HR analytics. Many managers may need to gain these skills, especially in
SMEs with limited training resources. However, training programs can be costly and time-consuming, posing

challenges for organisations with limited resources (Ball, 2001).

Integrating digital tools into existing HR systems can be complex, as different digital platforms often
have compatibility issues. As Hussain et al. (2007) highlighted, organisations may need help integrating new
digital solutions with legacy HR systems, resulting in inefficiencies and disruptions to workflow. The rapid
pace of technological advancements continuously compels organisations to update and adapt their systems to
stay current, adding to this complexity. According Kotter (1996) to Panos and Bellou (2016), successful digital
transformation in HRM requires seamless integration across platforms to enable data sharing and streamlined
processes. However, achieving this level of integration requires significant technical expertise and resources.
Organisations that fail to address integration issues may find that digital tools create more problems than they

solve, leading to frustration among managers and diminished confidence in digital initiatives.

2.12.2 Opportunities of Digital Transformation in HRM

One of the most widely recognised opportunities for digital transformation in HRM is the potential to
increase efficiency through Automation. Digital tools can automate routine tasks such as payroll processing,
leave management, and recruitment screening, reducing administrative burdens on HR staff and allowing them
to focus on more strategic activities (Stone & Deadrick, 2015; Stone et al., 2015). This efficiency saves time
and resources and minimises human error, improving the accuracy and reliability of HR operations. According
to Parry and Tyson (2011), Automation has the potential to transform HR into a more proactive function, as
HR professionals can devote more time to strategic initiatives, such as talent management and organisational
development. By automating routine tasks, digital tools enable HR to become more integral to organisational

strategy, contributing to overall business objectives.

Digital transformation also enables managers to leverage data for informed decision-making, which is
a significant opportunity for enhancing HRM practices. With access to HR analytics and real-time data,
managers can gain insights into workforce trends, employee engagement levels, and performance metrics
(Angrave et al., 2016). This data-driven approach allows HR to make strategic decisions based on empirical
evidence, improving the effectiveness of recruitment, retention, and training initiatives. Moreover, data

analytics can support predictive modelling, helping organisations to anticipate future challenges and plan
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accordingly. As Davenport et al. (2010) suggested, predictive analytics can provide valuable insights into
turnover risks, employee satisfaction, and workforce needs. By adopting a data-driven approach, HR can

contribute to organisational resilience and adaptability, enhancing its role in long-term planning and growth.

Digital transformation offers opportunities to enhance employee engagement and overall experience
by providing employees with digital tools that make HR processes more accessible and transparent. According
to Van den Heuvel and Bondarouk (2017), digital platforms such as self-service portals and mobile apps
empower employees to manage their HR-related tasks, such as requesting leave or updating personal
information, with greater autonomy. This empowerment can increase job satisfaction and foster a sense of
control over work-related matters. Also, digital communication tools facilitate real-time feedback and
continuous performance management, enabling managers to provide regular support and recognition to
employees (Sarwar et al., 2024). According to Westerman et al. (2014) organisations that successfully navigate
challenges and opportunities tend to have a clear digital strategy, strong leadership support, and a commitment
to continuous learning, contributing to overall business success. It’s also important to understand how SMEs
in New Zealand adopt and experience digital HRM, which provides valuable insight into the localised

challenges and opportunities of digital transformation.

2.13 HRM and Digital Transformation in New Zealand SMEs

Small and Medium Enterprises (SMEs) hold a significant segment of New Zealand's economy,
accounting for over 97% of all businesses and employing a significant portion of the workforce (MBIE, 2023).
In recent years, digital transformation has enabled them to improve efficiency and enhance HRM practices.
However, the initial investment to leverage these innovations into their operations is a big challenge for them.
Research highlights that SMEs often need more financial resources, making it challenging to invest in advanced
technologies (Treasury NZ, 2023). Security concerns remain another critical challenge, with cyberattacks
targeting SMEs becoming increasingly common due to their perceived lack of robust cybersecurity
infrastructure (MOJNZ, 2023). New Zealand SMEs have adopted digital tools like cloud-based HR platforms,
payroll systems, and performance analytics to streamline HR functions (Stats NZ, 2023). Digital collaborative
platforms enable remote working and seamless communication between geographically dispersed teams,

which has become particularly important in the post-pandemic workplace (Deloitte, 2023).

The New Zealand government has already recognised digital transformation as an effective means of
enhancing SME productivity and competitiveness. Initiatives like the Digital Boost program aim to equip
SMEs with the knowledge and tools necessary to adopt digital practices (Digital, 2023). This program provides
resources for understanding and implementing digital solutions, specifically improving HRM capabilities.
Additionally, funding schemes and subsidies are available to encourage investment in technology, particularly

in regions where SMEs face significant adoption barriers. These government-led initiatives collaborate with
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some private-sector organisations to provide solutions for SME needs. Xero, a New Zealand-based software
company, offers cloud-based HR and payroll solutions designed to simplify HRM for small businesses. Such
partnerships illustrate the potential for public-private collaboration in driving digital adoption within SMEs.
Digital remote work arrangements became popular during the COVID-19 pandemic. This shift ensured
business continuity and demonstrated the potential of technology to enhance work-life balance and job
satisfaction (Stats, 2023). However, the success of these initiatives depends on the ability of SME managers to

integrate digital tools into their organisational culture effectively.

The extent of digital transformation in HRM varies across different SME sectors in New Zealand.
Service-oriented businesses, particularly tourism and hospitality, have adopted digital tools to enhance
customer and employee experiences. On the other hand, traditional industries like agriculture face unique
challenges, including limited access to technology and a lack of digital literacy among workers (MBIE, 2023).
Scholars like Wade and Hulland (2004) argue that industry-specific factors are crucial in determining the pace
and scope of digital adoption. SMEs in urban areas benefit from better connectivity and access to technology
providers, while rural businesses often lag due to infrastructure constraints. Addressing these issues is essential

for ensuring equitable growth across the SME sector.'

Much of the existing literature focuses on large organisations, leaving a limited understanding of how
SMEs adopt and configure digital HR technologies in practice (Lokuge & Duan, 2021; Proietti & Magnani,
2025). This lack of attention is critical because SMEs operate under different constraints and opportunities.
Unlike larger firms where roles are often specialised, SME managers typically wear multiple hats, performing
strategic and operational tasks, which can influence how HR technologies are implemented and perceived
(Cassell et al., 2002). Additionally, the SME environment offers a distinct organisational context in which
digital transformation and HRM may unfold differently due to resource constraints, informal structures, and
varying levels of digital readiness (Vrontis et al., 2022). Understanding how digital tools impact HR practices,
strategy, and managerial experience in SMEs is essential to close these gaps and ensure that theory and practice
are responsive to the realities of smaller firms.

While the literature offers valuable insights, several limitations and gaps remain, particularly about
methodological approaches and ethical considerations. The existing literature provides valuable insights into
digital transformation in HRM, but several methodological and ethical limitations persist. Much of the research
is dominated by quantitative, cross-sectional designs (Marler & Fisher, 2013; Bondarouk & Brewster, 2016),
which restrict understanding of digital transformation’s dynamic and evolving nature, particularly within
SMEs. Additionally, many studies generalise findings from large organisations to smaller firms (Kane et al.,
2015; Parry & Tyson, 2011), despite SMEs having distinct structural, financial, and strategic constraints. There
is a noticeable lack of qualitative and mixed-method research that captures the lived experiences of SME
managers (Baykal, 2020), especially in the New Zealand context, which remains underrepresented. Ethical

concerns are also apparent in the literature, raising issues such as employee surveillance and data privacy and
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algorithmic bias risks in digital recruitment and decision-making tools (Martin & Freeman, 2004). Some
Scholars have also highlighted a lack of transparency and informed consent regarding data collection and
usage. Ball (2001) warned of “function creep,” where data collected for HR purposes is repurposed for
monitoring or control without employee awareness (Akhtar et al., 2018). These gaps reinforce the need for
context-sensitive, ethically aware, and qualitative research, particularly in SMEs, an area this study aims to

address.

2.14 Summary

This literature review explored the intersection of digital transformation and HRM, focusing on small
and medium-sized enterprises. It began by tracing the evolution of HRM from its roots in administrative tasks
to its current role as a strategic function aligned with organisational goals. The scope and definition of digital
transformation highlighted how emerging technologies such as Automation, cloud-based HR platforms, and
HR analytics are reshaping organisational processes. Emphasis was placed on the shift from operational to
strategic use of digital tools in HR, affecting recruitment, training, performance management, and employee
engagement. The review noted the benefits of digital HR tools and potential challenges. Key theoretical models
were discussed to explain technology adoption behaviours. The review also stressed how managers interpret
and implement digital tools in practice. Finally, attention was given to the New Zealand SME context, literature

gaps, and limitations. Chapter 3 will now detail the methodology used to explore these themes empirically.

27



Chapter 3 - Research Methodology

3.1 Introduction

This chapter provides a detailed overview of the research methodology employed in this study, which
investigates the effects of digital transformation on HRM practices within SMEs in New Zealand. The
methodological framework aligns well with the study's qualitative approach, collecting and analysing rich
contextual data to capture participants' lived experiences and insights (Creswell & Poth, 2016). The research
emphasises reality's subjective and socially constructed nature, allowing for an in-depth exploration of how
digital transformation influences HRM strategies, operations, and managers' perceptions by adopting an

interpretivist paradigm (Pervin & Mokhtar, 2022).

The chapter begins by discussing the philosophical underpinnings of the study, including its
epistemological and ontological orientations. These foundations guide the selection of qualitative methods,
such as semi-structured interviews and documentation review to understand the research topic (Guba &
Lincoln, 1994). Ethical considerations, credibility measures, and validation techniques are also detailed,
underscoring the study's commitment to rigorous and ethical research practices. The methodology provides a
framework for addressing the research questions and contributing academic and practical knowledge to the

field of HRM.

3.2 Paradigm

A research paradigm is a foundational framework that shapes the researcher's worldview and approach
to knowledge generation (Guba & Lincoln, 1994). This study is grounded in the interpretivist paradigm, which
prioritises understanding the meanings individuals assign to their experiences and the social constructs that
influence those meanings (Pervin & Mokhtar, 2022). The interpretivist paradigm is particularly suitable for
exploring complex, context-dependent phenomena like digital transformation in HRM, where subjective
experiences and organisational contexts play a significant role (Creswell & Poth, 2016). Unlike positivist
paradigms, which seek objective truths and generalizable findings, interpretivism values depth, context, and
subjectivity (Schwandt, 2000). It assumes that knowledge is constructed through interaction, shaped by social,
cultural, and historical conditions. This paradigm is particularly effective for exploring dynamic interactions

between people, technology, and organisational processes, such as adopting digital HRM tools in SME:s.

The interpretivist paradigm applies to every aspect of the research design, from data collection to
analysis. The choice of semi-structured interviews and documentation review aligns with the paradigm's
emphasis on context and subjectivity. These methods enable the researcher to capture the richness and diversity
of participants' experiences while ensuring that the findings remain grounded in real-world organisational
settings (Denzin & Lincoln, 2011). The paradigm's focus on social constructs and subjective meanings supports

the iterative nature of qualitative research. As new themes and patterns emerge during data analysis, the
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researcher can refine the study's focus and deepen the exploration of key issues. This iterative process enhances
the study's rigour and ensures the findings are credible and reflect the participants' realities (Nowell et al.,
2017). The interpretivist paradigm also supports thematic analysis, which is employed to identify patterns and
themes within the data. The study provides insights into how digital transformation influences HRM practices
by focusing on participants' subjective meanings and social constructions. The themes in this study are
examined through the lens of participants' experiences, offering valuable contributions to academic literature

and practical applications.

While the interpretivist paradigm offers significant strengths, it also presents challenges, such as the
potential for researcher bias, as the interpretivist approach requires the researcher to engage actively with
participants and interpret their experiences. To address this, the researcher practised reflexivity, maintaining a
journal to document personal biases, assumptions, and reflections throughout the research process (Berger,
2015). This practice ensured that the findings remained grounded in participants' perspectives rather than the
researcher's preconceived notions. Despite these challenges, the interpretivist paradigm provides a strong
framework for exploring the effects of digital transformation on HRM within SMEs. The study captures the
subjective and context-specific nature of participants' experiences by adopting a relativist ontology and
constructivist epistemology. Central to this interpretivist foundation is the study’s ontological position, which
further shapes how reality is conceptualised and how participants’ diverse digital transformation experiences

are understood.

3.3 Ontology

Ontology refers to the study of the nature of reality and existence, addressing questions about what
constitutes reality and how different aspects interact (Guarino et al., 2009). In research, ontological assumptions
shape how a researcher views the world and the phenomena under investigation. This study adopts a relativist
ontology, which posits that reality is subjective and constructed by individuals based on their experiences,
beliefs, and social contexts (Guba & Lincoln, 1994). This perspective aligns with the study's interpretivist
paradigm and constructivist epistemology, emphasising the importance of understanding participants' unique

perspectives on digital transformation in HRM within SMEs in New Zealand.

Relativist ontology recognises that multiple realities exist, as individuals interpret events and
phenomena differently based on their roles, cultural backgrounds, and organisational contexts (Denzin &
Lincoln, 2011). For example, some SME managers might perceive implementing digital HRM tools as a
strategic advancement that enhances efficiency and decision-making. However, others might view the same
tools as a source of increased workload or anxiety due to unfamiliarity with technology. These differing
interpretations demonstrate the necessity of an ontological approach that values diverse realities. In the context
of this study, adopting a relativist ontology allows the researcher to explore the multifaceted impacts of digital

transformation on HRM practices. Digital transformation involves integrating technology into organisational
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processes, affecting operational efficiency, employee experiences, and organisational culture (Besson & Rowe,
2012). By acknowledging the subjective nature of these experiences, the study captures the complexities of

how digital tools are perceived, implemented, and experienced within SMEs.

This ontological stance also informs the research's methodological framework, which employs semi-
structured interview and documentation as data collection methods. These methods enable the researcher to
engage directly with participants, uncovering their lived realities and the contextual factors influencing their
perceptions of digital transformation. For instance, semi-structured interviews provide a platform for
participants to share their experiences and insights, while documentation offer additional context and validation

for the findings (Besson & Rowe, 2012).

Furthermore, relativist ontology aligns with the study's thematic analysis approach, which focuses on
identifying patterns and themes within qualitative data. This method allows the researcher to synthesise
participants' subjective experiences into coherent narratives that reflect the diverse realities of digital
transformation in HRM. The study provides an understanding of the phenomenon under investigation by

valuing the unique perspectives of SME managers and employees responsible for HR tasks.

Relativist ontology also supports the iterative nature of qualitative research, where the researcher
continuously refines their understanding of the data as new themes and patterns emerge. This iterative process
ensures that the findings are grounded in the realities of participants and remain responsive to the complexities
of the research context (Nowell et al., 2017). For example, initial data may reveal themes related to
implementation and adaptation, prompting the researcher to explore additional aspects of training and skill

development in subsequent interviews.

Adopting a relativist ontology ensures that this study captures the subjective and context-specific
nature of digital transformation in HRM. The research explores how digital tools influence organisational
practices and employee experiences within SMEs in New Zealand by considering the diversity of participants'
experiences and perspectives. This ontological stance enhances the depth and richness of the findings and

contributes to a nuanced understanding of the complexities of digital transformation in HRM.

3.4 Epistemology

Epistemology is the philosophical study of knowledge, focusing on its nature, origins, and limits. It
examines how knowledge is acquired, justified, and validated, distinguishing it from belief or opinion (Anastas
et al., 2000). This research adopts a constructivist epistemology, emphasising knowledge's subjective nature
and co-construction through interactions between the researcher and participants (Berger Peter & Luckmann,
1966). Constructivism aligns with the study's interpretivist paradigm and relativist ontology, prioritising
exploring participants' unique perspectives and lived experiences. Constructivist epistemology holds that
knowledge is not objective or universally applicable. Instead, it is constructed and influenced by the social,

cultural, and organisational contexts within which individuals function (Creswell & Poth, 2016). In the context
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of this study, the constructivist approach allows the researcher to understand how SME managers and
employees perceive and experience the impacts of digital transformation on HRM practices. For example, a
manager's strategic perspective on digital tools may differ significantly from an employee's operational view,

reflecting the subjective and context-dependent nature of knowledge.

This epistemological stance informs the study's qualitative methodology, mainly using semi-structured
interviews as the primary data collection method. Semi-structured interviews facilitate open-ended discussions,
enabling participants to articulate their experiences and insights in their own words. This method allows for a
collaborative knowledge-building process, where the researcher and participants co-construct meanings and

interpretations of digital transformation in HRM (Kvale & Brinkmann, 2015).

Constructivist epistemology also emphasises the importance of context in shaping participants'
experiences and perceptions. For instance, an SME operating in a technologically advanced IT industry may
approach digital transformation differently from a traditional retail sector. With these contextual differences,
the study captures the diverse realities of digital HRM practices, providing an understanding of how
organisational factors influence the adoption and impact of digital tools (Besson & Rowe, 2012). Reflexivity
is a key component of constructivist epistemology, requiring the researcher to critically examine their
assumptions, biases, and influence on the research process (Guillemin & Gillam, 2004). In this study, the
researcher practised reflexivity by maintaining a journal to document reflections on their positionality,
interactions with participants, and interpretations of the data. This practice ensured that the findings
authentically represented participants' perspectives, minimising the influence of the researcher's

preconceptions.

Another strength of constructivist epistemology is its ability to capture digital transformation's
dynamic and evolving nature. As SMEs navigate technological changes, their strategies, practices, and
employee experiences may shift. Constructivism provides a framework for exploring these changes,
highlighting how participants make sense of new technologies and adapt their behaviours accordingly
(Orlikowski, 1992). Constructivism also supports the integration of data source, such as documentation to
provide an understanding of the research topic. These supplementary data sources validate and enrich the
interview findings, ensuring that the study captures the complexity of digital transformation in HRM (Yin,
2003). For instance, training materials and internal reports can offer additional insights into organisational
strategies for managing digital change, complementing participants' accounts. Adopting a constructivist
epistemology ensures that this study captures the subjective, context- specific, and co-constructed nature of
knowledge related to digital transformation in HRM. The study comprehensively explores how digital tools
influence organisational practices and employee experiences within SMEs in New Zealand by valuing

participants' lived experiences and engaging them as active contributors to the research process.

31



3.5 Methods

This section outlines the primary method used for data collection in this study: semi-structured
interviews. This method was selected as it aligns with the qualitative nature of the research, which seeks to
explore participants' subjective and context-specific experiences regarding the effects of digital transformation
on HRM in SMEs in New Zealand. Semi-structured interviews were chosen for their flexibility, depth, and
ability to uncover rich qualitative data, which are well-suited for addressing the research questions.
Specifically, this method allows for a detailed exploration of the key gaps in the literature, such as the use of
digital tools to assist in HR management, the strategic and operational changes brought about by digital
transformation in HRM, and the experiences of SME business managers regarding digitalisation in HR. These
areas are underexplored in the current literature, particularly about SMEs, and the semi-structured interview

approach offers a means of filling these gaps by capturing insights from SME business professionals.

3.5.1 Semi-Structured Interviews

Semi-structured interviews are a qualitative data collection method that combines the structure of
predetermined questions with the flexibility to explore participants' responses in greater depth. This approach
allows researchers to address key research objectives while remaining open to emergent themes and insights
(Kallio et al., 2016). The semi-structured interview guide was designed based on the study's research questions
and objectives. It included open-ended questions to encourage participants to share detailed accounts of their
experiences, perceptions, and challenges related to digital transformation in HRM. The interview guide was
reviewed and refined through a pilot test with a small group of participants to ensure clarity and relevance. The
research incorporated feedback from the pilot phase feedback from the pilot phase to adjust the phrasing of

questions and the interview flow, ensuring that participants could easily understand and respond to the prompts.

The researcher adopted a non-judgmental approach during the interviews, creating a comfortable
environment for participants to share their thoughts and experiences openly. The researcher employed probing
questions to gain a deeper understanding of participants' responses, prompting them to expand on their
perspectives and offer specific examples. This approach ensured that the data collected was both rich and
contextually grounded. All interviews were audio-recorded with participants' consent to ensure the accuracy
of the data collected. The recordings were transcribed using transcription software, and the researcher reviewed
and verified the transcripts to ensure their accuracy. Transcription enabled a thorough and systematic data

analysis, preserving the integrity of participants' responses.

The semi-structured interview method offered several advantages for this study. First, it provided the
flexibility to adapt the interview questions based on participants' responses, allowing the researcher to delve
deeper into emergent themes. Second, the method facilitated the collection of rich, detailed data that captured

the complexity of digital transformation in HRM. Third, the open-ended nature of the questions encouraged
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participants to share their unique perspectives, providing insights that might not have emerged through more
structured methods. The interactive nature of semi-structured interviews also allowed the researcher to build
rapport with participants, fostering an environment of trust and openness. While semi-structured interviews
provided valuable data, the method also posed challenges. One limitation was the potential for interviewer
bias, as the researcher's perspectives could influence how questions or responses were interpreted. To mitigate
this, the researchers practised reflexivity, maintaining awareness of their biases and actively minimising their

influence during the interviews and analysis (Berger, 2015).

Another challenge was the time-intensive nature of conducting and transcribing interviews. Each
interview required significant preparation, execution, and post-interview analysis, which could be resource-
intensive. However, the richness of the data collected justified the time and effort involved. The data collected
through semi-structured interviews formed the core of the study's analysis. Thematic analysis was employed
to identify patterns and themes within the data, providing insights into how digital transformation reshapes
SMEs' HRM practices. The qualitative nature of the data enabled the researcher to capture the depth and
complexity of participants' experiences relevant to the research topic. The semi-structured interviews were a
highly effective method for exploring digital transformation's subjective and context-specific impacts on HRM
within SMEs. The following table provides an overview of the demographic characteristics of the participants

who took part in the study.
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Table 2: Interview Participant Profiles

Participant |Role Organisation
ID Sector Background Summary
Participant 1 responsible for managing HR operations in her SME.
SME HR Legal She has led the integration of multiple digital tools into the HR
Participant 1 [Manager Services function, driving the organisation's digital transformation efforts.
SME
Franchise Participant 2 oversight overall HR tasks at his business. He is
Owner/Mana [Hair and currently in the process of adopting HR platforms but faces
Participant 2 |ger Beauty challenges in achieving full adoption across the company.
SME Participant 3 is partially involved in HR management within his
Managing  |Advertising |business, primarily utilizing digital tools for training and
Participant 3 |Director & Design development, as well as other HR tasks.
SME Participant 4 uses digital tools and technology to manage various HR
Managing functions within his business, including employee engagement,
Participant 4 |Director Hospitality |recruitment, and training and development.
As Chief Culture Officer, Participant 5 manages end-to-end HRM
SME HR Cleantech |processes, including recruitment, onboarding, performance reviews,
Participant 5 [Manager startup and employee engagement across the business.
Participant 6 has introduced a few digital tools to streamline HR
SME Retail tasks in his business. However, the organisation has not fully
Participant 6 [Manager Retal & Salon|digitalized its HR processes yet.
SME He recently began adopting HR software following the COVID-19
Managing pandemic and has shown a strong interest in further digitalizing the
Participant 7 |Director Retail HR function within his organisation.
Participant 8 oversees the HR function in his business, including
SME recruitment and performance management. Efficiency and cost-
Operations  |Beauty saving are key drivers of his adoption of digital tools within the
Participant 8 [Manager Industry organisation.
Participant 9 is currently fully responsible for the HR function in his
SME Office business, utilizing platforms for recruitment, onboarding, and
Participant 9 [Manager Real Estate |training.
SME As a small business with a limited number of staff, he does not yet
Owner/Mana require full HR digitalisation. His business is still in the early stages
Participant 10|ger Insurance of digitalisation and learning to adoption digital HR tools.
SME The business operates mostly manually, with limited digital
Owner/Mana |Finance & |adoption. However, most of the HR tasks managed with head office
Participant 11 |ger Mortgage provided could-based platform.
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3.6 Data Collection

Data collection is critical to any research study, providing the foundation for analysis and
interpretation. This study adopted a qualitative data collection approach to explore digital transformation's
effects on HRM within SMEs in Auckland, New Zealand. More than 100 SMEs were invited for this research.
However, only 11 SMEs were interested in participating in this study. The researcher used multiple methods
to gather data, including semi-structured interviews, documentation reviews. This triangulated approach
ensured the credibility and depth of the findings while addressing the research questions effectively. The
primary objective of data collection in this study was to obtain rich, detailed insights into the experiences and
perspectives of SME managers regarding digital transformation in HRM. This study aimed to better understand
the phenomenon under investigation by focusing on participants' lived experiences and integrating

supplementary data from organisational documents (Babchuk, 2016).

Semi-structured interviews formed the core of the data collection process, allowing participants to
share their experiences and insights in their own words. This method was particularly suited to the study's
exploratory nature, enabling the researcher to probe deeper into participants' responses and uncover emergent
themes (Kallio et al., 2016). The ethics committee pre-approved interview questions designed to align with the
research objectives. The questionnaire was structured around key HR functions, including recruitment,
selection, employee engagement, and performance management. While the interviews included structured
questions, participants were also encouraged to share their experiences, challenges, and perceptions beyond
the predefined topics. The interview guide was developed based on the research questions and refined through
a pilot test to ensure clarity and relevance. After receiving the signed consent form via email, the researcher

scheduled the interview depending on the participants ' preferences and availability; the interviews were
conducted one-on-one, either in person or via online platforms such as Teams. Each interview lasted
approximately 30 to 45 minutes, providing enough time to explore the key themes while maintaining
participants' engagement. With participants' consent, all interviews were audio-recorded and transcribed for
analysis. In addition to interviews, organisational documents such as HR policies, training materials, and
internal reports were analysed to provide supplementary data. Documentation served as a stable source of

information, offering insights into the formalised aspects of digital transformation. This method was beneficial

for understanding how SMEs structured and implemented digital HRM initiatives (Bowen, 2009).

Documents were identified through referrals from participants and direct requests to SME managers.
The selected documents were evaluated based on their authenticity, credibility, representativeness, and
relevance (Scott, 2006). Thematic analysis was employed to extract key insights, which were then triangulated
with data from interviews and documents. Managers' perspectives on HRM and digital transformation were
examined through interviews with SME business owners, managers, and HR decision-makers. These

discussions provided insights into their strategic decision-making, digital adoption processes, and key
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challenges in implementing HR technology. Additionally, the study explored how digital HR tools influenced

workforce management, operational efficiencies, and employee experiences.

The study also incorporated secondary data sources, such as industry reports, government publications,
and publicly available organisational data, providing additional context and validation for the findings. Content
analysis was applied to identify trends and patterns, which were integrated with the primary data to enhance
the study's depth and rigor. A key strength of this study's data collection process was the use of triangulation,

which involves

integrating multiple data sources to enhance the credibility and validity of the findings. Triangulation allowed
the researcher to cross-verify insights from interviews and documentation, reducing the risk of bias and
ensuring a more comprehensive understanding of the research topic (Denzin, 2012). All interview data were
transcribed and analysed using a systematic coding process. The Gioia method was applied to structure the
data into key themes, ensuring a rigorous analytical approach (Gioia et al., 2013). Thematic analysis helped
identify patterns related to the adoption, benefits, and challenges of digital HRM tools in SMEs (Braun &
Clarke, 2006). A triangulation approach was employed, incorporating documentation sources such as company
websites, industry reports, internal communications, and social media content. This method strengthened the

validity of the findings and provided a well-rounded perspective.

Snowball sampling, as described in Section 3.6.1, guided the recruitment of participants for the semi-
structured interviews. This method enabled the researcher to identify individuals with first-hand experience in
digital HRM practices, including SME managers and employees. The diversity of participants ensured that the
study captured a wide range of perspectives and experiences. Depending on participants' preferences and
availability, the interviews were conducted in person or via online platforms such as Teams. Each interview
lasted approximately 30 to 45 minutes, allowing sufficient time to explore the key themes while maintaining
participants' engagement. Online platforms, such as Teams, enable individuals to join interviews from different

geographic locations while accommodating their busy schedules.

3.6.1 Implementation of the Snowball Sampling Method.

The implementation of snowball sampling in this study was a structured process of identifying and
recruiting participants who possess relevant experiences and insights into the effects of digital transformation
on HRM practices within SMEs in New Zealand. Snowball sampling, a non-probability sampling method, is
widely used in qualitative research to access hard-to-reach populations or individuals with specific expertise
(Goodman, 1961). This method relies on referrals from initial participants to identify additional participants,
creating a chain of recruitment that ensures the inclusion of diverse perspectives (Biernacki & Waldorf, 1981).
The process began with the identification of initial participants, often referred to as "seeds." These seeds are

selected based on their relevance to the research topic and their ability to provide valuable insights. The
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researcher prioritized SME managers with direct experience in digital HRM tools and processes. The
researcher identified initial participants through personal and professional networks. Additionally, the
researcher sent research invitation emails to over 100 SMEs in Auckland, New Zealand, and advertised online
platforms like Reddit and LinkedIn. Selection criteria included active involvement in digital HRM initiatives,
knowledge of HRM practices, and a willingness to participate and refer others (Etikan et al., 2016).

After recruiting the initial participants, the referral process began. Participants recommended others
within their professional networks who could contribute to the study. To support this process, participants
received an email template that included an overview of the study, the researcher's contact information, and
details about the voluntary nature of participation. This approach ensured clarity and consistency in the
communication process while respecting participants' privacy and autonomy (Sadler et al., 2010). One of the
key challenges associated with snowball sampling is the potential for homogeneity, as participants may refer
to individuals with similar backgrounds or perspectives. To address this, the researcher actively encouraged
participants to consider referrals from diverse organisations, industries, and levels of technological adoption.
Also, the researcher monitored the demographic and professional characteristics of the participants throughout
the recruitment process to identify and address any gaps in representation (Heckathorn, 1997). This proactive
strategy ensured that the sample captured a broad range of experiences and perspectives, enhancing the depth

and validity of the findings.

The iterative nature of snowball sampling was critical to its implementation. Data collection and
analysis allow the researcher to refine the recruitment process based on emerging themes and gaps in the data
(Noy, 2008). The initial few interviews indicated that some SME managers are unfamiliar with digital HRM
tools; the researcher prioritized the future recruitment of participants familiar with HR tools and technologies.
This iterative approach ensured the sample was responsive to the research objectives (Guest et al., 2006).
Ethical considerations played a central role in the implementation of snowball sampling. Participants were
fully informed about the study's purpose, methods, and potential risks through an information sheet. Informed
consent was obtained from all participants, ensuring their voluntary involvement and based on a clear
understanding of the study (Israel & Hay, 2006). Confidentiality was maintained by storing all participants'
data anonymously and securely. The researcher also emphasised that referrals were entirely voluntary, and

referred individuals were contacted independently to respect their autonomy (Orb et al., 2001).

Despite its strengths, snowball sampling has limitations, including its reliance on participants'
networks and selection bias. To mitigate these limitations, the researcher combined snowball sampling with
targeted outreach to professional networks and posted research advertisements on LinkedIn, Reddit, and other
social media platforms to recruit participants. This complementary approach expanded the pool of potential
participants and reduced the risk of bias. Regular review and adjustment of the sampling strategy further

ensured that the study remained inclusive and comprehensive (Atkinson & Flint, 2001). Implementing
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snowball sampling resulted in recruiting a diverse and knowledgeable participant pool. Participants included
business owners, managers, and employees responsible for HR-related tasks from SMEs across various
industries. This diversity provided rich qualitative data, offering insights into the strategic, operational, and
experiential dimensions of digital transformation in HRM. The collaborative nature of snowball sampling also
enabled a sense of ownership among participants, encouraging them to share their networks and contribute
actively to the research process.

The snowball sampling was a highly effective method for accessing participants with specialized
knowledge and experiences relevant to the study. The study collected contextually rich data by leveraging the
networks of initial participants and employing strategies to enhance diversity and inclusivity. The data analysis
was conducted systematically to ensure that the findings directly addressed the research questions and

objectives, while capturing the depth and complexity of participants’ experiences.

3.7 Data Analysis

The data analysis for this study was conducted systematically to ensure the findings addressed the
research questions and objectives effectively. The qualitative nature of the study required a detailed and
iterative process of reviewing, coding, categorizing, and synthesizing data collected from multiple sources,
including semi-structured interviews and documentation. This study was able to uncover meaningful patterns
and themes related to the impact of digital transformation on HRM practices in SMEs by employing thematic

analysis, supported by a constructivist epistemology and interpretivist paradigm.

3.7.1 Thematic Analysis of HRM Practices

This approach is widely used for its flexibility and systematic nature in identifying, analysing, and
reporting patterns or themes within data (Braun & Clarke, 2006). This method was particularly suited to
exploring the effects of digital transformation on HRM practices within SMEs, as it allowed for extracting
meaningful insights from participants' lived experiences and organisational documentation. The process of
thematic analysis began with data familiarization. The researcher immersed themselves in the data by reading
and re-reading the interview transcripts and organisational documents to understand the content. The initial
notes and observations documentation captured first impressions and identified potential areas of interest. This
phase ensured the researcher developed a deep connection with the data, forming the foundation for subsequent
analysis (Nowell et al., 2017). After familiarizing with the data, the coding process systematically highlighted
significant features relevant to the research questions. Labels identified specific data segments representing
key ideas or patterns, such as participants' experiences with digital HRM tools. Both manual coding and
qualitative data analysis software (Nvivo) maintained accuracy and consistency throughout the process.
Iterative refinements ensured that the codes captured the complexities of the data, accurately reflecting the

diverse realities of digital transformation (Vogt et al., 2014).
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The next stage of analysis involved moving from individual codes to broader themes by grouping
together similar ideas that reflected shared experiences. These second-order themes were then further
abstracted into three overarching dimensions that captured the essence of how SME managers experienced
digital transformation. For example, codes about adopting payroll, rostering, and communication tools were
grouped under the theme Adopting Basic HR Technologies, which contributed to the broader dimension of
Integrating Technology and Perceiving Usefulness. Other themes, such as Enabling Data-Driven Decision-
Making and Tailoring Digital Tools for Strategic Fit, emerged from data about aligning digital systems with
business goals and improving HR processes. These became part of the second major dimension, Transforming
the HR Function and Building Strategic Digital Capability. A third set of themes came from participants’
reflections on challenges they faced, like feeling overwhelmed by digital systems or struggling to make
decisions without enough information. These were grouped into themes like Bounded Rationality in HR
Decision-Making, Increasing Cognitive Load, and Learning to Navigate Digitalisation, which together formed
the final dimension: Cognitive Barriers, Experiential Constraints, and Learning Through Digital
Transformation. This ongoing movement between the data, emerging patterns, and interpretation reflects the
flexible and thoughtful nature of thematic analysis in an interpretivist study, where meaning is constructed

through the lens of participants’ lived experiences (Braun & Clarke, 2006; Nowell et al., 2017).

Once the themes were finalized, they were given clear definitions that explained their core ideas and
why they mattered for the research. Each theme was described in detail, along with key features and support
from the data. The thematic analysis also offered several strengths in the context of this study. Its flexibility
allowed the researcher to adapt the analytical process to the complexity of the data, while its systematic
approach ensured transparency and rigor. Moreover, thematic analysis facilitated the exploration of explicit
and implicit patterns within the data, capturing the depth and richness of participants' experiences. However,
the method also presented challenges, such as the potential for researcher bias in theme identification and
interpretation. To mitigate this, the researcher practiced reflexivity, maintaining an ongoing reflective journal

to document biases and ensure that the analysis remained grounded in the data (Berger, 2015).

The thematic analysis provided a strong framework for analysing the qualitative data collected in this study.
The analysis generated valuable insights into the organisational and human dimensions of technological change
within SMEs by systematically identifying and interpreting themes related to digital transformation and HRM

practices.

3.8 Documentation

Documentation refers to using written records, reports, and other textual materials as a data source in

research (Bowen, 2009). While this study primarily relied on data collected through semi-structured interviews,
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documents served to provide additional context and validate the findings. Documents offered insights into the
strategies and practices adopted by SMEs participating in the study. Yin (2003) categorized the documents as
Internal organisational documents, such as administrative records and operational data, which often serve as
valuable sources of information. Media publications, including newspaper articles and industry reports, offer
external perspectives on organisational developments. Evaluative documents, such as formal assessments or
performance reviews, provide critical appraisals of the organisation's activities. Correspondence, including
letters, memos, and internal communications, captures the flow of information and decision-making processes.
Additionally, meeting records, such as agendas, minutes, and event summaries, document key discussions and

outcomes within the organisation.

Documentation is a valuable tool in qualitative research as it provides a stable source of data that can
be reviewed repeatedly (Bowen, 2009). Unlike interviews, which rely on participants' recollections, documents
offer a record of events and decisions, thereby enhancing the credibility of the research. In this study,
documentation enabled an understanding of the various aspects of digital transformation in HRM, such as
policies and procedures governing the implementation and use of digital tools. The researcher identified
relevant documents through direct requests to SME managers. The researcher assessed the documents based
on authenticity, credibility, representativeness, and meaning to ensure relevance and quality (Scott, 2006).
Authenticity ensured the documents were genuine and reliable, while credibility assessed their accuracy and
trustworthiness. Representativeness ensured that the documents reflected the broader organisational practices,

and meaning referred to the clarity of the content.

The documents were analysed using thematic analysis to identify patterns and themes related to the
study's research questions. For example, the researcher examined the organisational policies to understand the
strategic and operational changes brought about by digital transformation, while training materials provided
insights into adaptation strategies. This analysis supplemented the findings from semi-structured interviews,
enabling the researcher to triangulate data and enhance the study's validity (Yin, 2017). Documentation offered
several advantages for this study. It provided a non-intrusive data source, reducing the potential for researcher
bias and participant influence. Also, documents offered historical and contextual insights, enabling the
researcher to trace the evolution of digital HRM practices over time. However, documentation also posed
challenges, such as limited access to sensitive or confidential records and the potential for selective reporting
within organisational documents (Henttonen, 2017). The researcher ensured transparency by corroborating
document findings with data from interviews to address these limitations. This triangulation helped mitigate

the risk of bias and provided a broad understanding of the research topic.

3.9 Triangulation and Integration of Data

Triangulation and integration of data were employed in this study to enhance the validity and depth of
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the findings. Triangulation involves the use of multiple methods, sources, or theoretical perspectives to cross-
verify data, ensuring a more comprehensive understanding of the research topic (Denzin, 2012). In this study,
triangulation was achieved through the integration of data collected via semi-structured interviews, and
organisational documentation. This methodological approach provided a framework for exploring the effects

of digital transformation on HRM practices within SMEs in New Zealand.

The first type of triangulation employed was data triangulation, which involves collecting data from
multiple sources to gain a well-rounded perspective. Semi-structured interviews allowed participants to share
their personal experiences and insights regarding digital HRM tools and processes. This primary data was
supplemented with organisational documentation, such as HR policies, training materials, and internal reports,
which offered formalized and structured accounts of HRM practices. The study ensured that the findings were
not limited to a single viewpoint but reflected multiple perspectives by comparing and cross-referencing these
diverse sources. Methodological triangulation was another key strategy used in this study. The researcher
captured both individual and organisational dimensions of digital transformation by employing different
qualitative methods, including interviews and, document analysis. Theoretical triangulation was also applied
by incorporating existing frameworks and concepts to interpret the data. The study drew on theories such as
the TAM model and RBV to analyse participants' adoption of digital HRM tools and their perceptions of
organisational change. These theoretical perspectives provided a lens through which the data could be

understood, offering deeper insights into the dynamics of digital transformation within SMEs.

Integrating data from multiple sources and methods was central to the thematic analysis process.
Themes identified during the coding of interview transcripts were cross-referenced with findings from
documentation. For example, a theme related to workforce adaptation to digital tools was supported by
evidence from training materials that highlighted organisational efforts to upskill employees. This iterative data
integration process ensured the themes were comprehensive and grounded in empirical evidence. Validation
strategies were employed throughout the triangulation process to ensure the credibility and reliability of the
findings. Peer debriefing with research supervisors and colleagues provided additional layers of scrutiny,
helping to refine the analysis and address potential biases. This approach ensured that the findings remained

balanced and reflective of the complexities inherent in digital transformation processes.

3.10 Credibility, Transferability, and Trustworthiness

Establishing credibility, transferability, and trustworthiness is critical to ensuring the rigor and
reliability of qualitative research. These principles safeguard the study's integrity by ensuring its findings
accurately represent participants' perspectives and offer meaningful insights into the research topic (Guba &
Lincoln, 1994). As this study investigates the effects of digital transformation on HRM practices within SMEs

in New Zealand, the researcher implemented several steps to uphold these standards. Credibility refers to the

41



confidence in the truth of the research findings and their alignment with participants' experiences (Guba &
Lincoln, 1994). To enhance credibility, the study employed triangulation by using multiple data sources,
including semi-structured interviews and organisational documents. This methodological triangulation ensured
that the findings were not limited to a single perspective but reflected diverse viewpoints, thereby increasing
their authenticity (Denzin, 2012). which ensured that the study captured diverse intended meanings and
minimized potential misrepresentations (Birt et al., 2016). Prolonged engagement with participants during
interviews further enhanced credibility by allowing the researcher to build trust and gain deeper insights into

the contextual factors influencing digital transformation.

Transferability refers to the extent to which the findings can be applied to other contexts (Guba &
Lincoln, 1994). While qualitative research does not aim for generalizability, providing detailed, rich
descriptions enables readers to assess the relevance of the findings to their own settings (Guba & Lincoln,
1994). This study achieved transferability through thick descriptions of the research context. This allows
readers to draw parallels to similar contexts by offering detailed accounts of participants' experiences and the
organisational environments in which they operate. Purposeful sampling further contributed to transferability
by ensuring the inclusion of diverse participants from various industries, broadening the applicability of the

findings.

Trustworthiness contains the overall rigor of the research process, ensuring that the findings are
dependable, confirmable, and credible. Data saturation was another strategy used to ensure trustworthiness.
Data collection continued until no new themes or insights emerged from additional participants, indicating that
the data were comprehensive and sufficient to address the research questions (Fusch Ph D & Ness, 2015). This
approach ensured that the findings represented various perspectives and were not limited by incomplete or
insufficient data. Transparency was maintained throughout the study by clearly outlining the research design,
data collection methods, and analytical processes. Participants were provided detailed information about the
study, including its purpose, methods, and ethical considerations, fostering trust and encouraging open
communication. Ethical approval from AUTEC further reinforced the study's adherence to ethical and
methodological standards, ensuring the integrity of the research process. While the study implemented
strategies to enhance credibility, transferability, and trustworthiness, certain limitations were acknowledged.
The reliance on snowball sampling introduced bias by favouring participants within specific networks,
potentially limiting the diversity of perspectives. To mitigate this, the researcher sought participants from
various industries, such as law, design, manufacturing, retail, and professional services. Additionally, the
qualitative nature of the study means that the findings are context-specific and may not be directly
generalizable. However, providing detailed contextual descriptions allows readers to evaluate the applicability

of the findings to their own settings.
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3.11 Ethics

Ethical considerations are a cornerstone of qualitative research, mainly when working with human
participants and sensitive organisational data (Bryman, 2016). This study adhered to rigorous ethical standards
to ensure participants' rights, privacy, and well-being while maintaining the research process's integrity. The
Auckland University of Technology Ethics Committee (AUTEC) approved the ethical framework guiding this
study under code 24/317 on 18th November 2024. Data collection commenced after securing this approval,
ensuring all research activities complied with institutional and ethical guidelines. The principle of informed
consent was central to the ethical design of this study. The nature of the research with a detailed information
sheet was sent to participants, outlining their role in the study and the potential benefits and risks of
participation. This document highlighted that participation was entirely voluntary and that participants could
withdraw at any stage without any consequences. Written consent was obtained from all participants before
the interview, ensuring that they fully understood their rights and the scope of their involvement (Israel & Hay,
2006). Confidentiality was another critical aspect of the ethical framework. The researcher removed all
personal identifiers from the data to protect participants' identities, and pseudonyms were used to report
findings. Data were stored securely on encrypted AUT cloud storage, accessible only to the researcher. These
measures complied with the AUT data protection policies, ensuring participants' information was handled

carefully (Saunders et al., 2018).

All participants in this research had voluntary participation strictly throughout the study. Participants
were assured that their decision to participate or withdraw would not impact their professional relationships or
standing within their organisations. This approach encouraged an environment of trust, encouraging
participants to share their experiences openly and honestly (Orb et al., 2001). Additionally, snowball sampling
required careful consideration of referral dynamics to avoid perceived coercion. Participants were explicitly
informed that referrals were optional and referred individuals would be contacted independently to ensure their
voluntary consent. The research also adhered to the principle of beneficence by minimizing potential risks and
ensuring that the study generated meaningful benefits. The interview process was designed to be non-intrusive
and respectful, allowing participants to share their perspectives comfortably. Topics such as challenges with
digital HRM tools were approached with empathy and professionalism, and participants were encouraged to
share only what they felt comfortable discussing. Support resources, including contact information for

professional organisations, were provided to participants who sought further assistance.

The ethical approval process involved a thorough review by AUTEC of the research design, data
collection methods, and potential risks that could arise. This review ensured that the study met ethical standards
and that adequate measures were in place to protect participants. The approval granted by AUTEC underpinned

the study's commitment to ethical research practices and provided a clear framework for addressing any
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unforeseen ethical issues during the research process (Hammersley & Traianou, 2012). Reflexivity played a
key role in maintaining ethical rigor throughout the study. The researcher maintained an ongoing reflective
journal to critically examine personal biases, assumptions, and participant interactions. This practice ensured
that ethical considerations were not treated as a static checklist but as an evolving commitment to ethical
integrity (Guillemin & Gillam, 2004). The researcher was able to adapt to ethical challenges and maintain the

trust and confidence of participants by continuously reflecting on the research process.

Overall, this study adhered to strong ethical principles to ensure participants' rights, privacy, and well-being.
The approval from AUTEC, combined with strategies such as informed consent, confidentiality, and
reflexivity, ensured that the research was conducted with integrity and respect. The study safeguarded
participants and enhanced the credibility and reliability of its findings, contributing to the literature on digital
transformation in HRM within SMEs by prioritizing ethical considerations at every stage. This chapter
presented a qualitative, interpretivist approach tailored to understanding how digital transformation shapes
HRM practices in New Zealand SMEs. By employing semi-structured interviews and thematic analysis, the
research provides an in-depth, context-sensitive exploration of managerial perspectives, system use, and
strategic implications of digital HR tools. The methodological design ensures the study’s credibility, reliability,
and ethical integrity, setting the stage for the findings presented in the next chapter.
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Chapter 4: Findings and Analysis

4.1 Introduction

This chapter presents the findings of this study, which investigates how digital transformation affects
HRM practices within SMEs in New Zealand. As digital technologies continue to reshape organisations’
operations, SMEs increasingly adopt digital HR tools to manage recruitment, onboarding, training and
development, performance management, and employee engagement. While existing literature often highlights
the potential benefits of digital HR systems, limited qualitative research has explored strategic and operational
changes in the aftermath of digital transformation and how SME managers experience and interpret these
changes in practice. This chapter addresses that gap by presenting key themes from interviews with 11 HR
managers, capturing their lived experiences and evolving perspectives on digitalisation within the HR domain.

The following central research question guides the analysis:

How has digital transformation in HRM affected the management of human resource tasks in SMEs in New

Zealand?

1. How is HR technology used in SMEs to assist in managing HR functions?
2. What are the strategic and operational changes to HRM practices due to digital HRM technology?

3. What has been the experience of SME business managers in relation to the digitalization of HR

processes?

This chapter is structured around three main themes closely aligned with one of the research sub-
questions. The first theme, Perceived Usefulness and integrating technology, addresses RQ1 and explores how
SMEs use digital HR tools to manage core HR functions. Drawing on the TAM, this section focuses on
perceived usefulness and ease of use. The RBV is used to explain how these tools align with the existing
operational capacities of the business. The second theme, Strategic and Operational Capability Formation
through Digital HR Integration, corresponds to RQ2 and examines how digital systems support broader
organisational transformation. This part applies RBV to understand how digital tools enhance long-term
capability and competitive advantage and draws on TAM to explain how SMEs maintain sustained engagement
with digital systems over time. The third theme, Managerial Cognition and Evaluative Framing of Digital HR
Transformation, addresses RQ3 and focuses on how SME managers perceive, interpret, and evaluate
digitalisation within HR practices. This section draws on TAM to examine attitudes toward system use and

technology fit. Participant quotes are embedded throughout to support interpretation and demonstrate how the
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findings relate to real-world SME settings. Additionally, the chapter includes data structures developed to

visually demonstrate the transition from raw data to theoretical themes.

Figure 1-Data Structure.

1st order Code 2nd order Themes Aggregate Dimension

“We mainly use payroll programs Thankyou Payroll Adoptmg BﬂSiC HR

to record timesheets and pay people. We also use Slack
to communicate between teams.” (Participant 4) Technologieg

“We have outsourced their payroll to datacom. And r
there is an integration between BAMBOOHR and . .
datacom, something that we are struggling with is just N NaVIgatlng HR System
the accurate information feeding back and forth to In‘[egration Issues

datacom.” (Participant 5) \

Integrating Technology

“There are quite a few different tools we needed to (
build. It's not an all-in-one package. Unfortunately, e
we've had to build it ourselves, like most companies, | > BUIldlng HR ECO'SyStem

think, do™ (Participant 2)

‘W—’

“We started using Ace Payroll about six or seven years
ago. Before that, we managed payroll manually using
spreadsheets. The good thing about Ace Payroll is that

Automating Administrative

calculates annual leave, sick leave, and keeps records HR Tasks

of when staff members joined, their leave history.” \_ y L

(Participant 7) Perceiving Usefulness
( )

“We used SurveyMonkey to send out staff surveys N Utlllzmg HR Engagement

asking what’s going well, whats not working, that

kind of thing.” (Participant 4) TOD]S
\. J
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consist approach for all our teams.” (Participant 5) >

through Digitization

Transforming the HR
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configuration and maintenance of the system. —> 1
So now we're not doing the manual work. ” (Participant roles
1 L J
“Digital tools provide detailed and accurate analyses [ . ) h
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level has significantly improved with these platforms.” ] . -
Decision-Making
(Participant 8) \ Buildi
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Strategic Digital
“Moving to the digital Solution, we've had to tailor it, a ' Capab]l][y
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Functionality out of the performance tool because we L . .
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h] -
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“it’s mostly because I'm not aware of them. Also, since (" . . . )
we're a small five-member team, including myself, I Bounded Ratlonahty in HR
don’t know if we really need such tools.” (Participant [~ Decision_Makjng
7 . .

v, Cognitive Barriers and

Experiential Constraints
“It has added to my workload in some ways. These
tools require management—they don’t work ]ncreasil‘lg Cognitive Load
automatically. I have to record information, review —- o
requests, and approve things on a regular basis.” from HR D]g]tal Tools
(Participant 2) \_ )
“I would definitely recommend having a proper digital )
HR system. It makes everything more organized and
efficient. Instead of keeping physical records, which Recoganlng dlgltahzat[on
can be time-consuming and prone to errors, a digital b fits
system allows you to track everything easily.” enchits
(Participant 6) J Learning Through Digital
Transformation

“We looked at and tried out a whole bunch of different . . . )
software. To make sure that we were choosing the right Learnlng to Na\"lgate mn
one. What we found is they're all strong in different Digitalization
areas.” (Participant 5)

>

4.2  Integrating Technology and Perceiving Usefulness.

Integrating technology in HRM refers to the strategic and operational process of embedding digital
tools, platforms, and systems into human resource functions to enhance HR activities' efficiency, accuracy,
scalability, and strategic value (Hagel et al., 2017). Perceiving usefulness in HRM refers to the extent to which
HR managers or employees believe that using a digital HR system or tool will improve their ability to perform
HR-related tasks efficiently and effectively (Venkatesh & Bala, 2008). These two overarching dimensions were
grouped based on how participants described their experience with digital HR tools (See Figure 1). The table
illustrates how first-order concepts from participants’ data lead to 2nd second-order themes that are

progressively abstracted into these two aggregate dimensions.

The first aggregate dimension of integrating technology includes the second-order themes such as
Adopting Basic HR Technologies, Navigating HR System Integration Issues, and Building HR Eco-System.
The second aggregate dimension, Perceived Usefulness in SME Operations, includes second-order themes such
as Automating Administrative HR Tasks, Utilizing HR Engagement Tools. These dimensions directly address

Research Question (a): How is HR technology used in SMEs to assist in managing HR functions?

4.2.1 Integrating Technology: Adopting Basic HR Technologies.

Adopting basic HR technologies is the initial phase of digital transformation, where organisations

implement basic systems such as payroll and employee recordkeeping tools to automate routine tasks and
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improve administrative efficiency, and this stage lays the groundwork for more strategic uses of HR technology
in the future (Ruél et al., 2004). Participants described how manual HR processes often led to errors and
inefficiencies. In response to these challenges, many SMEs have adopted basic digital tools like Thankyou
Payroll, Tanda, Timbel, and Slack to streamline the HR process. These tools were viewed as significantly

reducing administrative burden and improving daily HR operations.

Participant 7 shared his experience with basic HR tools:

“We started using Ace Payroll about six or seven years ago. Before that, we managed payroll manually

using spreadsheets.” (Participant 7)

For Participant 7, the adoption of digital HR technology began from spreadsheets to a basic payroll
system. This decision marked a meaningful first step toward digital transformation. Resources are often limited
in small and medium-sized businesses, where time and precision are critical. This move echoes what
Bondarouk and Brewster (2016) describe as the foundational stage of HR digitalisation, where businesses
implement basic systems to automate routine tasks, and then gradually move to advanced HR platforms. From
the TAM lens, Participant 7’s shift reflects a recognition of the tool’s perceived usefulness, which offered a
clear improvement over manual processes by reducing complexity and improving record accuracy (Davis,
1989). The RBV explains this transition by framing the digital tool as a valuable, firm-specific resource

supporting internal efficiency (Barney, 1991).

Participant 4 also added:

“We mainly use payroll programs Thankyou Payroll, to record timesheets and pay people. We also use

Slack to communicate between teams.” (Participant 4)

This quote shows that SMEs have begun to shift toward basic HR technology to simplify essential
administrative processes rather than implementing comprehensive digital HR ecosystems. Participant 4 relied
on Thankyou Payroll, a tool for managing wages and timesheets. Although limited in scope, this type of digital
solution represents a significant first step in the broader journey of HR digitalisation. According to the TAM,
the decision to continue using such tools is often shaped by perceived usefulness, whether they make tasks
faster, easier, and more accurate (Davis, 1989). These tools contribute to long-term efficiency and lay the

groundwork for future digital upgrades.
Participant 4 further supports this theme:
“We use Tanda for rostering. It’s great because all the rosters are set up there, and staff can access them

from their phones.” (Participant 4)

This quote also highlights how foundational digital tools like Tanda are helping SMEs digitize basic
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but critical functions like staff rostering. For Participant 4, the adoption of this technology was driven by
convenience and accessibility, attributes that are often decisive in early-stage digital HR adoption. According
to Martin et al. (2008), the implementation of such foundational basic HR tools is a hallmark of the
administrative phase of e-HRM, where the focus is on improving day-to-day functionality. The TAM reinforces
this by identifying ease of use and perceived usefulness as central to adoption; in this case, employees' ability
to access rosters on their phones translates directly into improved operational coordination. Though seemingly

simple, rostering tools like this help SMEs transition from reactive to proactive workforce management.

This sub-theme highlighted how SME managers are adopting basic digital HR tools such as payroll
systems, timesheet trackers, and communication platforms as part of their initial adaptation process. The
transition away from manual processes was often driven by factors that save time, reduce human error, and
support business growth. While these technologies are not comprehensive HRM solutions, their adoption
reflects a foundational step in the broader digital transformation journey. Underpinned by the Technology
Acceptance Model, perceived usefulness emerged as a critical factor in adoption, Viewed through RBV lens
of the VRIO framework, these tools can be considered valuable, as they improve administrative efficiency and
reduce errors. However, they are neither rare nor inimitable, since many SMEs across sectors can adopt similar
oft-the-shelf solutions. Additionally, unless they are organised within well-aligned internal routines and
supported by staff training or managerial capability, their impact may remain limited to short-term operational
gains. Therefore, while these basic tools help build initial digital capability, they are more likely to provide
competitive parity rather than sustained competitive advantage unless they are further integrated and

customized within a strategic HRM context.. These findings directly contribute to the first Research Question

(RQ).

4.2.2 Integrating Technology: Navigating HR System Integration Issues

Navigating HR System Integration Issues refers to the organisational effort to address the challenges
that arise when multiple HR technologies are not seamlessly connected (Parry & Tyson, 2011). One of the
challenges identified was the lack of seamless integration between the various digital HR tools used by SMEs.
While many participants expressed an interest in improving efficiency through digital systems, they also
reported that these tools often functioned in isolation, requiring manual intervention to fill in gaps. This
undermined the purpose of digitalisation and added unexpected layers of complexity to routine HR tasks.

Participant 5 shared a specific example that illustrates this breakdown:

"We have outsourced the payroll to Datacom. And there is an integration between BambooHR and
Datacom; something that we are struggling with is just the accurate information feeding back and forth

to Datacom." (Participant 5)
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This quote points out the integration Challenges between the two platforms of BambooHR and
Datacom, which frequently malfunction. As a result, Participant 5 and her team had to manually correct errors.
These disruptions not only negate the efficiency benefits expected from the technology but also cause
frustration and reduced trust in the system. According to TAM, users are more likely to reject or under-utilise
systems they perceive as complex, unreliable, or time-consuming (Holden & Karsh, 2010). In this case, even
though the technology had been adopted, its inability to function smoothly within the broader HR ecosystem

reduced its perceived usefulness and ease of use, two key drivers of acceptance.

Participant 5 further support for this theme:

"We use Seek to manage applicants, but unfortunately, Seek and Bamboo don't have strong

integration." (Participant 5)

Here again, the value of digital tools was diminished by the absence of system cohesion. When the
applicant tracking system and the advertising platform lack strong integration, the recruitment team must
manually transfer data between platforms or manually go through applicants on the recruitment websites. This
approach slows down the hiring process. From the RBV perspective, technologies that do not align with a
firm’s internal capabilities or cannot be leveraged effectively offer limited strategic advantage (Elrehail et al.,

2020).

In summary, while digital HR tools are often adopted with the promise of streamlining processes,
participants’ experiences revealed that poor integration across systems can compromise these benefits. Rather
than enabling seamless workflows, disconnected platforms like BambooHR, Seek, and Datacom introduced
inefficiencies that required manual corrections and delayed HR functions. These integration issues not only
eroded confidence in the technology but also disrupted the intended flow of recruitment, payroll, and data
management tasks. As shown through both the Technology Acceptance Model and, a lack of system cohesion

reduces perceived usefulness and hinders the strategic potential of digital tools in SME environments.

4.2.3 Integrating Technology: Building HR Eco-System

The Building HR Eco-System refers to the deliberate selection and implementation of digital tools
optimally aligned with an organisation’s specific HRM needs (Parry & Tyson, 2011). A consistent pattern
across the interviews was that SMEs rarely rely on a single, unified HR system. Instead, they combine
specialised tools to meet their unique operational needs. These combinations are often developed through trial
and error, resulting in HR systems that are highly customised, flexible, and built around specific organisational

workflows.

50



Participants 2 and 5 explained the strategic approach towards building HR ecosystem:

“What we found across the board is there's no one tool that. Does everything, so it depends on how
extensively you put weight behind it. Different tools. Sometimes you would have to get different tools

to build onto the other and create an ecosystem of HR platforms.” (Participant 5)

"There are quite a few different tools we needed to build. It's not an all-in-one package. Unfortunately,

we've had to build it ourselves, like most companies, I think, do." (Participant 2)

These approaches support the second-order theme, Building HR Eco-System. SMEs are different from
one another. It is important to strategically adopt digital tools to build an HR ecosystem that aligns with their
internal workflows and business logic. RBV notes that organisational performance improves when systems are
adapted to fit internal capabilities rather than the reverse process (Teece, 2018). This customisation process
becomes a source of strategic differentiation, enabling SMEs to scale their digital operations gradually while

maintaining flexibility.

Participant 1 illustrated this principle in the financial management context:

"We also use a time tracking system. Our consultants record their time. It's called Harvest, and it flows

into Xero for billing and payroll. And we also use PayHero for payroll." (Participant 1)

This example shows the importance of the strategic value of an interconnected system of specialised
digital tools. Harvest tracks time, Xero handles invoicing, and PayHero manages payroll; each tool performs a
focused function. This interconnected setup reflects ease of use, TAM, and strategic alignment with the

company’s needs, RBV.

This sub-theme highlights how SME:s strategically combine digital tools to create customised HR
ecosystems that best align with their operational needs, rather than relying on comprehensive all-in-one systems
like large organisations. Participants described assembling modular platforms often through trial and
adaptation, which offer practical functionality without overcomplicating internal workflows. Participants'
examples show that this best-fit ecosystems approach allows SMEs to control HR processes while gradually
building digital capacity. From the Resource-Based View, this tailored digital configuration represents more
than just a technical solution. it becomes an internal capability shaped by organisational learning, decision-
making, and business context. Applying the VRIO framework, these SME-specific HR ecosystems are clearly
valuable, as they improve operational control and adaptability. In many cases, they are also rare because no
two systems are assembled the same way. Where SMEs develop systems through lived experience, tight

integration, and internal alignment, these ecosystems may become difficult to imitate, especially if their
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effectiveness is rooted in firm-specific routines or tacit managerial knowledge. When supported by
organisational processes and digital fluency. When they are organised to capture value, they move beyond
short-term efficiency and begin to deliver sustained competitive advantage. These findings suggest that the
strategic assembly of digital HR tools, when uniquely configured and organisationally embedded, can become

a core capability for SME:s.

4.2.4 Perceiving Usefulness: Automating Administrative HR Tasks

Automating administrative HR tasks means using digital technologies and software systems to
streamline and perform routine human resource management activities such as payroll processing, leave
tracking, employee record keeping, onboarding, and performance reviews without continuous manual input
(Willis et al., 2020). Several participants described how automation and tools have become embedded in daily
HR operations. These tools are increasingly used to streamline repetitive tasks, support decision-making, and
reduce administrative burden. Importantly, their adoption reflects convenience and a more profound shift in

how SMEs design lean, data-driven HR systems to address capacity limitations and strategic needs.

Participant 9 explained how automation is being applied in recruitment:

"Al now can integrate HubSpot with automated responses. You can even use ChatGPT to craft

professional HR responses." (Participant 9)

This quote shows how businesses are integrating Al tools to automate candidate engagement, reducing
the need for HR staff to send messages manually. According to the TAM, tools that reduce effort and increase
perceived usefulness are more likely to be adopted (Holden & Karsh, 2010). Participant 9’s comment
demonstrates this: Al offers immediate value in time savings and consistency. From an RBV perspective, Al-
enhanced communication strengthens operational efficiency by standardising workflows and freeing human

resources for more strategic tasks (Chillakuri & Attili, 2022).

Participant 4 provided insight into how automation supports ongoing business monitoring:

"Our system is really good at generating reports. You can pull a lot of different data, branch-specific

reports, overall staff & company performance, or even sales trends by time of day." (Participant 4)

This aligns with the second-order theme, Automating Administrative HR Tasks. Digital systems that
produce real-time, visual data enable managers to quickly analyse trends, identify weak spots, and make
informed decisions. From the RBV lens, tools that enhance organisational insight provide a sustained

competitive advantage by improving agility and responsiveness (Datta, 2007). These capabilities go beyond
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administrative convenience; they represent a strategic asset that supports continuous improvement and

performance visibility across the business.

Participant 8 added a further operational perspective:

"We use digital tools to analyse employee performance. They make analysis easier and save a lot of
time. We have a small administrative team, so these tools helped us manage tasks more efficiently."

(Participant 8)

This quote also supports the second-order theme, Automating Administrative HR Tasks. SMEs with
limited staffing can use automation for repetitive tasks to enable efficient performance evaluation without
overburdening the team. In TAM terms, the perceived usefulness of these tools makes them highly adoptable
in resource-constrained environments. In RBV terms, maintaining structured performance analysis even with

minimal staff contributes to a more scalable and resilient HR function (Gerhart & Feng, 2021).

In summary, the automation of administrative HR tasks has had a transformative impact across
participating SMEs. Whether through payroll systems, Al-integrated communications tools, or digital
platforms for recruitment and performance review, automation has enabled these businesses to reduce
administrative overhead and improve the reliability of HR processes. From both the TAM perspectives, such
tools increase perceived usefulness, streamline resource deployment. From the Resource-Based View, these
technologies enhance operational efficiency and can become internal assets when embedded into workflows.
Applying the VRIO framework, automated HR systems are clearly valuable, offering time savings, consistency,
and data-driven insights. However, they are typically not rare, as many SMEs have access to similar tools.
Their imitability depends on the degree of integration. Standard payroll software is easily replicable, but when
automation is tailored to organisational workflows and supported by internal knowledge or Al-driven data
customisation, imitation becomes more difficult. Finally, the tools offer strategic value only when SMEs are
organised to leverage them through skilled staff, reporting routines, and decision-making practices. In most
cases, automation contributes to temporary competitive advantage or competitive parity, unless it is part of a
broader, uniquely configured digital HR strategy. Thus, automation serves as an enabler, but its strategic

potential depends on how well it is embedded and differentiated within the SME context.

4.2.5 Perceiving Usefulness: Utilizing HR Engagement Tools

Utilizing HR Engagement Tools refers to digital platforms and systems to enhance interaction,
feedback, and collaboration between employees and management (Minbaeva et al., 2002). In the context of
SMEs, maintaining engagement and communication is essential to organisational success. Participants shared

examples of how digital tools transmit information and foster workplace connection, responsiveness, and
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inclusion. The interviews strongly emphasised adaptability; businesses frequently combined informal tools
such as WhatsApp with more structured platforms like Microsoft Teams or SurveyMonkey to meet various

engagement needs.

Participants explained:
" WhatsApp is just quicker and easier to engage with each others as Small business.” (Participant 7)

“WhatsApp is a tool we use to get staff feedback as a small business. Engagement is more important.”

(Participant 2)

These statements highlight how informal tools like WhatsApp support engagement among SME staff
and the management. The choice of this tool was based on its simplicity, speed, and familiarity. The TAM helps
explain this user behaviour. When a technology is perceived as easy to use and useful, it becomes integrated
into routine practice (Holden & Karsh, 2010). Low-barrier tools like WhatsApp are often preferred in SMEs
where formal digital infrastructure may be limited because they allow teams to stay connected without technical

support.

Participant 4 added a different perspective on employee engagement:

"We used SurveyMonkey to send out staff surveys asking what's going well, what's not working, that

kind of thing." (Participant 4)

This reflects where digital platforms are used to gather structured feedback. Unlike WhatsApp,
SurveyMonkey enables formal, anonymous expression, giving staff a safer channel to share concerns and
suggestions. From an RBV perspective, creating structured feedback loops is a strategic resource that enhances
organisational decision-making. It contributes to internal transparency, employee voice, and trust, all vital for

building a resilient workplace culture (Elrehail et al., 2020).

In summary, participants explained how utilizing HR Engagement Tools is critical in maintaining
connection, responsiveness, and employee voice within SMEs. Whether through instant messaging platforms
like WhatsApp or structured feedback systems like SurveyMonkey, the emphasis was on accessibility and
adaptability. These tools were not only chosen for their functionality but also for their ease of integration into
everyday routines. According to the Technology Acceptance Model, such perceived usefulness and ease of use
drive user adoption. Furthermore, From the Resource-Based View, these engagement tools are certainly
valuable, as they facilitate real-time feedback and contribute to a stronger organisational culture and employee
alignment. However, most tools, particularly widely available apps like WhatsApp or SurveyMonkey, are
neither rare nor inimitable, as they can be easily adopted by competitors. They are unlikely to be inimitable or

to lead to sustained advantage. Finally, while these tools are often well organised within SME workflows due
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to their ease of use, they mostly support temporary or parity-based advantages. To achieve more lasting
strategic value, engagement platforms must be paired with unique organisational routines or cultures that are

difficult to replicate.

4.3  Building Strategic Digital Capability and Transforming the HR Function

Building Strategic Digital Capability is an organisation's ability to effectively utilize its internal digital
resources to gain a sustained competitive advantage (Barney, 1991). Transforming the HR Function means
reengineering daily workflows and routines, which includes integrating digital technologies that streamline,
automate, and modernize human resource practices (Hammer, 1990). These two concepts are closely linked,
as digital transformation streamlines HR operations and supports long-term capability development within
SME:s. These insights were grouped into two aggregate dimensions based on how participants described their
use of digital HRM tools (See Figure 1). The table illustrates how first-order concepts from participant

interviews were systematically abstracted into second-order themes and broader aggregate dimensions.

The first aggregate dimension, Transforming the HR Function, includes the second-order themes of
Streamlining HR Operations through Digitization and Enhancing Efficiency in Roles. The second aggregate
dimension, Building Strategic Digital Capability, includes the second-order themes of Enabling Data-Driven
HR Decision-Making and Tailoring Digital HR Tools for Strategic Fit. Together, these aggregate dimensions
directly address Research Question (b): What are the strategic and operational changes to HRM practices due
to digital HRM technology?

4.3.1 Transforming the HR Function: Streamlining HR Operations through Digitisation.

Streamlining HR Operations through Process Digitisation means streamlining and automating routine
tasks such as data entry, record keeping, and transaction processing through digital technologies, leading to
faster, more accurate, and cost-effective outcomes (Davenport, 1993). In many small and medium-sized
businesses, the HR department used to be overloaded with repetitive, manual tasks, like tracking leave, filing
paperwork, creating rosters, or updating employee records. But with digital HR tools, smarter, faster systems
are replacing this manual workload. This section shows how participants have experienced real gains in

Streamlining HR Operations through Digitization.

Participant 5 explained how digitising HR operations supported organisational growth and consistency

across teams:

“The manual aspect of HR management has reduced, but we have grown the business significantly, so

using that tool means we could grow the business. If we were still trying to do things manually, it
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would be very difficult to grow the business and create a consistent approach for all our teams.”

(Participant 5)

Participant 5°s reflection illustrates how important it is to adopt technology for a fast-growing business
environment. Her narrative shows that reduced manual work not only improves workflow but also creates the
infrastructure needed to scale without compromising consistency. This aligns with the RBV, which views
internal systems like digital HR platforms as strategic resources that enhance operational capabilities (Bresciani
et al., 2021). Her emphasis on standardisation across teams reflects how digitisation supports organisational

alignment, which is a key factor in performance sustainability.

Participant 5 also described how automation improved onboarding procedures:

“All forms are automated and built into templates for the onboarding pack... employees can fill in their
information directly into BambooHR and upload their documents... we’re not having to manually

receive them and put data and upload files.” (Participant 5)

The automation of onboarding is not only efficient but also reduces data entry errors and time lags. It

reflects the TAM, which posits that ease of use and perceived usefulness drive user adoption (Venkatesh, 2000).

Similarly, Participant 4 highlighted time savings gained through digital rostering tools:

“When we switched to Tanda, it probably saved me about two hours a week... now it takes about half

an hour.” (Participant 4)

This quote indicates that automation directly reduces weekly admin hours. These hours can be
reallocated to planning or business development. This finding also supports the TAM, where perceived
usefulness is a key determinant of technology adoption. In Participant 4’s case, the time savings directly

enhance the perceived value of the system.

In summary, the shift to digital HR tools marked a turning point in managing routine tasks. What once
consumed hours of manual input, such as onboarding, rostering, and leave tracking, was now handled through
automated, user-friendly platforms. Participants like Participant 5 and Participant 4 described how digitization
allowed their businesses to grow and do so with consistency and control. These findings reveal a coherent
pattern: SMEs use digital tools to offload administrative weight, enabling staff to shift focus toward value-

added roles.

4.3.2 Transforming the HR Function: Enhancing efficiency in roles

Enhancing efficiency in roles refers to the use of digital tools, streamlined workflows, and automated
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processes to enable employees, particularly those in HR and management, to perform their responsibilities
more quickly, accurately, and with reduced administrative burden (Kavanagh et al., 2015). This includes
improving access to information, reducing manual tasks, and facilitating better coordination across functions.
It’s not only removing manual work, but also restructuring it. Instead of manually entering data or completing
paperwork, HR teams are now responsible for configuring, maintaining, and overseeing digital systems that
perform these tasks. The transition from Manual Execution to Digital System Management was evident across

several accounts. Participant 1 and Participant 4 explained:

“It's really moved from a lot of manual processing for onboarding and checking to really just now

configuration and maintenance of the system. So now we're not doing the manual work.” (Participant

1)

“With Slack and other tools, you don’t have to repeat the same tasks or conversations over and over.

That also helps cut costs. Plus, having a record of everything is helpful.” (Participant 4)

Together, these reflections indicate an evolution in HR roles, moving away from repetitive,
administrative tasks toward maintaining and optimising digital systems. This shift not only increases
operational efficiency but also reflects a growing strategic capability within the organisation. From a RBV

perspective, these digital platforms become valuable internal resources difficult to replicate.

However, this transformation is not without added burden; participants described new forms of

workload added. Participant 2 reflected:

“It has added to my workload in some ways. These tools require management, they don't work
automatically. I have to record information, review requests, and approve things regularly.”

(Participant 2)

This statement reveals a key tension in digital HR work. While automation reduces routine tasks, it
introduces constant oversight duties, system monitoring, exception handling, and manual intervention when
needed. These insights highlight Ball (2001) the observation that digital HR reduces drudgery but increases

technical and cognitive responsibilities.

In summary, the adoption of digital HR tools is driving a noticeable shift in how HR roles are defined
and executed within SMEs. Tasks that once involved manual paperwork and repetitive input are now managed
through digital systems. This transformation, however, is not without trade-offs. As Participant 2 noted, digital
tools require ongoing oversight, which introduces new layers of responsibility. These changes align with the

TAM, where tools that enhance perceived usefulness drive adoption, even if they also shift cognitive demands.
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4.3.3 Building Strategic Digital Capability: Enabling Data-Driven HR Decision-Making

Enabling data-driven HR decision-making refers to the integration of digital tools and analytics
systems that allow human resource professionals and managers to make informed, evidence-based decisions
regarding people management (Rasmussen & Ulrich, 2015). Previously, HR tasks such as performance
tracking, payroll processing, and employee data storage were manual administrative tasks. Participants
described that the transition to digital platforms allowed firms to standardise HR procedures, improve reporting

consistency, and enable data-driven decision-making and transparency.

Participant 7 emphasised the transparency enabled by these systems:

“Digital tools make work easier. We are more efficient, and everything is more transparent. For
example, with ACE Payroll, staff can see their wages, leave balances, sick leave, and more. It has

improved transparency.” (Participant 7)

This reflects how digital tools contribute not only to efficiency but also to internal trust and
engagement. Applying the TAM, this represents perceived usefulness from the employee’s perspective, where
transparency directly reduces reliance on HR for routine inquiries. When employees and managers can access
real-time HR data through user-friendly platforms, it reduces ambiguity and builds trust in the system (Schnall
etal., 2015).

Participant 8’s comment illustrates a complementary angle:

“Digital tools provide detailed and accurate analyses that traditional methods cannot match. The

accuracy level has significantly improved with these platforms.” (Participant 8)

This quote shows how digital tools improve analytical accuracy in HR reporting. This shift from
manual records to digitally generated reports enables businesses to reduce human error and maintain improved
datasets. These improvements are enabling consistent HR reporting and helping performance evaluation,
especially in SMEs where small administrative teams are tasked with managing multiple HR responsibilities.
These developments align with the RBV, which emphasises that internal capabilities such as high-quality HR

information systems can serve as a basis for sustainable competitive advantage (Wright et al., 2001).

Participant 3 expanded on the broader organisational impact:

“It gives a clear picture of where the business stands. It helps with decision-making. Full transparency.

You always know what's going on and what needs to be done.” (Participant 3)

Here, the digital HR systems are not simply administrative tools. They function as enablers of
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organisational insight, informing operational choices and helping managers respond proactively to workforce
trends. Participant 3’s insight reinforces the view that digital HR platforms offer timely and relevant feedback
loops, aiding daily decision-making and cross-functional communication. From the TAM lens, this
contributes to system habitual use, while from the RBV perspective, it supports ongoing capability

enhancement through real-time resource visibility.

In summary, the integration of digital HR systems in SMEs has facilitated a meaningful transformation
in how people-related decisions are made. These tools have helped SME managers strengthen their HRM
function both operationally and strategically by improving data visibility, reducing manual errors, and
supporting transparency. When assessed through the dual lenses of TAM and RBYV, this theme illustrates how
perceived ease of use and usefulness drive adoption, while the ability to leverage HR data effectively becomes

a core organisational capability.

4.3.4 Building Strategic Digital Capability: Tailoring Digital HR Tools for Strategic Fit

Tailoring digital HR tools for strategic fit refers to the deliberate customization and alignment of digital
human resource technologies with an organisation’s specific strategic goals, internal processes, and workforce
characteristics (Fenech et al., 2019). SMEs move beyond initial adoption of digital HR systems to more
transformative strategic systems as digital tools are not only streamlining HR tasks, but they are also enabling
a reconfiguration of strategy, structure, and competitive logic. Participants described a shift from using HR
software merely for administrative convenience toward leveraging these tools to redesign internal workflows,

enhance adaptability, and reposition HR as a strategic partner.

Participant 1 shared a compelling example of such reconfiguration in action:

“Moving to the digital solution we've had to tailor it and we essentially had to strip all of functionality

out of the performance tool because we didn't need people writing and submitting.” (Participant 1)

This quote illustrates the importance of tailoring digital tools to match with organisational strategic fit,
rather than accepting the tool’s default settings, Participant 1’s organisation modified the system strategically
to align with their internal workflows, demonstrating how digital maturity involves experimentation, re-
alignment, and context-driven adaptation. From the RBV perspective, these tailored capabilities become

unique resources embedded in organisational routines, not easily replicable by competitors (Barney, 1991).

Participant 9 mentioned:
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“Some companies actually have a competitive advantage because of their digital HR tools. But you'll
have to figure out which ones to match your business.”(Participant 9)

Participant 9’s insight signals a growing awareness that digital HR systems, when strategically aligned,
can move beyond their traditional role as administrative tools to become core drivers of competitive advantage.
His comment underscores the importance of fitting the idea that not all technologies offer value universally,
but rather, their effectiveness depends on how well they align with an organisation’s specific needs, processes,
and strategic direction. This view is supported by Becker and Huselid (2006) the strategic HRM framework,
which asserts that the value of HR lies not just in efficiency gains but in its ability to amplify firm agility and

transformation readiness.

In summary, Digital HR transformation is not about adopting the newest technology; it’s about
adopting digital HR tools strategically to match with organisational workflow. Participants shared how they
customised platforms to fit their needs. This sub-theme closely aligns with the TAM in that tailoring digital
tools to fit internal workflows enhances both perceived usefulness and ease of use, key drivers of user
acceptance. When employees and managers feel that systems reflect their actual needs, they are more likely to

adopt and engage with them effectively.

4.4  Cognitive Barriers and Experiential Constraints, Learning Through Digital Transformation

Cognitive and experiential constraints reflect the mental and perceptual challenges managers face
when digital tools are unfamiliar or when exposure to HR systems has been limited. It is not just about whether
a tool is available but about whether managers feel ready, informed, and confident enough to use it. When
awareness is low or the digital landscape feels overwhelming, the pace of transformation naturally slows
(Venkatesh & Davis, 2000). Many SME leaders begin to reshape their thinking over time, driven by necessity
and experience. This process, which we refer to as Learning Through Digital Transformation, involves more
than just learning to operate a new platform. It is about reimagining what HR can be in a digital age, building

confidence through trial and error, and adjusting strategies based on what works in practice (Teece, 2018).

These two overarching dimensions were developed from participants’ reflections on their digital HR
journeys and change experiences (See Figure 1). The table shows how first-order concepts derived from
interview data were progressively organised into four second-order themes, and these themes were further
synthesised into aggregate theoretical dimensions. The first aggregate dimension of cognitive barriers and
experiential constraints includes the second-order themes: bounded rationality in HR decision-making and
increasing cognitive load from HR digital tools. These themes capture how internal uncertainty, workload, or
digital unfamiliarity contribute to hesitation and complexity in HR digitalisation. The second aggregate
dimension, Learning Through Digital Transformation, includes the second-order themes: Recognizing

digitalisation benefits and Learning to Navigate in Digitalisation. These themes reflect how SME managers
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interpret, evaluate, and adjust to digital HRM, often learning by doing and building strategic confidence over
time. Together, these aggregate dimensions directly address Research Question (c): What has been the

experience of SME business managers in relation to the digitalisation of HR processes?

4.4.1 Cognitive Barriers and Experiential Constraints: Bounded Rationality in HR Decision-Making

Bounded Rationality in HR Decision-Making refers to how SME managers make HR-related
technology choices based on limited information, cognitive constraints, and time pressures, often opting for
solutions that are good rather than optimal (Simon, 1957). While digital systems are often promoted as time-
saving and efficient, participants described multiple hurdles that limited actual adoption. These include cost
constraints, lack of awareness, resistance to change, added workload, and limited digital literacy. One of the
central issues raised by participants was the mismatch between available digital HR tools for SMEs and the
financial constraints typical of SMEs. Several managers perceived these systems as costly, especially given the

scale of their operations.

Participant 4 Noted cost as a big factor:

“Cost is a big factor, since we’re a small business in hospitality. I’ve seen a lot of HR tools, but they
seem more targeted at medium-sized businesses like those with 50 to 100 people not smaller ones like

ours, with 10 to 30 employees.” (Participant 4)

Participant 4’s comment illustrates how digital solutions are often perceived as economically unviable
when pricing structures are tailored to larger organisations. This perception creates a cognitive barrier, leading
managers to dismiss potentially beneficial tools based on cost alone, and instead adopt only those they consider
essential and “good enough” for the business. Even when the value of these systems is recognised, affordability

concerns limit consideration and uptake, reinforcing a mindset of inaccessibility rather than strategic potential.

In addition to cost, several participants pointed to an overall lack of awareness regarding which tools
exist and how they might benefit their business. This limited visibility creates a disconnect between digital

opportunities and practical decision-making.

“Mainly because we are not aware of any tools that could help. No one has introduced us to them.”

(Participant 11)

“It’s mostly because I’'m not aware of them. Also, since we’re a small five-member team, including

myself, I don’t know if we really need such tools.” (Participant 7)

These insights expose a critical knowledge gap. In firms without dedicated HR or IT departments,
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managers often operate in isolation, making digital awareness highly dependent on external networks or service
providers. From a Managerial Perception Theory perspective, this shows how SME managers may overlook
digital tools simply because they aren’t exposed to enough strategic options. When unfamiliar with what’s
available, they tend to stick with what they know and avoid exploring new solutions (Hodgkinson & Healey,

2011).

Cultural resistance was another consistent theme, particularly related to generational differences within
the workforce. Participants expressed how older employees often resist digital change, even when systems are

introduced with positive intent.

“There’s always resistance, especially from older agents, but those who embrace it benefit from both
their experience and new technology. Those who break through become incredibly effective. But yes, there's

always resistance.” (Participant 9)

Participant 9’s insight highlights the importance of change readiness and digital confidence. As Parry
and Tyson (2011) note, successful HR digitalisation depends not only on systems but on social structures that
shape employee engagement. Resistance also adds pressure on managers to continuously support and motivate

adoption, which affects their strategic framing of such tools.

This section explored the cognitive barriers that limit SME managers from fully engaging with digital
HR tools. It highlighted how decisions are often shaped by limited awareness, cost concerns, a lack of digital
confidence, and resistance from staff. These factors often lead them to make the best decisions they can with
the information and resources available. To help more SMEs embrace digital HRM, it’s important to raise
awareness about available tools, offer more affordable options, and provide support to ease the transition,

especially for teams that may be hesitant about change.

4.4.2 Cognitive Barriers and Experiential Constraints: Increasing Cognitive Load from HR Digital
Tools

Increasing Cognitive Load from HR Digital Tools refers to the mental effort and psychological strain
experienced by SME managers when engaging with digital HR systems, particularly when these tools are
complex, unintuitive, or require constant oversight (Sweller, 1988). While digital HRM platforms are often
introduced to reduce administrative burden, participants in this study described a parallel challenge, like
transforming it into a form of cognitive and technical labour that demands sustained attention and adaptability.
Even when systems are installed, they are not always used to their full potential. This is often because managers
and staff lack the technical skills to use all the features. In some cases, the software is too complex or poorly

designed.
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Participant 10 explained:
“It’s hard to get our heads around how to use it properly. It can do a lot of things, but it’s complicated.

We’re not the most tech-savvy people, so we don’t use it to its full potential.” (Participant 10)

Tools may have strong functions, but if the users are not well-trained or if the interface is difficult, the
tool remains underused. Strohmeier (2007) warned that design and support must match user needs. Without

this, even motivated managers may stop using the system.

Some SMEs are still using spreadsheets and paper systems alongside digital platforms. This hybrid

approach often emerges when tools don’t support complex needs or when confidence in the system is low.

Participant 2 shared:

“When it comes to individual performance, it gets a bit more complicated. I look at things like wages
and earnings in relation to performance. It’s more detailed, and I often end up using my own charts or

Excel spreadsheets to track things instead of digital tools.” (Participant 2)

Participant 2’s experience shows how digital HR tools can add to cognitive load when they don’t
match a manager’s real needs. Even though the system was available, it wasn’t flexible enough for tracking
individual performance or matching the requirements, so the manager returned to using spreadsheets. This
highlights how complex or mismatch systems can lead to frustration and underuse. From the TAM perspective,

this reflects low perceived ease of use, which often discourages full adoption (Davis, 1989).

In summary, this section explored how digital HR tools can create unexpected mental strain for SME
managers. While these tools are usually introduced to reduce manual tasks, participants described how
managing and adapting to them often increases workload in different ways. Complex interfaces, lack of
training, and limited system flexibility often lead to frustration and underuse. Instead of fully relying on these
platforms, some managers fall back on manual methods. This reflects not only a high cognitive load but also

low perceived ease of use, key reasons why digital adoption remains limited in many small businesses.

4.4.3 Learning Through Digital Transformation: Recognizing Digitalisation Benefits.

Recognizing Digitalisation Benefits refers to the process by which managers become aware of,
understand the value that digital tools and technologies can bring to organisational operations. This includes
improvements in efficiency, accuracy, communication, decision-making, and strategic alignment (Bharadwaj,
2000). In the context of HRM, recognizing these benefits is a critical step in motivating adoption and
integration, as perceived usefulness is a key predictor of technology acceptance (Davis, 1989). SME managers

no longer view digital HR tools as optional add-ons. They recognize digitalisation as a core component of
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future-ready business operations. The advice shared by participants in this study shows that successful digital
transformation in HRM depends not only on adopting the technologies available but also on managers’ mindset,

recognizing the benefits of digitalisation, and willingness to engage with new digital practices.

Participant 11 articulated this emerging mindset directly:

“My advice would be to adopt digital HR tools sooner rather than later because that’s the future. If you
don’t, your business will be left behind.” (Participant 11)

The comment positions digital HR capabilities as essential resources for ensuring long-term survival
and competitiveness (Barney, 1991). This view contributes to the literature by reinforcing the idea that

managerial cognition, rather than tool availability alone, drives digital maturity (Kane et al., 2015).

Participant 7 also added a similar advice:

“I’d strongly advise them to start using digital HR tools. By now, I think most businesses are using
them. I’d be surprised if they’re not. It’s 2025, and if you're still not using digital HR tools, your
business is probably suffering.” (Participant 7)

Participant 8 highlighted the link between digital transformation and competitive survival:

“it’s really challenging to survive in today’s market. It’s like survival of the fittest, and to compete, you
need to be using digital HR tools and platforms to make your business more efficient and productive.”

(Participant 8)

Participant 6 focused on the operational control and reduction of manual errors brought by digital

systems:

“I would definitely recommend having a proper digital HR system. It makes everything more organized
and efficient. Instead of keeping physical records, which can be time-consuming and prone to errors,

a digital system allows you to track everything easily.” (Participant 6)

Participant 10’s reflection linked digital adoption with future readiness:

“It’s the future. It makes things easier, so SMEs should embrace HR tools and see how they can use it
in their business. Otherwise, we're stuck in the past. We don’t rely on paper anymore. Everything is

online.” (Participant 10)
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Collectively, these managers’ advice shows how SME managers increasingly recognize the strategic
value of digital HRM, reflecting strong alignment with the TAM and RBV. From a TAM perspective,
participants mentioned both usefulness and ease of use, indicating high intention to adopt and promote digital
HR systems (Venkatesh & Davis, 2000). From an RBV standpoint, digital tools are now viewed as internal
resources that can enhance operational control, decision-making, and long-term competitiveness (Bharadwayj,
2000). These findings contribute to the HRM literature by showing that managerial attitudes toward digital HR
are evolving, with technology seen not only as a tool for automation but as a driver of strategic transformation

in SME contexts.

In summary, this theme highlighted how SME managers are increasingly taking on the role of digital
advocates, actively promoting HR technology adoption as essential for staying competitive and future-ready.
Their reflections revealed a shift in mindset, where digital HR is no longer just about reducing paperwork but
about leading change, improving operational control, and ensuring long-term business relevance. Through their
comments, it became clear that many managers are not only using digital tools but also encouraging others in

the SME sector to do the same.

4.4.4 Learning Through Digital Transformation: Learning to Navigate in Digitalisation.

Learning to navigate in digitalisation refers to the continuous, experiential process by which managers
engage with digital HR tools, evaluate their effectiveness, adapt to challenges, and refine their use to better
align with the organisation’s operational needs and strategic goals (Bresciani et al., 2021). In the context of
SMEs, managers found that adopting digital tools isn’t a one-time decision; it’s an ongoing journey of learning,
trial and error, and adjustment. They described how successful adoption often comes from testing different

platforms, facing technical challenges, and gradually shaping the systems to fit their unique business needs.

Participant 5 elaborated on the importance of testing and comparison:

“We looked at and tried out a whole bunch of different HR software To make sure that we were

choosing the right one. What we found is they're all strong in different areas.” (Participant 5)

This comment shows that managers are not just blindly picking tools; they’re actively testing and
learning through real use. Participant 5's approach reflects a hands-on style of learning where the best fit is
discovered through direct experience. This kind of exploration is a great example of how digital navigation

works in SMEs: learning by doing, comparing tools, and figuring out what suits the business best.

Participant 1 also shared her learning experience:
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“Configuring the system to meet our specific needs was a bit challenging, and adapting to the system
was difficult. You have an idea of how things should work in your head, but the system isn’t always
built that way, and sometimes it simply can’t be configured, even with assistance from the provider,
unless you build your own API. That created a lot of roadblocks. We often had to find workarounds
because the system couldn’t accommodate our exact needs.” (Participant 1)

Participant 1 advised a more informed pre-adoption strategy:

“Before you sign up with a certain product, get demos, get calls, have meetings, and actually investigate

what's what offerings out there before you rush to one.” (Participant 1)

Participant 9 shared a similar learning curve from a recruitment-related task:

“While I focus on selecting the right candidates. That said, I did have to learn some things, like
generating reports on leads versus active and inactive candidates for my director. It took a bit of a

learning curve, but with IT support, it wasn’t difficult.” (Participant 9)

These findings show managers often start with uncertainty, testing different platforms, and
overcoming challenges. However, over time, they build confidence and adapt the tools to fit their business
needs by learning to navigate digital transformation. In RBV terms, digital systems become valuable internal
resources when managers learn to customise and embed them into daily operations. The findings support
research that shows digital transformation is not purely technical; it is deeply human, shaped by learning,

adaptation, and minds (Kane et al., 2015).

In summary, this section explored how SME managers approach digital HR adoption not as a one-off
decision, but as an evolving process shaped by trial, learning, and strategic adaptation. Participants described
how learning curves, technical limitations, and system mismatches required continuous learning to adjust their
expectations and configurations. While the lack of IT support in SMEs made this journey more complex, many
managers emphasised the importance of testing, comparing, and staying adaptable. Through these experiences,

digital HRM becomes more than just a tool; it becomes a space for strategic learning and managerial growth

4.5 Summary

This findings chapter presented an insightful exploration of how SMEs in New Zealand navigate the
digital transformation of HRM. The chapter uncovered how adopting digital tools reshapes admin tasks,
business strategy, operations, and managers’ experience with digital transformation based on interviews with

11 HR managers.

Initially, SMEs adopt basic digital HR tools like payroll software, time tracking systems, and
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communication platforms to replace manual tasks. Over time, this shift often progresses toward more advanced
and integrated HR ecosystems. While many managers found these tools helpful for boosting efficiency, they
also encountered integration issues. Some SME managers strategically selected "best-fit" technologies tailored
to their unique needs rather than adopting one-size-fits-all platforms. The TAM helped explain why ease of use
and usefulness were critical to the ongoing adoption. At the same time, the RBV highlighted these tools as
internal assets that improve efficiency and performance.

Beyond simple automation, digital tools have enabled SMEs to rethink HR as a strategic function.
Tools supported growth, improved employee engagement, and enabled data-driven decisions. Significantly,
systems were often adapted to support flexibility, aligning technology with user-friendliness. This

transformation marked a shift in HR roles from routine data entry to a more strategic, data-driven HR function.

While digital tools offered clear benefits, many managers faced barriers such as limited awareness,
technical complexity, and cognitive overload. However, over time, they reframed these challenges as learning
opportunities. Through trial, adaptation, and peer recommendations, they saw digital HRM as essential for
long-term survival and competitiveness. RBV deepened this analysis by assessing whether digital capabilities
such as customised HR ecosystems, automated processes, and learning agility were not only valuable, but also
rare, difficult to imitate, and organisationally embedded. While many tools contributed to operational efficiency
and competitive parity, only those systems that were uniquely configured, internally aligned, and continuously
improved offered potential for sustained competitive advantage. Overall, the chapter reveals a dynamic,

ongoing transformation where digital tools streamline HR and reshape how SME leaders think, plan, and lead.
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Chapter S: Discussion and Conclusion

5.1 Introduction

This chapter discusses the findings presented in Chapter 4, drawing comparisons to the existing
literature on digital transformation in HRM, particularly in SMEs, as discussed in Chapter 2. The study focused
on understanding the experiences of SME managers and how they navigate the integration of digital tools into
their daily HR functions. It clarifies how SMEs leverage technology for HR management despite unique
constraints by examining their perceptions, challenges, and adaptive learning. The findings reveal that, while
digital tools have transformed administrative tasks, many SMEs' journey towards full digital integration is
ongoing. The key themes: Perceiving Usefulness, Integrating Technology, Building Strategic Digital
Capability, Transforming the HR Function, Cognitive Barriers and Experiential Constraints, and Learning
Through Digital Transformation highlight the complexities and evolving nature of digital transformation in the

SME sector.
5.2 Integrating Technology, and Perceiving Usefulness

This section discusses the findings concerning how SMEs integrate technology into their HR practices,
particularly focusing on the challenges faced during the initial stages of digital transformation and the perceived
usefulness of the tools adopted. The transition to digital tools represents a critical phase for SMEs, where the
integration of systems designed to streamline administrative tasks is important for enhancing operational
efficiency. However, the findings highlight significant challenges in this phase, especially the difficulty in
achieving seamless integration across various HR systems, which can hinder the full benefits of digitalisation.
As observed by Davis (1989), the perceived usefulness of a technology is a key driver for its adoption, and this
study reinforces that while tools like payroll systems and engagement platforms simplify certain processes,
their value is often undermined by integration issues that reduce their overall effectiveness. The study also
resonates with the work of Strohmeier (2007), who noted that the administrative phase of e- HRM often faces
obstacles related to system incompatibilities, making it challenging for SMEs to fully realize the benefits of

these digital tools.
5.2.1 Integrating Technology: Adopting Basic HR Technologies

Adopting basic HR technologies represents the first phase of digital transformation for SMEs, where
basic systems such as payroll tools, employee record-keeping software, and engagement platforms are

implemented to automate routine tasks and improve efficiency. This initial adoption lays the foundation for
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more complex and strategic uses of HR technology down the line (Parry & Tyson, 2011). Participants in this
study highlighted that manual processes were often prone to errors and inefficiencies. As a response, many
SMEs adopted digital tools such as Ace Payroll, Thankyou Payroll, Tanda, and Slack to streamline basic HR
functions. These tools significantly reduced the administrative tasks and allowed SMEs to focus on value-
adding activities. Participants reflected on the transition from spreadsheets to a payroll system in the early
stages of digital adoption. This shift from manual to digital HR practices represents the foundational stage of
digitalisation described by Ruél et al. (2004). From the RBV perspective, these technologies represent valuable
resources. They enhance operational efficiency and accuracy, which directly supports better HR management
(Barney, 1991). This shift represents an operational change and a strategic move toward strengthening internal

capabilities, providing SMEs with an early-stage competitive advantage in managing HR tasks.

Similarly, Participants’ experience with technology such as Thankyou Payroll and Slack highlights
how SMEs incorporate multiple digital tools to manage core functions such as payroll and internal
communications. SMEs take incremental steps toward fully digital HR operations by adopting these tools. The
decision to use such tools is driven by the perceived usefulness of tools that simplify time-consuming tasks
and improve overall efficiency (Davis, 1989). This approach echoes the findings of Strohmeier (2007), who
described foundational tools as part of the administrative phase of e-HRM, where the focus is primarily on
improving the functionality of daily HR operations. Additionally, Participants used cloud-based HR tools to
access remotely and through mobile phones, improving staff coordination and facilitating smoother day-to-
day management. This digital adoption enhances operational efficiency, reflecting the importance of ease of
use and convenience, both central to TAM (Davis, 1989). From an RBV perspective, these tools provide value
by improving the speed and accuracy of information. While they may not be rare, as similar tools are widely
available, the way they are integrated into firm-specific workflows can be difficult for competitors to copy. In
particular, when SMEs build custom processes around these tools or train staff to maximise their use, this
knowledge becomes organisationally embedded (Wright & McMahan, 2011). Although these tools may appear
simple, they are instrumental in the shift from reactive to more strategic HR practices within SMEs. Most
SMEs in this research reported that their adoption of HR tools was a direct response to broader technology

uptake across the business.

5.2.2 Integrating Technology: Navigating HR System Integration Issues

Despite the widespread adoption of digital HR tools, Participants highlighted that these systems often
operate in isolation, lacking integration with other tools. This disconnect creates inefficiencies that can offset
the benefits of digital transformation, adding complexity to routine HR tasks that were intended to be

streamlined. As a result, the integration challenges undermine the potential advantages of HR technology
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adoption, leading to frustrations and a reduction in system effectiveness. Participants shared an example of
how integration issues between HR platforms significantly affected the efficiency of payroll management.

While both platforms were intended to work together, inaccuracies in data transfer led to frequent errors that
required manual correction. This issue reflects what Holden and Karsh (2010) was identified in TAM: users
tend to reject or underutilise systems perceived as unreliable, time-consuming, or complex. In this case, the
lack of seamless integration reduced the technology's perceived usefulness and ease of use, critical drivers for
continued adoption and effective use (Davis, 1989). Perceived usefulness is not a static judgment formed only
at the point of adoption. Instead, it develops over time as they experience how the system works in practice.
This evolving perception is where this study adds to the TAM model, especially in showing how integration

problems can change users’ views long after adoption.

Similarly, participants pointed out a clear gap in integration between recruitment, onboarding,
engagement, and training platforms. As a result, HR teams often had to transfer data from one system to another
manually. For example, in the recruitment process, the lack of connection between the applicant tracking
system and the main HR software leads staff to re-enter candidate information manually, slowing down the
entire hiring workflow and increasing the risk of errors. This inefficiency reflects a broader issue discussed in
the RBV, where technologies that fail to align with a firm’s internal processes or capabilities do not provide a
strategic advantage (Al-Harazneh & Sila, 2021). The resulting operational inefficiency creates a misalignment

between the organisation’s HR objectives and technological resources.

5.2.3 Perceiving Usefulness: Building an HR Eco-System

Another theme from the study was the building of an HR ecosystem that matches SMEs' specific
needs. Participants explained that instead of relying on one all-in-one HR system, they often combined several
specialised tools to meet their unique operational demands. For example, Participants mentioned that their
company had to create a customised HR system because an all-in-one solution did not exist for SMEs’ needs.
This “trial and error” approach led to a flexible system that could easily adapt to the company’s needs, which
aligns with the idea that technology should fit the company’s internal capabilities (Teece, 2018). Participants
also shared how their company used interconnected tools for time tracking, payroll, and invoicing. Even though
these tools have some integration issues, with IT support, the HR team was able to handle HR tasks more
efficiently. The idea here is that instead of using one massive system, it is more effective to use smaller,
specialised tools that connect well with each other. This finding supports the view that digital transformation
is not always a single and large-scale initiative. It often unfolds through a series of small, incremental steps,
especially in SMEs, where limited resources and capabilities demand a more flexible and gradual approach

(Vial, 2021).

The strategy of customising and connecting digital tools helps SMEs maintain control over their HR
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functions. Participants’ modular approach allowed them to gradually scale their digital HR systems without
being locked into one rigid system like large organisations. They also found that this method helped reduce
administrative work, as the tools were tailored to their workflows. This approach aligns with previous research
(Strohmeier, 2007), but it also offers new insights by showing how SMEs use technology to create flexible and
adaptive HR ecosystems. What stands out in these findings is that SMEs are increasingly looking for ways to
integrate their HR tools strategically, rather than relying on a single comprehensive system. This reinforces
earlier studies Parry and Tyson (2011) that highlight that SMEs take a more customised and adaptable approach

to their digital HR needs, which may be less common in larger organisations.

5.2.4 Perceiving Usefulness: Automating Administrative HR Tasks

The use of automated HR tools for handling routine tasks has been a common theme in existing
research, with many studies highlighting how these tools save time and reduce administrative work (Kavanagh
& Johnson, 2017). In this study, participants shared similar experiences in the SME context, describing how
they have integrated digital tools into their daily HR operations. These tools are beneficial for streamlining
repetitive tasks and supporting better decision-making, which reflects what other studies have found about the

efficiency gains and cost reductions that automation brings to small businesses (Marler & Fisher, 2013).

One of the interesting new findings in this theme was the use of Al tools for automating engagement
with candidates. While automation in HR often focuses on payroll and recruitment tracking systems, this study
found that Al is now used for tasks like automatically generating responses to candidates. This recent
development in HR automation highlights how SMEs are not just using technology to handle operational tasks,
but are also adopting advanced tools to make their processes more efficient and even enhance their decision-
making. This aligns with the TAM, which suggests that the more useful a tool is, the more likely it is to be
adopted by organisations (Holden & Karsh, 2010).

As Participants mentioned, another valuable insight from this theme was how SMEs use digital tools
that generate real-time reports to help businesses make informed decisions quickly. This aligns with the RBV,
as these digital tools represent a valuable resource, enhancing decision-making capabilities by providing timely
insights, which enable businesses to gain a competitive edge when they leverage technology to improve their
operational flexibility and responsiveness (Beckers & Bsat, 2002). The study adds a fresh perspective by
showing that SMEs with smaller teams can use these tools to monitor performance effectively, which larger
businesses typically do with bigger teams. These findings expand on previous research by Khan and Rinaudo
(2025), who demonstrated that even small businesses can strategically use technology to enhance their

decision-making and improve overall performance.
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5.2.5 Perceiving Usefulness: Utilising HR Engagement Tools

Utilising HR Engagement tools is significant for SMEs, as effective engagement in small teams is vital
for operational success. Participants discussed how tools designed to enhance interaction and get feedback,
while prioritising user accessibility and ease of use, have been crucial in promoting better workplace
engagement. These tools help bridge the communication gap between employees and management by offering
platforms that are both efficient and easy to integrate. In line with Minbaeva et al. (2002) findings, SMEs in
this study frequently combined informal tools like WhatsApp with more structured platforms such as Microsoft
Teams and SurveyMonkey to meet diverse engagement needs. For example, Participants shared that WhatsApp
was chosen as a quick and informal communication tool. As a small business, it was seen as faster and more
accessible than formal communication systems. Similarly, Participants emphasised how WhatsApp was used
to gather staff feedback, reinforcing the importance of engagement in smaller teams. This approach reflects the
Technology Acceptance Model (TAM), which highlights that when a tool is perceived as easy to use and useful,
it becomes an integral part of daily work routines (Holden & Karsh, 2010). This also highlights that SMEs
often extend the use of tools their staff already know, like WhatsApp, rather than investing heavily in new
systems, as a way to make better use of existing digital capabilities. Unlike larger organisations with formal IT
structures, SMEs tend to adopt what is already familiar and easily accessible to their teams (Bharadwaj, 2000),

allowing them to improve engagement without significant financial or technical overhead.

On the other hand, participants highlighted the use of SurveyMonkey and other formal tools to collect
more structured feedback. Unlike WhatsApp, SurveyMonkey offered anonymity and a formalised process,
allowing employees to share concerns and suggestions safely. The shift toward using informal and formal tools
to support communication is an emerging trend in SMEs, emphasising the value of providing employees with

varied platforms to express their thoughts.

5.3 Transforming the HR Function, Building Strategic Digital Capability

This section discusses the transformation of HR functions within SMEs, focusing on how the adoption
of digital tools has significantly streamlined HR operations and enhanced strategic capabilities. Participants in
this study highlighted that, through integrating digital HR tools, SMEs have improved the efficiency of their
HR processes while also building strategic digital capabilities that empower more proactive decision-making.
The shift to digital tools has made HR operations more efficient and positioned HR as a key enabler of
organisational flexibility and responsiveness. This transformation mirrors findings from Panayotopoulou et al.
(2007) suggested that well-implemented HR technologies are essential for supporting SME growth while
maintaining control over processes. Additionally, aligning digital tools with strategic goals has become critical,
reinforcing that technology must be tailored to fit a company’s unique needs to enhance its competitive

advantage (Barney, 1991). As Ramadan et al. (2024) point out, when many SMEs start using the same digital
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tools and follow similar HR processes, there’s a risk that they all begin to look alike. Instead of standing out,
they may end up operating in much the same way, which can make it harder to stay competitive. While digital
transformation offers many benefits, this highlights a potential downside of adopting the same systems as

everyone else may limit a business’s ability to be different.

5.3.1 Transforming the HR Function: Streamlining HR Operations through Digitisation

Streamlining HR operations through process digitisation was an important sub-theme of the study, as
many participants highlighted the significant benefits of this process. After adopting digital HR tools,
participants reported faster, more accurate results and reduced administrative workload, which aligns with
existing research by Davenport (1993) noted that digitisation improves efficiency and reduces the burden of
repetitive HR tasks. This shift from manual to digital HR processes enables SMEs to focus their resources on
more strategic activities. For example, the Participant explained that digital performance management
maintained consistency across teams while the business grew rapidly. The ability to scale operations without
losing operational integrity is a clear advantage of digital HR tools. This observation is supported by the RBV,
which emphasises the strategic role of internal capabilities like HR technology in enhancing a company’s
competitive advantage (Huselid et al., 1997). The digital tools helped ensure consistent practices across teams,
reinforcing the idea that well-implemented technology can provide a solid foundation for growth, aligning with

findings by Bondarouk and Brewster (2016) on the importance of digital tools in supporting SME scalability.

Participants discussed that the automation of onboarding processes could cut down on manual data
entry and reduce the likelihood of errors by allowing new employees to input their own data and upload
documents directly to a cloud-based system. This reflects the TAM, which suggests that technology's perceived
ease of use and usefulness are critical factors in its adoption (Venkatesh & Davis, 2000). This finding aligns
with Kavanagh and Johnson (2017) highlighted that HR automation saves time and enhances HR processes'

accuracy and reliability.

However, not all participants had successfully implemented these systems, and some expressed
concern that SMEs who delay digital adoption risk falling behind. Some managers noted that they are wasting
time on things they know could be automated and are not as fast as the others who’ve gone digital. Most
participants shared that lacking financial resources and confidence in digital tools had kept their HR processes
manual, leading to errors and inconsistencies. These reflections suggest that without proper digital integration,
SMEs may struggle to keep up with competitors who are already operating more efficiently and scaling with
ease. Additionally, Participants described how the digital rostering tool saved valuable time that was previously
spent hours on scheduling. The saved hours were reallocated to more strategic tasks, reinforcing the practical

value of time-saving technologies in SME environments. Reducing administrative hours allows HR teams to

73



focus on activities that can positively impact the business, echoing findings from Lengnick-Hall and Moritz
(2003) and other studies on the role of digital tools in freeing up resources for more value-added roles.
However, this study contributes new insights into how SMEs use technology to support growth and scalability

while maintaining control over HR processes.

5.3.2 Transforming the HR Function: Enhancing Efficiency in HR Roles

This allows the HR management team to perform their duties faster, more accurately, and less
manually. Participants described how the digital transformation of HR operations has allowed them to focus
on more strategic activities. This aligns with Strohmeier (2007), who emphasised that automation of HR
processes improves employees' efficiency and the accuracy of HR functions. As manual work replaces digital
tools, employees can focus more on value-added tasks that enhance overall organisational performance. For
instance, Participants highlighted how the transition of onboarding processes involves configuring and
maintaining the system itself. This shift allowed HR staff to move away from repetitive administrative HR
roles, enabling them to focus on optimising the system for efficiency. This transition exemplifies the strategic
value of digital platforms, as they become indispensable resources that enhance operational efficiency, echoing

the RBV, which views technology as a key driver of organisational performance (Teece, 2018).

However, digital transformation also introduced new challenges. Participants expressed that while
digital tools helped reduce manual work, they added new responsibilities related to monitoring and managing
the system, reviewing requests, and approving activities. This reflects the findings of Marler and Fisher (2013),
who noted that although digital HR systems reduce routine tasks, they also increase cognitive and technical
demands. In this case, participants were responsible for ensuring that the digital systems functioned effectively,
adding a new layer of complexity to their roles. This tension between reduced manual labour and increased
system oversight is an important consideration for SMEs in their digitalisation efforts. To manage this shift
more effectively, SMEs could consider assigning specific HR responsibilities to digitally capable staff,

investing in user-friendly systems, or providing training to reduce the cognitive load on business managers.

5.3.3 Building Strategic Digital Capability: Enabling Data-Driven HR Decision-Making

Enabling data-driven HR decision-making allows managers to make evidence-based decisions by
leveraging digital tools and analytics systems within human resource management (Rasmussen & Ulrich,
2015). Traditionally, HR tasks such as performance tracking, payroll processing, and employee data
management were manual and time-consuming. However, the transition to digital platforms has significantly
improved efficiency, standardised HR procedures, ensured consistency in reporting, and enhanced data-driven
decision-making. Several participants in this study highlighted how digital tools have streamlined operations

and empowered HR teams to make more informed, strategic decisions.

74



Participants highlighted the key role of cloud-based HR tools, which allow employees to access their
data, such as wages, leave balances, and sick leave, thereby reducing the need for HR to handle routine
inquiries. This shift mirrors the TAM, where perceived usefulness drives technology adoption. As Schnall et
al. (2015) argue, when employees have direct access to relevant information, trust in the system is boosted,
uncertainty is reduced, and greater engagement is fostered. This dynamic aligns with the broader trend in HRM
where self-service platforms are seen as essential for operational efficiency and improving employee
experience. Digital systems offer detailed analyses that far exceed the capabilities of traditional methods,
ensuring that performance reports are more accurate and reliable. This shift aligns with the RBV, which
positions high-quality internal resources, such as digital HR platforms, as a source of competitive advantage
(Wright et al., 2001). This improvement in analytical capability is critical for SMEs, as small HR teams often
handle multiple, diverse responsibilities. By reducing errors and enhancing the quality of HR reporting, these

tools create a sustainable strategic advantage that is difficult for competitors to replicate.

Additionally, Participants noted that digital HR platforms offer a comprehensive view of business
operations, thereby enhancing decision-making. This insight aligns with the idea that digital tools provide real-
time feedback, which is valuable for HR departments and broader organisational decision-making. From a
TAM perspective, frequent use of these systems reinforces their perceived ease of use and usefulness.
Furthermore, in line with the RBYV, leveraging real-time data becomes a critical resource for managers, helping

them respond more proactively to workforce trends and challenges.

5.3.4 Building Strategic Digital Capability: Tailoring Digital HR Tools for Strategic Fit

Tailoring digital HR tools for strategic fit involves customising HR technologies to align with an
organisation’s unique goals, processes, and workforce characteristics (Strohmeier & Stefan, 2014). As SMEs
mature in using digital HR systems, they go beyond simple adoption to strategically adapt tools to fit their
internal needs. Participants in this study highlighted how digital tools are no longer just about streamlining
administrative tasks; they have become essential to reshaping internal workflows, improving organisational
agility, and positioning HR as a strategic partner rather than just a support function. For example, Participants
shared how their organisation reconfigured a performance management system to better align with its internal
processes. They ensured the tool served their specific needs by stripping out unnecessary features. This tailored
approach reflects the importance of aligning digital tools with organisational strategy, an idea supported by the
RBV. Customising systems to fit an organisation's unique workflows turns these tools into valuable resources

difficult for competitors to replicate, reinforcing competitive advantage (Barney, 1991).

Participants mentioned that organisations gain a competitive advantage specifically because of how
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well their digital HR tools align with their strategic objectives. This highlights that not all digital HR tools are
universally beneficial; their effectiveness depends on how well they are customised to fit the business’s needs.
This perspective aligns with Becker and Huselid (2006) the strategic HRM framework, which argues that the
value of HR tools lies in improving efficiency and enabling greater organisational agility and transformation.
For SMEs, how well these tools work often depends on the resources such as existing digital tools, budget, and
capabilities they already have, like staff experience, digital confidence, or past use of similar systems.

When there’s already some familiarity, the learning curve is shorter, and new tools are easier to adopt.
Furthermore, Participants discussed plans to further digitise various HR processes, including

recruitment and administration, to make operations more efficient and adaptable. This forward-thinking
mindset demonstrates how SMEs use digital HR tools for operational improvement and strategic innovation.
From the SHRM perspective, HRM 1is evolving from a mere support function into a core enabler of
organisational flexibility and responsiveness (Gerhart & Feng, 2021). Tailoring digital HR tools to fit

organisational needs is key to realising their strategic potential.

5.4  Cognitive Barriers and Experiential Constraints, Learning Through Digital Transformation

This section discusses the findings related to the cognitive barriers and experiential constraints SME
managers face when adopting digital HR tools, revealing the challenges they encounter in their decision-
making processes. Many participants mentioned how these challenges led them to opt for "good enough"
decisions rather than exploring the optimal digital solutions for their businesses. This is consistent with Simon
(1957) concept of bounded rationality, where decision-makers settle for acceptable options due to cognitive
limitations. Moreover, experiential constraints, such as limited knowledge of digital tools, also played a
significant role in hindering the adoption process. Many participants struggled to make informed decisions
without understanding the tools available. This aligns with Managerial Perception Theory (Hambrick &
Mason, 1984), which highlights how a lack of exposure to alternatives can negatively impact decision-making
quality. Some SMEs had tools that didn’t suit their needs or weren’t used effectively, leading to wasted
time, added frustration, or stalled progress. These missteps sometimes made staff hesitant to support
further digital changes. As managers navigated these barriers, they learned and adapted over time, gaining
valuable insights into digital HR tools that helped them refine their strategies. This learning process, described
by Bresciani et al. (2021),was crucial in overcoming initial challenges and aligning technology with their

businesses’ needs.

5.4.1 Cognitive Barriers and Experiential Constraints: Bounded Rationality in HR Decision-Making

Bounded Rationality in HR Decision-Making is the cognitive limitations and constraints managers
face when making decisions about adopting HR technology. Instead of seeking optimal solutions, managers

often opt for "good enough" choices due to limited information, time pressures, and resource constraints
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(Simon, 1957). This phenomenon was evident in the interviews, where participants described various hurdles
such as cost concerns, lack of awareness, and resistance to change that hindered the adoption of digital HR
tools. Despite recognising the potential benefits of these systems, many participants admitted that the financial

cost and lack of understanding about available tools for SMEs led to suboptimal decisions.

For instance, Participants highlighted a critical issue related to the mismatch between digital HR tools'
pricing structure and smaller businesses' needs. They mentioned that most tools seem tailored to larger
companies, leaving SMEs with fewer affordable options. This cost barrier becomes a cognitive constraint,
where managers, perceiving these systems as expensive, dismiss them outright without thoroughly assessing
their potential benefits. This aligns with findings in HRM literature, where cost is a primary barrier to adopting
technology in SMEs (Panayotopoulou et al., 2007). This illustrates bounded rationality in action, as managers
default to less-than-ideal choices because of perceived financial constraints. Another significant barrier
identified by participants was the lack of awareness about available digital tools. Many managers admitted that
they were unaware of the digital solutions that could help streamline HR processes in their businesses. For
example, Participants noted that they had no introduction to such tools, leading to a knowledge gap that hinders
their ability to make informed decisions. This is consistent with Managerial Perception Theory, which suggests
that limited exposure to strategic alternatives leads to a lack of engagement and lower decision-making quality
(Hambrick & Mason, 1984). SMEs often miss opportunities to explore and adopt relevant technologies without

access to external networks or dedicated HR departments.

Cultural resistance to digital change, particularly from older employees, was another key barrier
discussed by participants. They explained that resistance was particularly evident among older staff, even when
digital tools were introduced with good intentions. This mirrors findings by Strohmeier and Stefan (2014), who
emphasised that successful HR digitalisation is not just about the technology itself, but also about the social
structures that support employee engagement and adoption. The generational divide and resistance pressure
managers, who must find ways to motivate their teams to embrace digital tools, further complicating the

decision-making process.

5.4.2 Cognitive Barriers and Experiential Constraints: Increasing Cognitive Load from HR Digital
Tools

This burden is particularly significant when the tools are complex, unintuitive, or require ongoing
oversight (Sweller, 1988). While digital HR tools are designed to reduce administrative workloads, participants
in the study shared that the complexity of these systems often added to their cognitive load. For example, SME
managers discussed how introducing digital tools did not necessarily streamline their tasks; instead, they were
required to constantly oversee the systems, integration issues, and a lack of digital knowledge, which demanded

sustained attention and adaptability. This trend was particularly evident in small businesses that lack dedicated
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IT support or have limited training and system integration resources compared to larger organisations, which
typically have dedicated IT teams that handle system maintenance and troubleshooting, significantly reducing

the cognitive burden on individual managers.

Participants expressed frustration with the complexity of the tools, noting that although the systems
had the potential to perform many functions, they were difficult to use without technical support. This
highlights a key issue in HRM technology adoption: even when systems offer valuable features, they may
remain underutilised if users cannot fully navigate or leverage them (Hussain et al., 2007). A mismatch between
the tools’ capabilities and the users’ technical skills contributes to inefficiencies, as the systems fail
to achieve their intended potential. These findings resonate with the concerns raised in the literature, where
complex systems without sufficient user support are likely to face resistance or become underused (Blom et

al., 2020).

Furthermore, some participants admitted to continuing to use spreadsheets and manual processes,
particularly for tasks like performance analysis. This hybrid approach indicates partial adoption, where
businesses implement digital HR tools for simpler tasks but revert to traditional methods for more complex
functions. This reluctance to fully embrace digital HR tools for strategic tasks is consistent with the findings
of Trenkle (2023), who noted that many digital solutions are too generic to meet the specific needs of SMEs.
Managers often perceive the tools as not matching the unique requirements of their organisations, which leads

them to rely on familiar, manual alternatives.

5.4.3 Learning Through Digital Transformation: Recognising digitalisation benefits.

Recognising digitalisation benefits in SME practice involves understanding the tangible value that
digital tools bring to HR functions, such as improved efficiency, data-driven decision-making, and enhanced
employee experiences (Hagel et al., 2017). Participants in this study emphasised that digital HR tools are no
longer optional but essential for future business operations, recognising that the benefits of digitalisation are
important to remain competitive; SMEs must embrace digital transformation, not only through technological

uptake but also by aligning their organisational culture and mindset with the changing digital landscape.

For instance, Participants strongly advocated for early adoption, viewing digital HR tools as necessary
for business survival. Advice reflects a shift from seeing technology adoption as a mere operational
improvement to viewing it as a strategic necessity. This mindset aligns with previous literature suggesting
digital adoption is no longer about convenience but long-term sustainability and staying relevant in an evolving
business environment (Kane et al., 2015). Similarly, Participants noted the widespread use of digital HR tools,
emphasising that businesses failing to adopt such technologies are at a strategic disadvantage. This perception
is echoed in the literature, where businesses not keeping up with digital trends are seen as lagging in leadership

and innovation (Weill et al., 2017). Participants further linked digital adoption to a competitive edge,
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positioning digital HR systems as crucial for survival in today’s market. This reinforces the idea that technology
in HRM is not just about operational efficiency; it is about gaining a competitive advantage, improving
productivity, and ensuring business resilience. Similarly, Participants highlighted how digital systems reduce
errors and enhance efficiency, making them particularly beneficial for SMEs with limited resources. These
insights align with the RBV, which suggests that digital tools are operational necessities and strategic assets

that create value through improved business processes (Barney, 1991).

Finally, Participants encapsulated the collective sentiment by framing digital HR adoption as a matter
of future readiness, emphasising that businesses must embrace technology or risk being left behind. This shift
toward viewing digital HRM as integral to business success underscores the growing importance of
leadership in driving digital transformation. As supported by the TAM, managers who perceive digital tools
as useful and easy to use are more likely to champion their adoption, driving wider organisational change
(Venkatesh & Davis, 2000). In summary, SME managers increasingly recognise the benefit of digital HR

tools and adopt them as operational tools and strategic resources for long-term business success.

5.4.4 Learning Through Digital Transformation: Learning to Navigate in Digitalisation

Learning to navigate digitalisation in HRM is important as managers assess the performance of digital
HR tools, learn from their implementation, and continuously adapt systems to better align with their
organisational needs and goals (Bresciani et al., 2021). Adopting digital HR technologies is a dynamic, journey
for SME managers. It is not a one-time decision. Rather than relying on formal strategies, managers engage in
a continual process of evaluation and adaptation. This evolving experience is essential for creating HR systems

that fit their specific operational realities.

As revealed in the study, many SMEs have adopted a modular approach to digital HR, integrating
various tools rather than relying on a single system. Participants highlighted this trend, explaining that no tool
could meet all HR needs, creating custom digital ecosystems that combine multiple systems to fit the
organisation's best structure. This approach reflects the RBV, where organisations customise internal resources
to enhance their competitive advantage and operational fit (Barney, 1991). This strategy ensures that each tool
aligns with the firm’s unique goals, and flexibility is a key component in creating long-term value from these
digital resources. Moreover, participants emphasised that their decision-making process was not solely based
on external reputations or marketing claims. Instead, hands-on testing of different platforms allowed managers
to evaluate their usefulness in practice. For example, Participants mentioned how they compared various HR
software solutions before settling on the best fit ones. This aligns with the TAM, which suggests that perceived
usefulness, based on real-world use, drives adoption and engagement with technology (Venkatesh & Davis,
2000). By testing and comparing, managers gain a deeper understanding of what works best for their

organisational needs, enhancing the likelihood of successful adoption.
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However, the process of system adaptation is not always smooth. Participants pointed out that they
faced significant challenges in customising the system to meet their specific operational needs. Even with
vendor support, the lack of flexibility of some tools still required customisation. This underscores the
importance of adaptability in digital systems for SMEs, as tools that cannot be tailored to internal workflows
often lose their value as strategic resources. While earlier research has warned of the risks associated with
adopting inflexible systems (Strohmeier & Kabst, 2009), this study extends the Technology Acceptance Model
(TAM) by showing that in SMEs, perceived usefulness is not just a static judgment made at the point of
adoption. It emerges through an ongoing customisation process, trial and error, and adaptive learning. This
way, usefulness is developed over time, as systems are gradually refined to meet the business’s needs. Despite
the early challenges, this adaptive approach allows SME managers to reshape their digital tools in ways that

support their evolving HR strategies..

Summary

The discussion shows that SMEs often start by adopting basic HR tools to reduce manual work,
motivated by perceived usefulness. However, there are challenges, especially with system integration issues
and cognitive barriers, that make full digital adoption difficult. Despite these hurdles, SMEs gradually build
strategic digital capabilities by tailoring tools to fit their needs and using data-driven decision-making to
improve HR functions. Over time, digital tools help transform HR from a mainly administrative function into
a more strategic partner that supports business growth and agility. Participants also emphasised that digital HR
tools are no longer optional but essential for staying competitive, aligning with wider research that views
digitalisation as a long-term strategic advantage. The discussion concludes that while SMEs face constraints
like cost, limited knowledge, and integration challenges, they learn and adapt over time. SMEs can successfully
navigate digital transformation and enhance operational efficiency by combining practical experimentation

with a clear understanding of business needs.

5.5 Theoretical Contribution

This study adds to the theoretical understanding of how digital transformation reshapes HRM within
SMEs, especially by highlighting the lived experiences of SME managers navigating HR digitalisation.
Drawing on the TAM and RBY, this research uncovers how perceptions of usefulness and ease of use influence

the adoption and evolution of digital HR tools in resource-constrained environments.

Traditional TAM studies often focus on end-users or IT staff in large organisations (Venkatesh & Davis,
2000). However, this research reframes TAM in a small business context, where decision-makers are typically

also end-users. This dual role intensifies how usefulness is perceived regarding individual efficiency and
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organisational survival. As managers adapt tools like payroll platforms or recruitment software, they are not
just accepting technology but actively shaping its integration into core business processes. This highlights the
importance of cognitive and experiential learning in technology acceptance, extending TAM beyond one- time

adoption to include continuous adaptation and realignment over time.

From the RBV perspective, this study demonstrates how digital tools become valuable internal
resources when customised to fit a firm’s specific workflows, culture, and constraints (Barney, 1991). Rather
than seeing digital HR systems as plug-and-play solutions, SME managers strategically adapt and combine
basic tools to form lean but effective HR ecosystems. These digital capabilities, though modest, support real-
time decision-making, transparency, and agility, all of which enhance the firm’s ability to compete and grow.
This tailored use of technology reflects a unique resource configuration that can lead to sustained advantage,

even without large-scale investment.

This research also extends existing theory by capturing managerial decision-making's emotional and
cognitive aspects during digital transformation, an area often underrepresented in HRM literature. Managers
in SMEs are not passive recipients of change; they make meaning through trial, error, and reflection, forming
what this study frames as “strategic reframing.” This process highlights that digital transformation is a
technological shift and a personal and organisational learning journey. This study contributes to theory by
showing how TAM and RBV can be applied in SME contexts to better understand how digital tools are adopted,
adapted, and internalised. It also highlights the importance of managers’ experience, learning, and strategic
thinking in shaping HR digitalisation. These insights expand our understanding of digital HRM, not just as a

set of tools, but as a dynamic process of organisational change and capability development.

5.6 Practical Contribution

This study offers practical insights into how SMEs in New Zealand can effectively navigate the digital
transformation of HRM. The findings provide actionable guidance for SME managers, HR software
developers, and policy-makers on supporting meaningful, sustainable digital adoption in real-world business
settings. For SME managers, this research highlights that successful digital transformation does not require
expensive, all-in-one platforms. Instead, practical benefits can be achieved by integrating simple, affordable
HR tools that address immediate HR needs, such as digital payroll, time tracking, performance management
tools, and recruitment systems. Managers reported that even basic digital systems reduced administrative
burdens, improved efficiency, and increased transparency across HR tasks. SMEs can improve operational
efficiency without needing large-scale change by tailoring tools to fit their existing workflows. For
practitioners, this means adopting a “fit-for-purpose” mindset, choosing technology based on how well it

complements the business, not how advanced or feature-rich it is.
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The study also shows that digital transformation is most successful when treated as a learning process.
Participants often began with limited digital confidence but gradually became more comfortable through hands-
on use and trial-and-error. This suggests that continuous learning, whether through peer sharing, informal
training, or experimenting with new tools, is essential for digital progress. From a staff management
perspective, the study found that digital tools streamlined HR tasks and enhanced employee engagement. Some
features, like cloud-based platform access, self-service options, and employee engagement tools, helped create
a more inclusive and flexible work environment. Managers should consider which tools are the right match for
their SMEs by choosing tools that prioritise user experience, systems that are easy to navigate, and allow
employees to engage with HR processes effectively. These user-friendly tools can improve communication,
empower employees, and reduce reliance on face-to-face interactions, which are especially valuable in hybrid
or remote settings. For HR tech developers, the findings underline the importance of designing products that
address the needs of small businesses. Many SME managers in the study cited integration problems, steep
learning curves, and the high expense of tools as key barriers. Developers can respond by introducing a
platform that can link recruitment, onboarding, performance management, and employee engagement HR tools
together, or build an all-in-one platform specially for SMEs for an affordable price, and provide practical, non-

technical support to help clients implement tools effectively.

Finally, this study highlights the role of government and policymakers in supporting digital HR
adoption. Participants repeatedly highlight a lack of resources for the initial digital transformation process, a
lack of knowledge about what tools are available for SMEs, and limited access to formal training, which are
significant barriers to digital HR transformation. Programs like New Zealand’s “Digital Boost” could be
expanded to include an HR-specific program or funding schemes focused on digital capability-building for
people management. Bridging this support gap would empower SMEs to adopt digital HRM tools more
effectively.

5.7 Limitations and Future Research

While this study offers valuable insights into how digital transformation reshapes HRM practices in
New Zealand SMEs, several limitations should be acknowledged. First, the study’s sample consisted of 11
SME managers, which may limit the generalisability of the findings. Although qualitative research prioritises
depth over breadth (Creswell & Poth, 2016), a larger and more diverse sample across different geographic
regions could strengthen the robustness of the insights and allow for broader application of the results (Bryman,
2016). Another limitation is the reliance on self-reported data through semi-structured interviews. While these
interviews provided rich, first-hand accounts of digital HR adoption, they are also subject to personal bias or
memory recall issues where participants may overstate successes or underreport challenges (Beardwell &

Wright, 2004). Additionally, the interpretive nature of qualitative analysis means that researcher subjectivity
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could influence theme development, even though care was taken to ensure accuracy through thematic cross-
checking. The study also focused solely on SME managers, which, while appropriate for the research aim,
limits the employees’ perspective to a digital transformation in SMEs. Including employees or external
consultants in future research could offer a broader view of how digital HR tools are experienced across

different roles within SMEs.

Future research could also explore industry-specific differences in digital HRM adoption. For instance,
tech or professional services SMEs may engage differently with digital tools than those in agriculture or
hospitality. Investigating these sectoral nuances could help tailor practical strategies for digital HRM more
effectively. Additionally, future studies could examine how external factors, such as government policy, vendor
support, or economic conditions, influence digital HR decisions in SMEs. Understanding the interplay between
internal decision-making and external pressures will be key to supporting sustainable transformation as the
digital ecosystem expands. While this study lays a strong foundation for understanding the lived experiences
of SME managers in HR digitalisation, expanding the scope, perspective, and methodology in future research

would enhance the depth, applicability, and impact of the findings.

5.8 Conclusion and Summary

This study has shown that digital transformation is significantly reshaping how HRM functions are
carried out within SMEs in New Zealand. The digitalisation in HR is connected to how SME managers think,
learn, and lead, far from being a purely technical process. The findings confirm that many SME managers are
taking an active and adaptive role in shaping their organisations’ HR digitalisation journey. The main drivers
of HR digitalisation are perceived usefulness and ease of Use, which lead to streamlining HR tasks and saving
time. SME managers strategically embed digital HR tools to align with their internal workflows, which
enhances operational efficiency and long-term competitive advantage. SMEs are in an ongoing adaptation
process, configuring tools to suit their business size and needs, learning through trial and error, and responding

to new challenges with adaptation strategies.

The research revealed that some SME managers often experience digital transformation as a complex
journey. While tools have improved administrative efficiency, they have also introduced new responsibilities
and cognitive demands. By drawing on the TAM and the RBYV, this study deepened our theoretical
understanding of how perceived usefulness and ease of use influence digital HR adoption in SME settings.
Also, these insights highlight how SMEs can turn digital systems into strategic assets through thoughtful
alignment with internal processes and culture to gain a competitive advantage. The study also underscored the
human side of digital transformation. Managers' perceptions, confidence levels, and personal learning journeys
were critical in shaping digital outcomes. Digital HR tools that offered simplicity, flexibility, and user-friendly

design were more likely to be embraced, while poor integration or high complexity often led to frustration and

83



abandonment. Overall, this research contributes theoretical and practical insights into how HRM evolves in

the digital age.
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Project Title: Exploring the effects of digital transformation on the
Human Resource Management function of SMEs in New Zealand.

An Invitation:

Hello, my name is Nimesh Silva, and | am a student at Auckland University of Technology,
completing a Master's in Business. | am conducting research as part of my thesis to understand
how the digital transformation of Human Resource tasks affects Human Resource Management
(HRM) within Small to Medium-sized Enterprises (SMEs). We will be interviewing managers who
have sole or shared responsibilities for HRM, such as recruitment, selection, performance
management, etc, in the SME. If you are a business manager working in a SME responsible for
completing HRM functions as part of your job, |invite you to participate in this study.
Participation is entirely voluntary, and you can withdraw at any time until the end of data
collection. There is no advantage or disadvantage to your participation.

These interviews will be conducted one-on-one and take place at either the AUT city/ south
campus or online (via Microsoft Teams, phone, or similar). It will take approximately 30-60 minutes
and will be audio recorded. The interviews will cover participants' perceptions of digital
transformation in HRM and their usage of digital HRM technology, including its benefits,
challenges, and overall impact on HR tasks such as recruitment, performance management, and
employee engagement. | plan to interview up to 15 people for this study.

What is the purpose of this research?

This study seeks to understand how the digitization of HRM functions, processes, and tasks such
as recruitment, selection, performance management, and talent management is being adopted in
SMEs. We are interested in what factors may enhance or hinder access to this technology, as well
as its application and effectiveness. The research design includes one-on-one interviews with SME
business managers for their insights into how digital transformation in HRM affects the HRM tasks
they undertake as part of their role. This research will increase the understanding of the access to
and impact of digital HRM in SMEs and will be used to make recommendations to SME business
managers, HR professionals, and HR researchers about the practical application of HR technology.

How was | identified and why am | being invited to participate in this research?

You have been identified as a potential participant because you have sole or
shared responsibilities for HRM tasks, such as recruitment, selection, and
performance management, within your SME.

How do | agree to participate in this research?

To participate in this research, you must complete, sign, and return via email the Consent form
that has been attached to this email. Please return this to me to confirm your participation in this
study. Your participation in this research is voluntary. You can withdraw from the study at any time.
If you choose to withdraw from the study, you will be offered the choice between having any data
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that is identifiable as belonging to you removed or allowing it to continue to be used. However,
once the findings have been produced, removal of your data may not be possible.

What will happen in this research?

This part of the study is aimed at collecting information on your usage and experience with digital
HRM technologies as part of the HRM task you perform in your role. You will be asked about what
you believe makes these technologies effective or ineffective. You will be interviewed by Nimesh
Silva for between 30-60 minutes on an agreed date and time that works for you. You will be asked
to give your opinion on how the use of digital tools and systems such as HR information Systems,
HR Analytics Platforms, Applicant Tracking Systems, Performance Management Software,
Employee Self-Service (ESS) Portals transformation in HRM, its benefits and challenges, and what
components you feel make for a successful implementation. The interview, where possible, will be
conducted in one of the meeting rooms at AUT City or South campus or held online through
Microsoft Teams, phone call, or similar, depending on your accessibility to available technology.
The interview will be audio recorded and transcribed by the interviewer. Your name and that of
your organization will not be used, and a pseudonym will be utilized. The data gathered via this
interview will then be analyzed by the researcher under the guidance of their thesis supervisars,
Dr. Marcus Ho and Dr. Paulette Brazzale. The information collected through the interview will be
securely stored at AUT.

What are the discomforts and risks?

The interview will focus solely on your views of digital transformation in HRM and what you feel
can improve these initiatives. However, there may be times when some of the questions may cause
some discomfort. There is the possibility that participants may suffer discomfort as they reconcile
the possible requirements of their company's digital transformation strategies with their own
experiences and opinions. You will be able to answer the questions you feel comfortable answering
or not answering at all. You will be offered confidentiality; we will not use or divulge any
information that identifies you, any organization, or individuals you may mention to protect your
identity and the data you provide. Additionally, to ensure that accuracy of data, you will be offered
the opportunity to review and correct the transcript to ensure the transcript accurately reflects the
interview prior to the interview being analyzed.

What are the benefits?

For participants, this study provides an opportunity to reflect on their experiences with digital HR
tools and processes. This reflection may enhance understanding of how digital transformation has
impacted their management of HR functions. Participants might also gain insights into new ways
to adapt and respond more effectively to ongoing digital changes in HRM.

For the researcher, this study is a chance to contribute valuable knowledge to both academic and
professional HRM fields. Specifically, it will expand understanding of how small to medium
enterprises (SMEs) in New Zealand, where business managers often handle HR responsibilities
and adapt to digital HRM tools.

How will my privacy be protected?

Names of participants will not be disclosed, and pseudonyms will be used at every phase of the
research. Your privacy will be secured by maintaining confidentiality. The names of any
organizations or individuals mentioned will be removed and replaced by pseudonyms to further
ensure confidentiality is maintained.

What are the costs of participating in this research?

The only cost associated with your participation in this research is your valuable time. | understand
that you have a busy life, Therefore | will manage the interview so that it will not take more time
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than necessary, which is around 30-60 minutes. Further, you can choose to decide which day works
best for you.

What opportunity do | have to consider this invitation?

Due to the limited timeframe to gather information for this study, you will have two weeks to
confirm your participation in this study by responding to the email and returning the completed
signed consent form.

Will I receive feedback on the results of this research?

You may request a summary of the research findings upon completion of the study.

What do | do if | have concerns about this research?

Any concerns regarding the nature of this project should be notified in the first instance to the
Primary Researcher, Nimesh Silva, in writing to wxk8196@autuni.ac.nz. Concerns regarding the

conduct of the research should be notified to the Executive Secretary of AUTEC, ethics@aut.ac.nz,
(+649) 921 9999.

Whom do | contact for further information about this research?

Please keep this Information Sheet and a copy of the Consent Form for your future reference. You
are also able to contact the research team as follows:

Researcher Contact Details:

Primary Researcher: Nimesh Silva
Email: wxk8196 @autuni.ac.nz

Project Supervisor Contact Details: Name: Marcus Ho
Email: marcus.ho@aut.ac.nz
Phone: +64 9 921 9999 ext 5448

Approved by the Auckland University of Technology Ethics Committee on 18 November 2024,
AUTEC Reference number [24/317]
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Appendix 3: Participant Consent Form

AU

Consent Form S

In person interviews of SME Managers.

Project title: Exploring the effects of digital transformation on the Human Resource
Management function.

Project Supervisor: Marcus Ho

Researcher: Nimesh Silva

o] | have read and understood the information provided about this research project in the
Information Sheet dated 08/ 10 /2024.

o] | have had an opportunity to ask questions and to have them answered.

o] | understand that notes will be taken during the interviews and that they will also be
audio-taped and transcribed.

o] l understand that taking part in this study is voluntary (my choice) and that | may withdraw
from the study at any time without being disadvantaged in any way.

(o] | understand that if | withdraw from the study then | will be offered the choice between
having any data that is identifiable as belonging to me removed or allowing it to continue
to be used. However, once the findings have been produced, removal of my data may not

be possible.
0] | agree to take part in this research.
o] | wish to receive a summary of the research findings (please tick one): YesO NoO
o] | wish to review my transcript before analysis (please tick one): YesO NoO

Participant’s signature:

Participant’s name:

Participant’s Contact Details (if appropriate):

Date:

Approved by the Auckland University of Technology Ethics Committee on 18 November 2024,
AUTEC Reference number [24/317]

Note: The Participant should retain a copy of this form.

15 March 2025 page 1 of 34 This version was edited in October 2022

103



Appendix 4: Email Invitation
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EMAIL INVITATION
Kia Ora,

You are invited to participate in the research that Nimesh Silva, a Master’s student at Auckland
University of Technology (AUT), is conducting in New Zealand.

Research Title: Exploring the effects of digital transformation on the Human Resource
Management function of SMEs in New Zealand.

An Invitation

Background: The purpose of this study is to contribute to our understanding of Exploring the effects of digital
transformation on the Human Resource Management function. Our research design includes one on one interviews.
The interview aims to gather insights from SME managers on the impact of digital transformation on HRM tasks.

Eligibility Requirements

We are seeking participants who have sole or shared responsibilities for HRM such as
recruitment, selection, performance management, etc in the SME. These interviews will take
place in person at either the AUT city or south campus, or online (through Zoom, Teams, phone,
or the technology of your choice) and will last around 30- 60 minutes. These interviews will cover
your perceptions of digital tools and systems within HRM, including its benefits, challenges, and
overall impact on HR processes such as recruitment, performance management, and employee
engagement. It is hoped that the study's findings will provide valuable insights into how SMEs can
better align and integrate digital transformation with their HRM tasks, enhancing both efficiency
and employee experience.

For more detailed information about the research, Please find the following documents attached:

* Participant Information Sheet (see attached)
e Consent Form (see attached)

If you are willing to help Nimesh Silva in this research, please email Nimesh Silva
(wxk8196@autuni.ac.nz) to record your expression of interest.

Participants may request a summary report on the findings by requesting it from the researcher.
Approved by the Auckland University of Technology Ethics Committee on 18 November 2027,
AUTEC Reference number [24/317]

Kind regards,

Nimesh Silva

Masters Student

Department of Management and New Zealand Work Research Institute
AUT Business School,

Private Bag 92006,

Auckland 1142,
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Looking for Research Participants! Research Title: Exploring the
effects of digital transformation on the Human Resource
Management function of SMEs in New Zealand.

Our research design includes one on one interviews. The interview aims to gather insights from
SME managers on the impact of digital transformation on HRM tasks.

Eligibility Requirements

We are seeking participants who have sole or shared responsibilities for HRM such as recruitment,
selection, performance management, etc in the SME.

These interviews will cover your perceptions of digital tools and systems within HRM, including its
benefits, challenges, and overall impact on HR processes such as recruitment, performance
management, and employee engagement. It is hoped that the study's findings will provide valuable
insights into how SMEs can better align and integrate digital transformation with their HRM tasks,
enhancing both efficiency and employee experience.

Please email Nimesh Silva (wxk8196@autuni.ac.nz) to record your expression of interest.

Participants may request a summary report on the findings by requesting it from the researcher.
Approved by the Auckland University of Technology Ethics Committee on 18 November 2027,
AUTEC Reference number [24/317]
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Appendix 6: Interview Questions

Interview Questions
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Preamble:

Thank you for taking the time to be interviewed. | really appreciate this and am very interested in hearing your views
on digital transformation in Human Resource Management (HRM). If there are any examples you want to give that
you think better answer the questions, pl try to r ber not to mention specific names of individuals or
companies. | know this can be hard to remember, and if you do give these details, they will be replaced with a
pseudonym to help with confidentiality.

Opening Questions

PWNE

Can you describe your organization’s size, industry, and primary business operations?

What percentage of your role involves HR-related tasks?

What sort of digital tools and systems are you currently using for HR-related tasks in your organization?
How do you feel about adopting digital tools for HR-related tasks in your business?

Adoption of Digital Tools

1.
2,
3.

What was your initial reaction when you first started using digital tools for HR-related tasks?
Do you believe digital tools have improved the efficiency of HR-related tasks in your SME?
How has your overall workload changed since adopting digital tools for HR-related tasks?

Recruitment & Onboarding

~

ownaw

Do you currently manage recruitment in your organization?

What digital tools or platforms do you specifically use during the recruitment process (e.g., job boards,
applicant tracking systems)?

What does your company’s onboarding process look like?

Are there any digital tools or platforms you use to onboard new employees?

How do digital tools help you streamline the onboarding process?

Do you feel the use of digital tools for onboarding helps new employees become productive faster?

Training & Development

1.
2.
3.

Do you use any digital tools or platforms for training employees? If so, which ones?
How effective do you think digital tools are in delivering training content compared to traditional methods?
Has digital transformation supported skill development for employees in your organization?

Performance Management

1. How often do you review employee performance, and do digital tools support this process?
2. Do you feel that digital tools have streamlined or complicated the performance review process?
3. Do you think real-time feedback from digital tools influences employee performance and engagement
compared to traditional methods?
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Employee Engagement

1. Have digital tools impacted employee engagement within your organization?
2. Do vyou think digital tools have made it easier for employees to connect with each other and with
management?

Perspectives on Digital Transformation

In your opinion, what are the biggest advantages of integrating digital tools into HR processes?

What have been the most significant challenges in adopting digital tools or technology for HR management?
Have you received any training or support to adapt to new digital tools?

Do you think the government should address the challenges SMEs face during digitalization?

bl ol o

Opportunities

=

Have digital tools helped streamline HR tasks such as recruitment, onboarding, or performance
management?

What has been the most significant change or benefit resulting from digital HR tools?

What are the key lessons you've learned from integrating digital tools into HR processes?

In your opinion, what digital tools or technologies must be available for SMEs like yours?

If you could give advice to other SMEs planning for digital transformation in HR, what would it be?

e wN

Future Outlook
1. Are there any digital tools or technologies you wish to implement for HR-related tasks in the near future?

2. Are there tools you wish were available or more affordable for SMEs to enhance HRM?
3. What advice would you offer to other SME managers starting their digital transformation journey in HR?

Closing Question

1. Is there anything else about your experience with digital HR that you'd like to share?
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