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Abstract:

The aim of this paper was to assess the role played by corporate technological capabilities on
firm performance. The ability of a firm to integrate information technology in its operations has
been known to be integral in driving organizational success by promoting efficiency and
effectiveness. The prevailing underperformance of the listed firms in Kenya raises the question
on whether these firms have integrated adequate technology and whether they have what it
takes to effectively incorporate technology in their operations, hence the subject of this study.
Through a descriptive and exploratory research design, the study surveyed 240 senior
management personnel drawn from the 64 listed firms using a structured questionnaire. The
data was analysed using SPSS and Amos software for descriptive statistics and structural
equation modelling respectively. The findings revealed that technological capabilities had a
significant influence on the performance of firms listed at the NSE (R2 = .096; = 0.150;
P=0.0001<0.05). It was concluded that through adequate ICT infrastructure, ICT human skills
and the commitment to integrate and accept use of ICT, the listed firms would strengthen their
operational efficiency thus record superior performance.
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I. Introduction

In the modern business landscape, the pivotal factor determining the success of any
organizational strategy is technology. Consequently, the initial and fundamental step for any
organization seeking to amplify its performance is the augmentation of its technological
capabilities. According to Eliyana et al. (2021), information technology is defined as the
evolution of production and communication systems into more efficient and user-friendly
frameworks that facilitate human contributions to performance and operations. This
advancement has led to enhanced efficiency in the global production of goods and services.

In order to achieve performance and operational sustainability, contemporary
businesses must embrace technology. The adoption of information technology (IT) is a
process through which organizations incorporate and leverage technological solutions to
optimize their operations, increase efficiency, and fulfill strategic objectives (Maryama et al.,
2023). IT adoption involves the integration of various technologies, software applications,
hardware systems, and networks into an organization's infrastructure. This integration
empowers organizations to streamline processes, enable seamless communication and
collaboration among employees and teams, and enhance decision-making through access to
real-time data, analytics, and reporting capabilities (Zhang & Li, 2022).
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Strategically, the adoption of information technology is a driving force in
management, ensuring improved efficiency and productivity by automating repetitive tasks,
optimizing workflows, and providing user-friendly tools for employees (Kaur, Rao, & Singh,
2023). It also facilitates scalable and flexible operations, aligning the organization's activities
with its strategic direction.

For effective strategic management, extensive utilization of information technology is
imperative. The rise of technology has diversified and performance-focused management
practices (Zouhair, Belaissaoui & Mrini, 2023). Particularly in the manufacturing sector,
organizations embrace information technology to enhance their operations and service
delivery. However, it's essential to implement systems that monitor information and
operations flow, thereby minimizing management gaps.

Assessing an organization's IT integration involves evaluating the skills possessed by
employees. These IT skills encompass the proficiencies and experiences necessary for
effective technology use (Kaur & Mand, 2022). Organizations aiming to maximize I'T benefits
must ensure their employees are equipped to leverage technology in their daily tasks. These
competencies encompass various abilities, including computer usage, file management, web
navigation, online research, digital communication, data management, and analytics (Triandini
et al., 2023). Acquiring these skills simplifies the organization's ability to utilize IT in aligning
with its strategic success.

Another crucial facet in evaluating IT integration is the organization's IT
infrastructure. As stated by Al-Zagheer et al. (2022), IT infrastructure implies that an
organization can adopt new technology by providing the necessary groundwork, including
hardware like computers and internet access. This indicates whether the organization
possesses the essential framework to seamlessly integrate technology into its daily operations.

Alolote (2022), on the other hand, highlights I'T acceptance as a means to assess an
organization's utilization of technology. This involves aligning appropriate measures and
systems to facilitate the incorporation of IT into operations. According to Sarya, Arief,
Saroso, and Bandur (2023), an organization might possess IT skills and infrastructure, but
without effectively adopting IT, its impact on performance enhancement could be limited.

Information Technology (IT) capability refers to an organization's capacity to
effectively harness and utilize technological resources, tools, and strategies to achieve its
business objectives and enhance its overall performance (Masoud & Basahel, 2023). IT
capability encompasses a range of skills, knowledge, processes, and technologies that enable
an organization to leverage information technology to its advantage. According to Hao and
Song (2016), one of the key IT capabilities is the availability of technology infrastructure. This
includes the hardware, software, networking, and other foundational components that support
an organization's I'T operations. A well-developed technology infrastructure forms the basis
for various IT initiatives. Moreover, Chae et al. (2018) indicated that skills set on the use of I'T
is another integral ICT capabilities that significantly contributes to firm performance.
According to Lioukas et al. (20106), IT capability involves having a workforce equipped with
the necessary skills to operate, manage, and innovate with technology. This includes skills
related to programming, data analysis, cybersecurity, system administration, and more.
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IT capability plays a crucial role in driving digital transformation within an
organization. This involves reimagining business processes, customer interactions, and
operational models through the integration of digital technologies. Moreover, I'T capability
requires systems and technologies to work seamlessly together. Integrating various IT
solutions and ensuring interoperability is essential for optimizing business processes. IT
capability also enhances communication and collaboration among teams and individuals
through digital tools, enabling efficient teamwork and knowledge sharing. According to
Bataineh et al. (2015), IT capability is a dynamic and strategic asset that empowers
organizations to leverage technology for enhanced efficiency, innovation, and
competitiveness. Developing and nurturing a strong IT capability is crucial for organizations
looking to thrive in today's technology-driven business landscape.

According to Shahzad et al. (2020), through IT capability, operational efficiency is
achieved. A well-developed IT capability streamlines various business processes, automates
repetitive tasks, and enhances operational efficiency. This can lead to reduced operational
costs, improved resource allocation, and increased productivity, all of which contribute to
better firm performance. IT capabilities also provide access to real-time data and analytics,
enabling better-informed decision-making. Timely and accurate information helps executives
make strategic choices that can positively impact the firm's performance and market
positioning (Arora & Rahman, 2017). According to Chu et al. (2019), having the right
capabilities on the use and integration of ICT in the organization plays a crucial role in
promoting innovation and adaptability.

In Kenya, Chepkole and Deya (2019) noted that the role of Information Technology
capability in firm performance is extensive. It spans across various aspects of business
operations, from enhancing efficiency and innovation to enabling better decision-making and
customer engagement (Ngele & Omido, 2020). Developing and nurturing a robust IT
capability can significantly impact a firm's ability to succeed, grow, and maintain a competitive
edge in today's technology-driven business landscape. Technological capability holds a pivotal
role in achieving efficiency and innovation within a firm's production processes. It is closely
associated with the expertise and skills essential for a business to create, utilize, modify,
assimilate, and transfer technologies (King’oo et al., 2020). The technological capacity of a
firm can be perceived as a component of the extensive reservoir of knowledge, techniques,
systems, and tools available for generating, distributing, and employing goods and services in
the market. A firm's evolution in technology signifies an ongoing process of generating and
absorbing technologies that enable the competitive production and provision of valuable
products to the market. According to Bakan and Sekkeli (2017), the positive effects of
technological capability on firm performance highlight its potential to influence intermediary
factors like a firm's learning.

Research has demonstrated that technological capability enhances a firm's learning
capacity, organizational efficiency, manufacturing proficiency, and resource allocation
competence (Panda & Rath, 2021). Consequently, firms oriented towards technology possess
the determination and capacity to acquire crucial technological knowledge and incorporate
them into their business operations. Thus, the developmental journey of a firm's technological
capability follows a path-dependent process that commences with experiential learning and
advances to adaptation-driven learning, enhancing productivity through adept utilization and
assimilation of technological knowledge (Panda & Rath, 2021). Hence, it is imperative to
emphasize that technological capability heightens a firm's effectiveness in generating
innovative ideas and knowledge, empowering listed firms to attain distinct performance
outcomes in response to the dynamic marketing landscape.
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The performance of listed firms shows the synopsis of the status of a country’s
economy in that they are the closest link between operational efficiency and the overall
success of local and international businesses in a given economy. In Kenya, listed firms have
been showing mixed results in regard to their performance. Three listed firms; Uchumi,
Mumias Sugar and Kenya Airways, for example are undergoing operational difficulties despite
the continued bail-out by the government. Herbling (2015) noted that at least 4 NSE-listed
firms (Uchumi, Kenya Airways, Mumias Sugar and Express Kenya) were reported to either be
insolvent, nearly insolvent or operating on negative working capital. CMC Holdings was taken
over by an international investor and de-listed after undergoing financial mismanagement and
governance impropriety. In contrast, there are firms that continue to perform exceedingly well
within the same environment; KCB, Safaricom Ltd, Equity Group, Nation Media Group,
Kenya Power & Lighting Co. Notably, these firms have been keen on integrating ICT in their
operations, as opposed to those that are facing performance challenges (Kemboi et al., 2023).
This begs the question on whether IVCT capability could be the link between the firms’
difference in performance.

1.2 Statement of the Problem

The NSE 2021 study states that the exchange supports economic growth in Kenya by
promoting savings and investment as well as facilitating access to affordable capital for both
domestic and foreign businesses. Despite all the benefits, firms at NSE have consistently
reported low financial performance which is posing a threat not only to the future of the
exchange but also to the future of the companies. A review of performance of firms listed at
NSE indicates that in the period 2012-2017, at least twenty (20) companies, representing 28%
of firms listed at the NSE, issued profit warnings occasioned by decline in profits (NSE,
2021). The same trend was even more evident in 2017 and 2021 where nineteen (19) firms
issued profit warnings after undergoing significant losses. In the year 2023, several listed firms
including the NSE PLC, Crown Paints, and Bamburi Cement (NSE, 2023). In 2022, four
firms including Williamson Tea, Umeme Group, Centum investment and ScanGroup issued
profit warnings (NSE, 2022). The continued disparities in performance of the listed firms
continues to slow the growth of the NSE. Available empirical evidence has shown that ICT
capability is integral for firms’ continued performance. According to Mohamad et al. (2017);
Chen and Cates (2018); and Kamau et al. (2019), IT capabilities create a more efficient and
seamless internal operation thus enabling firms to record superior performance. Moreover,
Muazu and Abdulmalik (2021) indicated that ICT capabilities such as the availability of IT
infrastructure, available set of ICT skills and the acceptance of ICT play in integral role in
promoting firm performance. However, these studies have focused on different contexts,
hence the findings may not be generalized to the NSE firms’ context. This study therefore
sought to evaluate the role played by ICT capabilities as firm-level factors in enhancing firm
performance of the NSE listed firms.

II. Literature Review

2.1 Theoretical Review

The study was anchored on dynamic capabilities theory (Teece, 2007). The theory
upholds the need for dynamic capabilities in a dynamic world so as to enable firms triumph
and record superior results. The basic assumption of the dynamic capabilities framework is
that core competencies should be used to modify short-term competitive positions that can be
used to build longer-term competitive advantage (Teece, 2014). Dynamic capabilities theory
attempts to deal with two key questions which include how can senior managers of successful
companies change their existing mental models and paradigms to adapt to radical

151



discontinuous change; and how can companies maintain threshold capability standards and
hence ensure competitive survival? (Cai et al., 2016). Monitoring external and increasingly
unpredictable parameters allow managers to tackle internal processes of adapting their
resource base (Kim et al., 2020). One of the dynamic capabilities that the theory upholds is the
integration of ICT as a key enabler to continued performance. The theory holds that ICT is a
unique prospect that can propel companies to the next level, hence the essence of integrating
modern technology in firm processes. This theory further supports the embrace of key
capabilities such as ICT skills that steer the integration of ICT into the organization. Through
such skills, organizations stand a chance to be competitive and steer their performance to the
next level.

2.2 Information Technology Capabilities

Jinnan, Lihuaand and Lin (2014) conducted a study on the impact of Information
Technology Capability on Financial Performance of Chinese Listed Companies during the
Period of Economic Downturn. The study provided evidence that firms with superior IT
capability perform better than the firms. The IT capability literature recognizes that
competence in mobilizing and deploying IT-based resources is a source of competitive
advantage and differentiates firm performance (Bataineh et al., 2015). The IT capability of a
company encompasses its technological infrastructure, the human resources with technical
and managerial IT skills, and intangible I'T-enabled assets like knowledge resources, customer
focus, and synergistic elements (Mugwe, 2023; Bakan & Sekkeli, 2017). Businesses can
enhance their operational performance by effectively utilizing their IT capability to boost
earnings, minimize expenses, or achieve both objectives (Adamides & Karacapilidis, 2020).
Initially, the IT capability can enhance product distinctiveness, leading to greater profits and
revenue through web technologies (Kamar et al., 2023). As an illustration, certain banks have
developed informational and financial services within a website, enabling them to set their
products and services apart (Lioukas et al., 2016). This enables them to generate new income
streams through advertising, referrals, and commissions from web partners. Furthermore,
companies with strong IT capability can expand revenue streams by securing valuable assets
such as patents (Eliyana, Handriana, & Fatimah, 2021).

According to Kamar et al. (2023), superior IT capability potentially serves as a
significant means to decrease marketing costs by fostering switching costs and customer
loyalty. Even if IT becomes more accessible and standardized, businesses with advanced IT
capacity can impose switching hurdles on customers, thereby fostering their loyalty. Robust I'T
capability can allow companies to exclusively access customer information and preferences,
reducing the expenses associated with identifying potential business opportunities (King’oo,
Kimencu, & Kinyua, 2020). This exclusive information can be a valuable resource for
companies venturing into new business domains without incurring substantial costs (Zhang &
Li, 2022). These instances highlight how IT capability profoundly influences a company's
business performance, either by augmenting revenues or curbing costs in the era of the
Internet.

2.3 Performance of Listed Firms

Wellalage and Locke (2012) investigated the effect of governance practices on financial
performance and agency costs of multinational subsidiaries and local public companies in Sri
Lanka. The findings indicated that there was a positive relationship between governance and
firm financial performance and a negative relationship between corporate governance and
firm agency costs.
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Heenetigala (2011) carried out a comparative analysis on governance/regulatory
practices and firm performance of listed companies in Sri Lanka to gauge the changes to
corporate governance/regulatory practices. The study provides evidence in support of a
positive relationship for separate leadership, board composition, board committees and firm
performance based on return on equity. The study concluded that even in adverse economic
and political conditions, good corporate governance/regulatory practices were important to
the performance of firms operating in Sri Lanka.

By use of ordinary least squares multiple regression analysis, Jinnan et al. (2014) did a
study on how dynamic capabilities and slack resources shape performance in a new
competitive landscape. Jinnan et al. (2014) found that the effect is stronger during the more
turbulent macroeconomic conditions of the 2000s compared to the 1990s. However, only
moderate support was found for the second assertion, that the effective dynamic capabilities
have a more attractive risk/return effect in firms with higher levels of slack resources.

2.4 Conceptual Framework

Corporate Technology Capabilities

ICT Infrastructure
\ ) / Performance of \
Firms Listed at NSE
» N o Profitability
Set of ICT Skills and e Market share
Competencies e Employee
S d satisfaction
e Customer
Technology Acceptance

K satisfaction j

Dependent Variable

Independent Variables

Figure 1. Conceptual Framework
ITI. Research Method

The study used a combination of descriptive and exploratory survey research designs.
The target population for this study was firms listed at the NSE and were actively trading as at
December 31st, 2020. They are regulated by the Capital Markets Authority and are required to
provide financial statements that are audited by reputable audit firms. This provides for
objective and reliable economic and financial performance data of these organizations. There
were 64 publicly listed companies. The NSE Handbook 2013 categorizes the listed firms into
ten (10) industry sector groups. These were Agriculture, Automobile and Accessories,
Banking, Commercial and Services, Construction and allied, Energy and Petroleum, Insurance,
Investments, Manufacturing and Allied, Telecommunication and Technology.

All the listed firms were sampled surveyed. A principal informant research approach
was used in data collection. This is where key decision makers in these companies were
sampled, with a priority based on top management. A sample of 240 respondents was
obtained. This is where four respondents were selected from each of the firms, drawn from
senior personnel ranging from Chief Executives or Managing Director and where not possible

153




senior executives like General Managers or Executives Directors in charge of strategy
formulation, implementation and review in the respective firms. The unit of observation was
therefore senior executives from each of the listed firms.

The primary data collection instrument was a questionnaire. The questionnaire was
administered to senior executives at General Manager or Senior Executive Director level from
each of the listed firms. Data collected was screened, coded and keyed in into the primary
statistical tool used in the research. The study relied on Statistical Packages for Social sciences
(SPSS). Data analysis involved coding, response analysis, diagnostic tests, descriptive analysis,
model development and testing and finally hypothesis testing. Conclusions were then derived
from the analysis.

AMOS (a statistical analysis tool) was used as the primary tool to carry out the
specification of the SEM model. AMOS (Analysis of Moment Structures) is a visual statistical
software embedded within SPSS, and is specially used for Structural Equation Modeling
(SEM), path analysis, and confirmatory factor analysis. Regression model was used in the
study to test the hypotheses. Every independent variable was regressed with the dependent
variable and the results presented using correlation (r), variance (ANOVA), regression (R2)
and regression coefficients.

IV. Results and Discussion

4.1 Response Rate

The study had a sample of 240 respondents who were surveyed using a structured
questionnaire. A response rate of 75% (180 respondents) was achieved and the data used for
analysis. This therefore makes the study appropriate to make conclusions and
recommendations.

4.2 Information Technology Capabilities

In the modern World, information technology plays a very significant role in firm
performance and competitiveness. Through better and well improvised technological systems,
organizations integrate their operations through which they save on costs while maximizing
their profit. The fourth objective of the study was to find out the influence of information
technology capabilities on performance of firms listed at NSE. The findings from the study
are as herein presented based on the specific measures of information technology.

a. Expenditure on Information Technology

The study sought to find out the expenditure that organizations spent on IT related
investments for a period of 10 years prior to the time of the study. The findings as shown in
figure 2 revealed that 27% of the respondents indicated that their respective organizations
spent below 10% of their investments on IT, 8% spent between 10 and 20%, 43% spend 20
to 50% on IT while 22% spent above 50% of their capital investment on IT and IT related
activities. McAfee and Brynjolfsson (2008) contended that in the modern day market,
organizations cannot overlook the power of ICT in their operations and performance in
general due to its risks and wide range of opportunities it opens the firm to.
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31.1%

2-5% 6-9% 10-16% Above 15%

Figure 2. Expenditure on IT

b. Staff Members dedicated to IT related Activities

The study sought to find out the rate of employees that were purely dedicated to
information technology. The findings as shown in figure 3 portray that 36% of the
respondents indicated that their respective organizations had 10% of staff dedicated to IT
activities, 16% indicated 10 to 15%, 33% indicated 15 to 20% while 16% said that they had
20% of the staff dedicated to IT related activities.

16%

Below 10% 10-15% 15-20% Above 20%
Figure 3. Staff dedicated to IT Activities

The respondents’ views on the best way to which they described the role of IT in their
respective firms were sought. The findings as shown in table 1 revealed that 14.4% of the
respondents described the role of IT in their organization as a traditional role, 36.1%
described it as an evolving role while 49.4% described the role of IT in their organization as
an integral role. Ray et al. (2005) described the role of IT as an integral role that keeps on
improving and require much attention and research for it to be successful in enhancing firm
performance.

Table 1. Best Description of role of IT

Option Frequency Percent
Traditional role 26 14.4%
Evolving role 05 36.1%
Integral role 89 49.4%
Total 180 100.0%
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4.3 Firm Performance

In this section the study sought opinion of various constructs that define firm
performance based on stakeholder theory. Respondents were asked their opinions on
employee satisfaction, customer satisfaction, social and environmental performance, firm
profitability and finally firm market share.

a. Employee Satisfaction

Under employee satisfaction, respondents were requested to give their opinion on staff
turnover rate and the firms’ attractiveness to existing talent as indicators of firm performance
(Oyedele et al., 2023). The results are captured below.

The study sought to find out the turnover rate of the employees on annual basis. The
findings revealed that majority of the respondents indicated that their organizations had
recorded turnover rate of between 15% to 20% with 34.4% of the total respondents, followed
by those that indicated between 3% and 10% with 23.9%, 10-15% with 21.7%, less than 3%
with 15% while those that had a turnover of more than 20% were 5% of the total
respondents.

Table 2. Employee Turnover

Option Frequency Percent
Between 3% and 10% 43 23.9%
Above 10% but below 15% 39 21.7%
15% but below 20% 62 34.4%
20% and above 9 5.0%
Total 180 100.0%

b. Attractiveness

The study sought to find out the trends in attractiveness of their organizations to the
available talent in the labour market over a period of 10 years covered by the study. The
findings as shown in figure 4 revealed that 2% of the respondents opined that within the
period, the attractiveness of their firm to joiners into the organization had significantly
reduced, 9% indicated that the attractiveness had moderately reduced, 24% indicated that it
remained the same, 52% said it moderately increased while 13% said that the attractiveness
significantly improved.

60%

s0% =, 52%
N /

30% /

\
AN\
e

0 1 2 3 4 5 6

Figure 4. Attractiveness of the Organization
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c. Social and Environmental Performance

The study sought opinion from respondents regarding their views on social and
environmental investments and how these relate to firm performance. The questions focused
on revenue set aside to support environmental based programs and legal suits instigated by
stakeholders against the firm.

The study sought to find out the respondents’ level of agreement with statements on
social and environment performance. On the first statement that participation in social
activities is an important strategic activities that drive brand performance, majority of the
respondents agreed with the statement as evidenced by a mean of 3.57 and a standard
deviation of 0.805. On the second statement that as a responsible corporate citizen the firm
actively participates in activities aimed at taking care of the environment in areas where it
operates, majority of the findings agreed with the statement as evidenced by a mean of 3.78
and a standard deviation of 0.849. The literature confirmed that socially responsible
organization usually benefit from their acts by reaping trust from the employees as well as the
customers.

Table 3. Agreement on Social and Environmental Development

Statement SD D U A SA Mean  Std.
Dev.

Participation in social activities is an 1.1 7.8 328 494 8.9 3.57 0.805
important strategic activities that

drives our brand performance

As responsible corporate citizens, 0.0 11.1 161 567 16.1 3.78 0.849
our firm actively participates in

activities aimed at taking care of the

environment in areas where we

operate

d. Firm Profitability

The study sought to find out the average profit growth of the firms for the period
between 2005 and 2015. The findings revealed that majority of the firms (77.2%) had recorded
a profit growth rate of between 10 and 30%, 13.9% had recorded profit growth above 30%
while 8.9% had recorded a profit growth rate less than 10%. Fan (2011) established that
performance of modern organizations is mainly determined by the ability of the firm to make
profit consistently.

The study sought to establish the performance of the firms in terms of ROA and
ROE. The study found that majority of the firms (43.3%) had more than 25% growth rate of
the Return on Equity while 13.9% of the respondents had below 5% growth rate in the ROE.
On the other hand, majority of the firms (56.7%) had between 5 and 10% growth rate in the
Return on Assets while 7.2% of the firms had a growth rate on ROA below 5%.

Table 4. Average Return on Equity and Return on Assets

ROE ROA

Frequency Percentage Frequency Percentage
Below 10% 16 8.9% Below 5% 13 7.2%
10%-30% 139 77.2% 5-10% 102 56.7%
Above 30% 25 13.9% Above 10% 65 36.1%
Total 180 100% Total 180 100%
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e. Market Capitalization

The respondents’ views on market capitalization (market value) of their respective
firms were sought. The findings revealed that majority (52.2%) of the firms had a growth rate
in the market capitalization of between 3% and 10% while 42.8% had an average growth rate
in the market capitalization above 10%. On the other hand, majority of the firms (79.4%) had
dividend yield of between 3% and 10% as opposed to 8.9% who had a dividend yield of less
than 3%. On the average growth of shareholders, the study revealed that majority of the firms
(61.1%) had a growth rate above 5% of the shareholders while 8.3% had a shareholder growth
rate below 3%.

Table 5. Market Capitalization

Market Capitalization Dividend Yield Shareholder

Freq. Percent Freq. Percent  Freq. Percent
Below 3% 9 5.0% 16 8.9% 15 8.3%
3%-10(5)% 94 52.2% 143 79.4% 55 30.6%
Above 10(5)% 77 42.8% 21 11.7% 110 61.1%
Total 180 100% 180 100% 180 100%

4.4 Hypothesis Testing

The relationship between IT capabilities and firm performance was tested using the
SEM and regression coefficients derived from the structural model and regression model
respectively. The study sought to statistically establish the relationship between the
information technology (independent variable) and the performance of firms listed at the NSE
(dependent variable). This was done using the ANOVA test, the regression coefficients and
the scatter plot diagram. This enabled the researcher to identify whether to accept the null

hypothesis for the variable or not. The model equation used for the variable was of the form;
Y= ?)o"‘ §4X4.

The model summary results shown in table 6 revealed that the R value was 0.310 while
the R* was 0.096 which indicated that the variability of the information technology
competency and the performance of the firms listed at the NSE could be explained by up to
9.6% of the model. This implies that the model was fit to determine the relationship between
the two variables and therein make conclusions and recommendations.

Table 61. Model Summary; Information Technology Competency

Model R R Square Adjusted R Square  Std. Error of the
Estimate
1 310 096 091 32035

a. Predictors: (Constant), Information Technology competency
b. Dependent Variable: Performance of firms listed at the NSE

The ANOVA results are as shown on table 7. The results revealed that the F-
calculated for the variable was 18.920 which is greater than the F-critical while the mean was
1.942 all implying that the model was significant. The P-value was 0.000<0.05, an additional
proof that the model was significant.

Table 7. ANOVA; Information Technology Competency

Model Sum of df Mean F Sig.
Squares Square
1 Regression 1.942 1 1.942 18.920 .000°
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Residual 18.267 178 103
Total 20.209 179

a. Dependent Variable: Performance of firms listed at the NSE
b. Predictors: (Constant), Information Technology Competency

The regression coefficient results were also sought as shown in table 8. The results
revealed that the coefficient B for the model was 2.639 (constant) and 0.154 (variable) thus
making the model equation to be; Y = 2.639 + 0.154X,. This implies that a unit change in
information technology capability could lead by up to 15.4% change in the performance of the
firms listed at the NSE. The results further showed that the P-value for the variable was
0.000<0.05 implying that information technology capability significantly influenced the
performance of the firms listed at NSE.

Table 8. Regression Coefficients; Information Technology

Model Unstandardized Standardized t Sig.
Coefficients Coefficients
B Std. Error Beta
1 (Constant) 2.639 .084 31.583 .000
Information Technology 154 .035 310 4.350 .000

a. Dependent Variable: Performance of firms listed at NSE

The relationship was further proved by use of a scatter plot diagram. The results are as
shown in figure 6 where the plots show a positive gradient. This implies that information
technology capabilities positively influenced the performance of firms listed at the NSE.
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Figure 5. Scatter Plot; Information Technology Capabilities

A structural equation model on information capability was defined. The findings as
shown in figure 6 revealed that I'T competence had a coefficient value of 0.29 when structured
against firm performance and indication that a unit change in I'T competence influenced up to
29% increase in firm performance.
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Figure 6. Structural Model on Information Technology Capabilities

The results of the inferential statistics analysis therefore infer that the null hypothesis
that there is no significant relationship between information technology capability and firm
performance is rejected in the study. These findings compliments previous findings that had
argued that I'T-based capabilities or assets IT assets (e.g., I'T investments, IT applications)
affect various measures of firm performance, such as productivity, profitability, risk,
shareholder value, and other intangibles such as customer satisfaction (McAfee &
Brynjolfsson, 2008). The same findings agree with the findings of Mugwe (2023), whose
findings highlighted the role and importance of IT-enabled information management
capability in enabling business excellence that creates and sustains a competitive advantage.
From these findings, it can therefore be argued that information technology capability is an
enabler of organizational capability which in turn is a key driver of firm performance.

V. Conclusion

Information Technology (IT) is a major component of any organization’s factor of
production and therefore cannot be overlooked in any way. Information technology capability
is a key driver of performance among the firms listed at the NSE. The study concluded that
IT capability was a key performance differentiator among the firms at the NSE. However, it is
noted that some firms did not dedicate a resolute number of staff to IT a move that can
negatively affect the effectiveness of the latter. The study concluded that firms at the NSE
majorly adopted and invested in IT for its strategic role but not for other major purposes such
as information role, transaction and threshold role. This could mean that apart from strategy,
IT could not be of much importance to firms thus limiting the benefit of the latter to the
tirms’ performance.

Information technology is critical capability required of any firm that wishes to excel
and remain competitive in the market place. The firms listed at the NSE have to effectively
adopt IT in their operations not only for the sake of strategy but to enhance their efficiency
through information sharing and transactional purposes. To make IT effective, the firms
should invest more funds and man power towards ICT tools and operatives. In the modern
business World, Information Technology stands to be one of the main determinants of how
well an organization does in terms of efficiency and effectiveness. It is therefore
recommended that the management of listed firms embrace information technology by
bringing modern and automated means of production as well as information sharing platforms
that create the uniqueness, efficiency and effectiveness of their firms.
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