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CHOICE OF EMPLOYEE-ORGANIZATION

RELATIONSHIP:

INFLUENCE OF EXTERNAL AND INTERNAL
ORGANIZATIONAL FACTORS

Anne S, Tsui, Jone L. Pearce, Lyman W. Porter, and
Jennifer p, Hite

ABSTRACT

We Initially pose the paradox that employers facing competitive environments
:lrnultaneously desire both flexibility in the employment and termination of
mP‘leees and flexibility of operations afforded by committed employees.
er:h]ang Previous conceptualizations in the literature, two general forms of the
Canp Oyment relationship (i.e., “job-focused” ar_ld “or'gan{zatlon—focusgd”) that
P ;l.chleve one or the othe_r of these ov_er-archmg objectlve§ are d.escrlbed. By
d INg on several theoretical perspectives such as strategic choice, resource

€pendence, equity theory, and institutional theory, the paper identifies factors
that can influence employers’ preferences for the type of employee-organization
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relationship. These factors are categorized into two sets, those external to the
organization and those internal to it, and specific propositions are advanced that
link particular factors with their effect on different forms of employr{lent
relationship. The paper concludes with overall implications of the propositions
and suggestions for future research priorities.

INTRODUCTION

In the past decade, a number of changes have been witnessed in the employment
practices of organizations. The large-scale restructuring of companies like General
Electric resulted in the elimination of thousands of managerial and profcssior'lal
jobs. While initially shocking, this phenomenon soon became a common practice
among companies in competitive industries (Buono & Bowditch, 1989). Blueston
and Harrison (1988) reported that in the United States nearly 600,000 middle-
and upper-level executives lost their jobs between 1984 and 1986. Between 1987
and 1991, it has been estimated that over 85% of Fortune 1000 companies
eliminated white-collar jobs, impacting more than five million jobs (Cameron,
Freeman, & Misha, 1991; Cascio, 1993). At the same time, there is a
corresponding increase in the use of temporary workers and independent
contractors (Belous, 1989; Davis-Blake & Uzzi, 1993). Belous (1989) judged that
about 25% of all U.S. workers in 1988 were nonpermanent or part-time.

While these practices provide efficiency in human resource utilization, they
may have a negative effect on employee commitment (e.g., Buono & Bowditch,
1989). Therefore, it is interesting that another development in the same period
is the greater use of high commitment (Lawler, 1988, 1992) or participation
programs (Kanter, 1985, 1989) by many companies. Lawler, Mohrman, and
Ledford (1992) described the wide-spread use of involvement teams and semi-
autonomous work teamdesigns in Fortune 1000 companies. In these programss
work groups and individuals are empowered to make decisions traditionally
reserved for management. Thus, team members are expected to commit
themselves to using their increased autonomy in the interests of the
organization. We suggest that there is a paradox inherent in these tWO
appro.ach.es to employee-organization relationships. Is it possible for
organizations to have both the freedom to terminate workers and expect them
to be co.mmitted to the organization at the same time? If these approaches are
in cgnfhct, when do employers adopt one type of practice versus the other,
and is it ever possible to adopt both at the same time?

In this paper, we argue that both types of approaches are adopted to provide
the emplgyer with different types of flexibility important for the organization’s
success, 1'f not survival. In addition, we identify a host of environmental-,
organizational-, and job-level factors that may influence the choice of the type
of employee-organization relationship by employers. As seen below, many of
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S:EPECLZZS $1ay be working at cro:ss-_pgr.poses _for any given job or set of
" yees. Yet, we propose that this initial articulation of factors will help
! f?f}’ilfy the conditions that push employers into the potentially paradoxical

condition described above.
Willlns;:;: fS{ECt_lo_n‘s tc.> follow, we first develop tht? Iogic for when an employer
S ;Xll{lh.ty in the employm@:nt and termination of workers, and when
-y exibility through commlttec-l emp}oyees. Here, we also describe two
B r()l;rlils of thfa em.p]oyment relationship betwee{n the employee and the
differeitt at are m.]p.h'ed by.the employment practices used to obtain the
5 il ypes of ﬂexﬂ?lhty desired by the employe_r. Thfa two forms are related
literatureussconceptua.hzatmns of employment relzjttlonshlps found in the existing
for o f. econd, we analyze fact_ors tl?at may influence employer preference
W I:)tl"m of employn_ttent relationship versus the other.. Wt? organize these
Sirerveal 1 o thwo categories, factors external to the orgamze‘ltxon and fac.tors
Mg (zht e orga_mlzatl_on. We dr'flw on several theoretical pe.rspectwes,
Structurfl e strategic ch::nce ‘perspec.tive, resource de}?endence, egmty tl}eo'ry,
fhe sl and technological 1:_11p§rat1vcs,.and institutional theories, to justify
gy vance of .each _factor in influencing the preference for one for.n} of
e ofi}‘;Tedm relationship Versus gnother by the eerloyer. Form-al propositions
eXhaust'e throughout this .sectlon..The propositions are not mtf.tnded.to be
the im ll;’:, Put rather to t.)e illustrative. We conclude with some _d1scuss1on. of
a6 Chgiceatlfons of these ideas for f_uture research and practice in the design
The follo t’:mplo.ymentt relationship between the f:mployee and the employer.
assumptio owing dxscussmn'of _fac’tors takes as 1ts point of departure the
Y I; that the orgamzahon s key executives scan the environment,
offs, T 01:] evant altematwes.and their copsequences, and make reasoned. trade-
ity er words, tt'le chmce. ofa part.lcfular fonp of employee-organization
recognize ltI]J_l Is a relat'wely ratmn‘al de.cmlomn?akmg process. Of course, we
1987, Mint ;11 no choice process is entirely rational (e.g., Dutton & Jacksgn,
- cl,a imsnfz erg, 1987;. Narayf‘mz'm & Fahey, 198?). Nt_wertheless_, while makfng
out the « OF managerial omn1§c1ence or cool re_ltlonahty, we believe that. laying
tradition ";t\l;nal model” provides a useful point of departure. Follpwmg the
be wh o Oodward‘(l%.‘a‘), we SL}ggest that a useful empirical question woyld
ether those relationships which more closely conform to the following

rat) it i p . i ;
onalistic predictions are indeed associated with higher levels of performance.

TYPES OF FLEXIBILITY AND
EMPLOYEE-ORGANIZATION RELATIONSHIPS

Flexibility in Hiring and Firing

HI _ . . ol o 5
chanﬂcreasmg international competition and the rapid pace of technological
ge are favoring organizations that are lean, fast, and flexible” (Miles, 1989,
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p. 9). A quote like this has appeared regularly in the management literature
in recent years (e.g., Kanter, 1989; Quinn, 1992). Clearly, one of the major
challenges facing organizations under intense competition and rapid
technological change is that to survive, firms need flexibility on a number of
dimensions (Blyton & Morris, 1992). We suggest that one type of flexibility
desired by an employer is flexibility in the employment and termination of
workers (i.e., freedom to adjust its work force as situation demands). To obtain
this type of flexibility, many organizations engage in major reductions of their
work force along with contracting for, or “externalizing” work previously
performed by the core workers (Belous, 1989). Clearly, an important benefit
of externalization of work is flexibility in adjusting the number and the skills
of employees to cope with fluctuations in work loads (Davis-Blake & Uzzi,
1993; Pfeffer & Baron, 1988). For example, externalization may allow the firm
to acquire highly specialized skills needed for a specific project without
investing in the development of such skills among existing employees
(Lazerson, 1988). In general, when the employer cannot forecast or control
the fluctuation in the demands of its products (or services), flexibility in the
emplt_nyment and termination of its workers is desired. Human resource
practices used to obtain this kind of flexibility result in what we label a “job-
focused” relationship between the employer and the employee.

The job-focused relationship is concerned primarily with encouraging a high
level of task performance from employees, without requiring their commitment
to,‘ or concern for, the organization’s overall success or survival. A contract,
written or oral, explicitly defines the expectations of the employer in terms
of outputs required of the employee and payments offered by the employer.
Here, rewards are based entirely upon the employee’s performance of specific
tasks. Beyond the payment for agreed-upon outputs, neither the employee nor
the employer is obligated to continue the contract. Examples of this type of
employment relationship are that of physicians with the hospitals where they
ha\{e “SFaff privileges,” bond traders with their institutions, or contractors with
th.f:li' client organizations, It is not expected, for example, that a contractor
will help another employee in the company unless this is prespecified in the
contract. Another example of this form of employment relationship is that of
new accountants in public accounting firms. They have specific sets of duties
to perfor'm, and know that there is a low probability that their employment
will cor‘mnue beyond the normal duration of two to five years.

The _]_Ob-f:OCUSCd relationship finds its conceptual parallels in Etzioni’s (1961)
uuhta_l:lan involvement, Ouchi and Johnson’s (1978) Type A organization,
(Euclill s, (1979, 19.80) markct form of control, Walton’s (1985) control strategys
in?i‘f:’l;;izl(iﬁgg)eljoAb;ltr}llvozverlr;Zm management approach, Osterman’s (1988)
Mahorey a W,atson,:&sgg 5 2) cost_—rec‘lucmg human resource system, and
GBIy BTk ‘T )aUthertarlan model of work force governance,

g 1s. To illustrate, according to Etzioni (1961), the utilitarian form
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of employee compliance is based on performance of a specific job with explicit
rewards. Employees’ psychological involvement in the organization is not
expected. The Type A organization (Ouchi & Johnson, 1978) maintains control
through tight monitoring of employees, and utilizes mechanisms such as rules,
specific job descriptions, and explicit evaluation. In the market form of control
(Quchi, 1979, 1980), exchange is based entirely on measurable outputs and the
price mechanism. Lawler’s (1988) job-involvement management approach
Involves specific rules and tight controls. Decision making by the employee
is restricted to only the job. Similarly, both the control strategy (Walton, 1985)
and the cost-reduction human resource system (Arthur, 1992) focus on tight
job descriptions and explicit rules. “Employee attention is limited to performing
the individual job” (Walton, 1985, p. 81). Further, in the authoritarian model
of workforce governance (Mahoney & Watson, 1993), employee behavior and
descretion is limited to that specified in the employment contract. Finally,
Osterman explained, “In this [industrial] model work is organized into a series
of tightly defined jobs with clear work rules and responsibilities attached to
each classification” (1988, p. 64). A common characteristic of these
conceptualizations is the limited obligation between the employee and the
employer. The employee is expected to give undivided attention toward a well-
specified set of tasks and for which the employer pays a Wage premium, but
the employee does not receive fringe benefits or training beyond those required
to perform the immediate job.

The job-focused employee-organization relationship has both advantages
and disadvantages for the employer. One advantage is that responsibilities are
clearly defined. Another advantage is that the organization can hire or fire
€mployees in response to changing environmental demands. A major
disadvantage to the employer is that inflexibility is introduced to the job in
that employees will not be willing to undertake tasks not previously specified.
The lack of flexibility may also manifest itself when changes to the organization
occur, such as a shift in technology, that require renegotiation of the contract.

The job-focused relationship also has advantages and disadvantages for the
employee. One advantage is that jobs are clearly defined, so that the employee
knows precisely the expectations of the employer. Disadvantages include the
Perception that the organization has no long-term interest in them and the
narrow definition of the job. However, in a tight labor market, this type of
employment relationship may bring greater short-term payoffs to an employee
who is willing to forgo the advantages of long-term employment.

Flexibility in Deployment of Employees
A second type of flexibility desired by employers under competitive pressure

a“d_rapid changes in technology is a greater degree (than before) o_f en'lployee
flexibility, discretion, and commitment to the success of the organization. To
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meet the demands of rapid changes in both mar'ket conditi.ons and techr_l;;logry:fE
firms need flexibility in terms of employee skills for assignment to d}ffere :
tasks and flexibility in terms of mobility for ass:gnment to di ert:crllc
geographical locations. As Atchison (1991, p. 58) .noted, Technology has m?he
the work environment more complex and requires emplc?yees to change
way they perform their jobs. Flexibility is now a major requlremenp Emplo}{ces
must be able and willing to do different tasks every day.” (?oncormtantly, there
has been a shift to organizations with fewer hierarqhwalv levels. Ir_l these
organizations, employees have more autonomy and discretion; that is, the()jf
have been “empowered” (Lawler, 1992). Because employers 1_13ec.1 to E)e assure
that these employees exercise their autonomy in the organizations’ interests,
employees’ commitment to the organization has become & central.conc‘f:rn. For
example, an executive of General Electric was quoted as saying, “We are
looking for people to make a commitment” (Pare, 1989, p. 199). To obtain
this type of employee flexibility, many firms have developed what have been
called “high commitment” policies and skill-based pay systems (e.g., Lawler,
1992). Strauss (1987) predicted that high commitment policies (i.e., those
designed to develop broadly trained employees who identify with the
organization, and who are prepared for and trusted to exercise discretion) will
be a norm of the future. An expected benefit of these types of high commitment
policies is that employees will be more willing to assume a wider number _Of
tasks and assignments than was characteristic of the traditional industrial
model of employee-organization relationship (cf. Osterman, 1988). Thus, the
other archetypal approach to meeting the demands of technological change
and to being responsive to changing market conditions is to seek ﬂexi‘pll'lty
in broadly trained workers with greater discretion, workers who are .w1]1_1ng
to accept varying assignments and retain a commitment to the organization
and its interests. Human resource practices used to obtain this type of flexibility

result in what we label an “organization-focused” employee-organization
relationship.

The goal of this form of employee-
broader range of behaviors and stro
simply the single-task performance
organization relationship. However,
performance is unimportant in the org
other contributions are also desired in
assigned tasks. For example, the action
the employee’s willingness to accept a
acceptance of learning firm-

organization relationship is to solicit a
nger commitment from employees than
desired in the job-focused employee-
it should not be implied that task
anization-focused relationship. Rather,
addition to those required to complete
s the organization seeks may range from
geographical transfer to the employee’s
specific skills. Clearly, this form of employee-
cuses the employee’

job. A classic example of a
of relationship is the “o]d” IBM, a firm that, until
never had a layoff. It was (and perhaps still is) believed by IBM

tompany that uses this form
recently,
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management that people who are not worried about being laid off are more
flexible and willing to make the changes expected of them by the company.
IBM engaged in extensive training and retraining, and financed large-scale
relocation of its work force to new sites while employees accepted these
relocations as part of the relationship. Digital Equipment is another firm that
followed a no-layoff rule and had extremely fluid work rules and job
descriptions (Osterman, 1988).

Several familiar characterizations of similar forms of employment
relationship include Lawler’s (1986, 1988, 1992) high-involvement approach,
Walton’s (1985) commitment strategy, Osterman’s (1988) salaried model,
Arthur’s (1992) commitment maximizing human resource system, Etzioni’s
(1961) normative involvement, Ouchi and Johnson’s (1978) Type Z
organization, Quchi’s (1979, 1980) clan form of control, and Mahoney and
Watson’s (1993) employee involvement model of workforce governance.
According to Osterman, ‘‘Although [salaried] employees have job
descriptions,... They are subject to revision by superiors, and the employees
are prepared to take on new activities as demanded” (1988, p. 65). The high-
Involvement approach (e.g., Lawler, 1988) relies on self—management_and
employee participation in decisions that extend far beyond any single
employee’s own job. Similarly, in the employee involvement r_ngdel gf
workforce governance (Mahoney & Watson, 1993), employees participate In
Organizational decisions and enjoy greater discretion in their jobs. In the
Commitment strategy (Walton, 1985) and the commitment maximizing humgn
fesource system (Arthur, 1992), jobs are broadly defined, and participative
decision making and extensive training are common. Further, “individual
Tesponsibility is extended to upgrading system performance” (Walton, 1985,
P.81). Likewise, Type Z firms and the clan type of organizations achieve control
through developing strong organizational identification rather than
identification with the incumbent’s profession or occupation (Ouch_i &
Johnson, 1978). In general, this form of employment relationship involves Jops
that are broadly defined, employees who have a high level of involvement in
the organization, and who are prepared to take on additional tasks as requn“led.
.In Ieturn, the employer offers a wide-ranging set of obligations including
Investing in the employee’s career and extended benefits. _

The major advantage to the employer of the organization-focused
€mployment relationship is the employee’s willingness to forgo short-term
advantages (i.e., in exchange for expected long-term returns). Although the
Job-focused employment relationship permits flexibility in hiring ?nd firing,
the, organization-focused relationship provides flexibility in the aSSIgnn.le.nt pf
eXisting employees to other positions within the firm, as well as flexibility in
assigning tasks to the employees. Such flexibility is possible because the
€mployees are willing to respond to a whole range of organizational needs,
Such ag working inconvenient overtime. Further, they are more willing to
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develop skills particular to that one organization, or to allow themse.lves‘ to
become somewhat professionally rusty while completing tasks the organization
urgently needs. Disadvantages to the employer include the costs involved in
making long-term obligations to workers and occasionally placing a less skilled
employee-trainee in a position rather than going outside the company for
someone who already has the skills.

The major advantage of the organization-focused relationship to the
employee is greater personal security. Further, because employees’ job scope
is broad, they may find the additional autonomy preferable to the heavy
controls characteristic of the job-focused approach. However, there are several
disadvantages. For example, skills learned by employees may not be
transferable to other organizations (Nelson & Winter, 1982). These firm-
specific skills or “asset specificity” (Williamson, 1975) can greatly limit their
employability in the external labor market. Also, employees may become $0

engaged in their work that their personal lives suffer (Jelinek & Schoonhoven,
1990).

Summary

In summary, based on observations of employment practices used by
employers in recent years to attain different types of flexibility, we identified
two general forms of employee-organization relationship with conceptual
parallels to a number of existing typologies of employment relationship found
in the literature. Table 1 summarizes these various conceptualizations. It is
quite clear that one form of relationship focuses on the job primarily and a
bounded relationship, while the other form focuses on the organization as well
as an extended relationship between the employee and the employer. Further,
one form may be characterized as involving primarily what Blau (1986) called
economic exchange, while the other form, in addition, includes some features
of a social exchange relationship. According to Blau (1986), the most basic
and crucial distinction between economic and social exchange entails
unspecified obligations. Economic exchange involves specific commodities and
services and is present-oriented, while social exchange involves open-ended
obligations and is future-oriented. Writers on workforce governance have
noted that the type of exchange relationship varies with changes in the form
of governance (e.g., Kaufman, Lewin, & Adams, in press; Mahoney & Watson,
1993). For example, Mahoney and Watson (1993) suggested that in

au_thon'tanan forr_ns _of workforce governance, the exchange relationship is
primarily economic, in which employees adhere to

}Jehaviors‘, expected (?f them. With the increased employee participation
inherent in employee involvement forms of workforce governance, Mahoney
and Watson ( 19?3) Suggest that social obligations beyond that described by
a purely economic exchange are introduced.
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Table 1. Conceptualizations of Employee-Organization Relationship

Nature of Employee-Organization Relationship

Authors Job-focused Organization-focused
Etzioni (1961) Utilitarian Normative

Ouchi & Johnson (1978) Type A organization Type Z organization
Ouchi (1980) Market Clan

Walton (1985) Control Commitment

Lawler (1988) Job-involvement High-involvement
Osterman (1988) Industrial model Salaried model

Arthur (1992) Cost reduction Commitment maximizing
Mahoney & Watson (1993) Authoritarian Employee involvement

It should be acknowledged also that the two forms of employee-organization
relationship described here are treated as extreme cases Or pur forms. In
reality, the employee-organization relationships found in most organizations
are likely to be of a less extreme form than those described here, though we
argue that they will tend to be more similar to one form or the other. In other
words, these two forms are intended to be prototypic rather than representative
of all possible forms of employee-organization relationship chosen by
employers.

We further acknowledge that in most organizations, we expect to find both
forms of employment relationship, though the proportion of its employees
under each form of relationship may differ. We offer three different scenarios
to illustrate how these two forms of employment relationship may be used in
combination in different organizations. The first scenario is one in which the
organization uses the organization-focused approach with most of its
emPloyees and the job-focused approach with only jobs that are clearly
Peripheral to the core production function of the organization. These include
such tasks as security services, ground keeping, building maintenance, Or
Payroll processing. These tasks may be contracted out (if performed off
company premises), contracted in (if performed on company premises), Or
performed by permanent part-time employees. The “old” IBM is a classic
example of this type of organization. While most of the employees in old IBM
had an organization-focused relationship with the company, many “peripheral”
workers did not. Figure 1A is a visual representation of this “organization-
focused” company.

A second scenario is one in whi

approach with most of its employees and the !
With only a small group of core employees. The accounting consulting firm

18 a classic example of this type of organization. All of the junior accountants
€Xpect no commitment from the employer in terms of a long-term relationship,
and training is restricted to only skills relevant for the current job. The core

ch the company uses the job-focused
organization-focused approach
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Figure 1. The primarily “Organization-Focused” company
“Job-Focused” Employee-Organization
Relationship (E-O-R)
“Organization-Focused” E-O-R

Figure 1. The primarily “Job-Focused” company
“Job-Focused” E-O-R

“Organization-Focused” E-O-R

Figure 1. The “Mix-Focused” company

Contract in
Contract out
“Organization
Focused” “ob
FOR Focused”
Permanent part-time E-O-R

Temporary employees
Consultants

Note:  Proportions in the pie-charts are for illustration anly.

Figure 1.

Nature of employee-organization relationship—Three scenarios.
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employees, in this case partners of the company, have “tenure” with the
company, and the nature of employment relationship is highly characteristic
of the “organization-focused” approach. Figure 1B is a visual representation
of this “job-focused” company.

A third scenario is one in which a company uses, equally extensively, both
the job-focused and the organization-focused employment approaches.
Further, this type of company uses the job-focused approach for jobs that are
both core and peripheral to the company’s production function. For example,
a company may hire an executive on a contingent basis (Fierman, 1994), or
it may contract out its entire training function. Some employees may even have
the “permanent temporary” status, implying that the employee is not to expect
a permanent employment arrangement with the company. Often, these
employees do not receive any benefits that are enjoyed by permanent
employees. Figure 1C gives a visual picture of this “mix-focused” company.

. Clearly, the two forms of employee-organization relationship proposed here
differ quite substantively in a variety of ways, and have different benefits and
Costs to the two parties involved. Further, both forms exist in different degrees
in different organizations. What might determine the adoption of each form,
and what affects the adoption of both forms? Below, we address this question

of determining factors.

FACTORS INFLUENCING THE CHOICE OF
EMPLOYEE-ORGANIZATION RELATIONSHIP

Drawing on a variety of theoretical perspectives, we identify a number of factors
that may influence the adoption of different forms of employee-organization
relationship by employers. While any attempt to organize such a wide array
of theoretical perspectives is difficult, we have found it best to categorize them
by factors that are either external or internal to the organization. External
factors are those that originate outside of the organization and affect large
Numbers of organizations (€.8., governmental regulation or technological
change). Internal factors would be those that are particular to individual
organizations. Further, factors in both groupings may affect the organization
as a whole or individual jobs. We have tried to be explicit about these effects
throughout. The mix of these factors, the ways in which the potentially
conflicting pressures impinge on the relationships, are, we suggest, one of the
Primary reasons for the paradox described in the introduction.

Factors External to the Organization

Here, we address five features of organizations’ environments that may place
Pressures on organizations to adopt particular forms of employee-organization
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relationship. These are governmental regulation, organizational legitimation,
level of economic development, nature of the labor force, and environment
and technology.

Government Regulation

Historically, the U.S. government has played an important role in regulating
the nature of employment relationship that firms may have with their
employees. Wage and hour laws focus on improving the employees’ ot in the
economic exchange. Unions rose to represent the interests of the employees
with attention primarily on wages and working conditions. Government
intervention, therefore, in part may be responsible for the creation of the
industrial model of employee relations (Osterman, 1988), which is characterized
by explicit work rules, well-specified duties, and circumscribed obligations by
employers. In some European countries, the government even legislates the
protection of jobs for workers. For example, Spain’s Labor Ministry must
approve all employee layoffs, and if the labor union opposes the layoff (which
would be likely), the Ministry is obligated to investigate. Employers responded
by splitting their workforee into a “core” who are fully protected by law, and
a “periphery” of temporary workers who are not protected by such regulations.
This response may have accounted for the fact that Spain has the highest

employees, and contractors. The

these jobs is typical of the job-focused approach. However, for those jobs with
}eg'al mandate for job security protection, an organization-focused relationship

security on the one hand, a
the other hand. Thus, we propose:

Proposition 1.  The employer is more likely to use an organization-focused
employment relationship with employees in jobs with legal protection

of job security, and a job-focused relationship with employees in jobs
without legal job security protection.

Governments can also

indirectly affect the nature of employee-organization
relationship, either thro

ugh its institutional force or through its control over
wing body of evidence that many employment practices
onse to governmental actions (Baron, Dobbin, &

3

n, 1990). For example, several observers (Belous, 1989;
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Waller, 1989) have noted that U.S. government officials express increased
concern about the exploitation of temporary workers and independent
contractors. Indeed, Davis-Blake and Uzzi (1993) found that organizations
with strong government scrutiny of their employment practices were less likely
to use part-time workers. Further, the granting of governmental work contracts
are influenced in part by an employer’s reputation in progressive human
resource practices. In fact, Federal government contractors have specific
obligations in terms of employment of women and minority workers. Thus,
We suggest that organizations which are relatively more dependent on
government approvals, regulations, government contracts, and government
employers themselves would feel some pressure to adopt organization-focused
relationships.

Proposition 2. Governmental organizations and organizations highly
dependent on them are more likely to adopt an organization-focused
rather than a job-focused employment relationship with employees.

Institutional Legitimacy

All organizations must maintain their legitimacy in the societies in which
they operate (Meyer & Rowan, 1977; Powell & DiMaggio, 1991). Modern
Organizations exist in highly elaborated institutional environments, and they
gain legitimacy and resources needed to survive when they adopt ru.les _and
Practices that are isomorphic with the institutional environment. Organizations
that conform with institutional rules or norms are “assumed to be oriented
to collectively defined, and often collectively mandated, ends” (Meyer &
Rowan, 1977, p. 349). Further, “The incorporation of structure ... reflecting
the latest expert thinking or those with the most prestige, makes the cr_edlt
Position of an organization more favorable” (p. 351). Because organizations
In the same industry tend to have similar institutional origins, they tend to
have similar human resources practices, regardless of the technical demands

of the work (Eisenhardt, 1988). Thus:

Proposition 3. Organizations in the same industry aré more likely to have
relatively similar employee-organization relationships with employees
than organizations in different industries.

I}TIitation of competitors’ practices, clearly, is not the only approach to
Maintaining legitimacy. Competitors in the same industry are only one of the
multiple sets of social actors in the organization’s network of exchanges. As
Udy (1970) observed, institutional environments are pluralistic. In search of
€Xternal support from the multiple groups, organizations may adopt many
TeSponses. Organizations may incorporate norms consistent with those external
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groups which have a higher prestige or standing than others. That is, they may
enhance their legitimacy by seeking to be seen as “better” than others. For
example, at present there are various awards and “lists” on which many
companies may wish to appear, such as Working Mother’s “The 100 Best
Companies to Work For,” Forbes' “Best Small Companies,” or Fortune’s
“Excellent Companies.” In examining the criteria for such awards and
acknowledgments, it appears that they emphasize many elements of the
organization-focused relationship in terms of expanded obligations to
employees. The employment practices of Fortune’s excellent companies are
characterized to be highly employee-oriented with good benefits. Some of these
excellent companies are known for their no-layoff policy or practices.
Workforce reorganizations that eliminate jobs tarnish a firm’s reputation
(Belous, 1989; Osterman, 1988). While there might be many complex reasons
why companies seek such recognition, there can be no doubt that a sizable
number of companies institute certain organization-focused programs
expressly because they wish to compete for such recognition. Therefore:

Proposition 4. Organizations seeking recognition as model employers are

more likely to .adopt an organization-focused than a job-focused
employee-organization relationship with employees.

_ The importance of other actors in an organization’s network is receiving
mcreas'ed attc?ntion In recent years. Many authors argue that the network is
bec.omlng anincreasingly prevalent form of interorganization relationship (€.g.,
Jarillo, 1988; Kanter, 1989; Powell, 1990), and these partnerships and alliances
fre d necessary response to competitive pressure. Although many use the term
network™ to refer to any long-term relationship, even the relatively distant
ones between suppliers and customers (e.g., Perrow, 1993), here we focus on
those n_etworl‘cs that involve a high degree of reciprocity and mutually
Supportive actions (Powell, 1990). That is, in these relationships organizational
participants become involved in one anothers’ operations. Kanter (1989)
obse.rved that these cooperative agreements “involve unprecedented levels of
sharlrlng and cqmmitment” (p. 119). One consequence of network participation,
then,.as €xtensive communication and sharing of management information and
practices. This extensive communication and the desire for acceptance by
network members, that is, legitimacy, is expected to lead to similarity in

management practices, including employee-organization relationships. We
thus posit:

p i e e
roposition 5. Organizations in the same network are more likely to adopt

a sim o
sm'}lla.r fo-rm .of employee-organization relationship than
Organizations in different networks.
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Economic Development

The level of a society’s economic development also may influence the choice
of employee-organization relationship. Jobs in less developed countries are
expected to more likely be job-focused than those in the more developed
societies for two reasons. First, employers in wealthier societies may find that
they simply must pay more to retain employees of a certain skill level, because
wealthier societies offer more opportunities to their residents. Further, even
employees whose jobs may be more appropriate for the job-focused
relationship find themselves in greater contact with employees whose employers
make a greater commitment to them. That is, their “comparison other”
(Adams, 1965) would be different than a similarly-skilled employee in a less
f.‘leveloped society. Thus, we expect level of societal economic development to
influence both opportunities and expectations:

Proposition 6. Organizations in more economically developed societies are
more likely to have an organization-focused relationship with their

employees than organizations in less developed societies.

Nature of the Labor Force

We consider the effect of the labor force on forms of employee-organization
relationship in terms of both its availability and its characteristics. We suggest
th_at when the supply of labor for a particular job is plentiful, organizations
Will be tempted to use the job-focused relationship. The organization-focused
€mployment approach overall entails more obligation on the part of the
¢mployer, and may be more costly in the short-term. Therefore, where labor
Supply is plentiful, employers may want to conserve their money and limit their
future obligations by offering the more limited job-focused relationship.
COHVersely, when the labor supply is tight organizations may want to make
themselves a more attractive employer by offering the organization-focused
relationship. Therefore:

Proposition 7. Organizations are more likely to use a job-focused
employment relationship with employees in jobs with an abundant
labor supply, while for jobs with a tight labor supply, they are more
likely to use an organization-focused employment relationship.

Also relevant in considering the influence of the labor force is its demographic
Characteristics and its social values. In terms of demographic profile, there is
INcreasing heterogeneity of the labor force in terms of race, gender, ethnicity,
and national origin in the United States and in multinational corporations
(Johnston & Packer, 1987). Historically, there is a high level of occupational
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segregation with women and racial and ethnic minorities occupying relatively
less skilled and lower paying jobs than white men. Although there has been
a steady increase of these “nontraditional” workers in the professional and
managerial jobs traditionally dominated by white men, women and minorities
still have difficulty in moving up the organizational hierarchy (Morrison & Von
Glinow, 1990). One possible explanation has been that women and minorities
receive fewer developmental opportunities than their white-male counterparts
(Ohlott, Ruderman, & McCauley, 1994). These developmental opportunities
include job rotations and challenging assignments where the employees learn
skills necessary for higher level positions. In other words, women and minorities
may have a different employment relationship with their employers than white
men who are in comparable positions. While many employers are engaging in
programs to advance the careers of women and minorities (Jackson &
Associates, 1992), the reality remains that they are underrepresented in higher
level positions in the organizations. Though this may change in the future, Ohlott
et al. (1994) found that women and minorities were still receiving relatively less
investment by their employers in their careers. Hence we propose:

Proposition 8. Organizations are more likely to have a job-focused
employment relationship with women and minorities than with white
men in comparable positions.

Finally, we expect the educational level of employees to affect an employer’s
preference for forms of employment relationship as well. The average
educational level of the American work force is increasing steadily (Fombrun,
1984). A high level of education raises employees’ aspirations and career goals,
suggesting a desire for fulfillment beyond simply completing a limited range
of duties (Angle, Manz, & Van de Ven, 1985). Part of this fulfillment may
come from involvement in the organization in the form of participation in
decisions beyond the employee’s own job. Employers may respond to this
increased expectation of employees by adopting the organization-focused
instead of the job-focused employment relationship. Further, employees with
greater educational levels tend to be more articulate, have greater self-
confidence, and are more willing to express their opinions on a wider array
of organizational issues than employees with less education. Thus, employers
would have more confidence in them in terms of potential contributions than
employees with less education. Therefore, we expect the educational level of
the employees to have an effect on an employer’s choice of employee-
organization relationships.

Proposition 9. Organizations are more likely to use an organization-
focused employment relationship with employees with greater
education than with less education.
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Environment and Technology

Here, several features of organizations’ environments are addressed which
we believe will influence choice of employee-organization relationship. First,
environmental variability, especially in terms of fluctuations in product
demand, is examined, and then the influence of technology is discussed.

Different aspects of the organization’s environment may be more or less
uncertain. For example, demand for the organization’s services may be
predictable and stable, but the technology to produce those services can be
undergoing a fundamental revolution. Further, environmental variability and
technological uncertainty may have a more pronounced effect on some
occupations than on others. For example, Osterman (1988) discusses the
traditional split in the human relations treatment of white-collar workers whose
output does not vary greatly with product demand cycles, and production
workers who could be either very busy or completely idle at different points
in the cycle. Thus, we would expect environmental and technological effects
to operate at the job level.

We expect that variation in demand for the organization’s products and
services will have two different kinds of effects. The first type of uncertainty
we address is wide fluctuations in product demand that tend to be relatively
certain. For example, retailers need more sales clerks during the Christmas
season, and swim suit manufacturers are busier in the winter preparing
inventory for spring sales. In a recent study of employment externalization,
Davis-Blake and Uzzi (1993) found that predictable fluctuations in demand
led to greater use of temporary workers and independent contractors. Thus:

Proposition 10. Organizations with predictable wide fluctuations in
demand for products are more likely to use a job-focused than an
organization-focused employment relationship with employees.

However, we expect that demand uncertainty will have the opposite effect.
Here, organizations will need the widest possible flexibility in the deployment
of existing employees because they cannot forecast employment needs and
write clear short-term contracts when demand is highly uncertain. We believe
that it is this kind of demand uncertainty brought on by increasing international
competition which has led many such as Kanter (1985, 1989) and Lawler (1986,
1992) to advocate a shift to the organization-focused relationship for the large
organizations they advise. Therefore:

Proposition 11. The greater the uncertainty in the demand for an
organization’s products and services, the more likely they are to use
an organization-focused employment relationship with employees.
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Technology is important for analyzing empl.oyment pra'ctices because
changes in the technology could require substantial changes in how human
resources are managed (Flamholtz, Randle, & Sackman, 19.86). For example,
one predicted consequence of rapid technological change is a trend towar.d
smaller, “leaner” organizations (Flamholtz et al., 1986; Miles, 198.9). Tl'ns
prediction has implications for managing employee—organizatior'l relatlonshl_p.

The general technological environment can be characterized in terms of its
degree of uncertainty and complexity, and the rate of change. Uncer’gam-ty can
be described as the amount of nonroutineness and unpredictability in the
organization’s technological environment (Burns & Stalker, 1961; Lawr_ence
& Lorsch, 1967; Perrow, 1967; Thompson, 1967). A firm with a highly
uncertain technological environment requires Jobs that are designed to en.a‘ble
employees to cope with a high degree of nonroutineness and unpredictability.
Such nonroutineness means that tasks do not have established methods or
techniques for their completion, and that employees are required to perform
a variety of tasks (Perrow, 1967). Because of their mastery of a variety of skills,
and their flexibility, employees are more likely to be able to cope with a highly
uncertain environment effectively. Thus, conditions of high technological

uncertainty would favor the use of the organization-
relationship with employees.

Technological complexity refers to the number and diversity of elements or
factors that must be confronted simultaneously by an organization (Bourgeois,
1980; Perrow, 1967; Scott, 1987). Further, complex technology requires
employees to monitor and control the technology (Woodward, 1965). Thus,
jobs in a highly complex environment are structured to permit employees to
handle the bombardment of diverse elements, and to give them the ability to
monitor their own work. Jobs associated with the organization-focused form
of employment relationship involve broad responsibilities, and employees are
prepared to help the organization reach its overall goals; thus, the employee
is better prepared to contend with complex technological change. The
organization-focused employment relationship appears to be appropriate for
a highly complex technological environment,

The technological environment may have either a fast or a slow rate of
technological change (Andrews, 1980; Bourgeois, 1980). A faster rate of
technological change indicates a less stable environment. In order to keep pace
effectively with rapid technological change, an organization will need to give
its employees latitude to make decisions quickly, in response to rapid changes.
To accomplish this, the organization might structure Jobs with a wide range
of responsibilities, The following proposition summarizes the effect of general
technological environment on the employee-organization relationship.

focused employment

Propaosition 12

Organizations are more likely to use an organization-
focused e

mployment relationship with employees when their
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environments are characterized by a high degree of technological
uncertainty, complexity, and rate of change.

Factors Internal to the Organization

These are features of the organization or its participants that tend to originate
from within the organization. Factors in this category include business strategy,
organizational structure, tradition and preferences of the organization’s
executives, labor unions, and job characteristics. We begin with the factor
which has received the most extensive direct scholarly attention: the employee-
organization relationship as a strategic management decision.

Business Strategy

The basic premise of strategic human resource management is that an
organization’s business strategy can be developed and implemented more
successfully when the company’s human resources are linked to the firm’s
overall strategic plan (Butler, Ferris, & Napier, 1991; Dyer, 1985; Kochan,
McKersie, & Cappelli, 1984; Wright & McMahan, 1992). Most of this
scholarship proposes how different business strategies can be enhanced by
appropriate human resource practices. For example, Schuler and Jackson
(1937) argued that business strategies can be implemented by employing
Various human resource practices to elicit the appropriate behavior from
€mployees. Drawing from Porter’s (1980) model of competitive advantage, the
authors presented three business strategies that would enable firms to gain
Competitive advantage: cost reduction, in which firms seek to gain competitive
advamage by providing products and services at a lower cost than their
Competitors; innovation, in which firms hope to attain competitive advantage
by developing new products and services; and quality enhancement, in which
firms aim to gain competitive advantage by offering high quality products aqd
Services. The authors proposed that different human resource practices will
facilitate competitive advantage in each of these business strategies. Thus,
Organizations undertaking a cost reduction strategy seek to maximize efficiency
through management controls. Jobs in these firms would be defined narrowly,
Pay would be market-based, and training would be minimal. This appears to
be similar to the job-focused relationship.

Alternatively, the human resources practices advocated for the other two
Strategies are consistent with what we are calling the organization-focused
Telationship, They suggest that organizations seeking an innovative strategy
Would use practices that encourage the exchange of ideas through cooperative,
Interdependent behaviors among employees. Thus, performance appraisals
Would be long-term and group-based, jobs would permit employees to develop
skills useful in a range of positions in the firms, and compensation would
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incorporate a mix of options (i.e., stocks, bonuses, and salary). Finally,
organizations pursuing a quality enhancement strategy would utilize human
resource practices that enhance highly reliable behaviors in employees and
permit flexibility in job assignment. These practices incorporate extensive
training, high levels of employee participation in decisions relating to individual
jobs, and performance appraisals that are results-oriented.

Although Schuler and Jackson (1987) did not test their propositions, similar
ideas received support in a study by Arthur (1992). In a sample of 40 stee]
minimills, two categories of human resources practices were identified. Arthur
labeled them commitment maximizing and cost reduction. Commitment
maximizing practices were associated with jobs that were broadly, rather than
narrowly, defined; that involved a high percentage of skilled workers; that
utilized self-managing teams; that had extensive training and development, and
that tended to pay higher wages. Cost reduction practices were associated with
narrowly defined jobs, a lower percentage of skilled workers, limited training,
and lower wages. These two categories of human resources practices were
linked to two forms of competitive strategy, which Arthur (1992) drew from
Porter’s model (1980) of competitive advantage. The commitment maximizing
practices were associated with firms pursuing a differentiation strategy of
seeking to differentiate themselves from other firms in an industry on the basis
of something other than cost. The cost reduction practices were associated with
firms pursuing a low cost strategy, which seeks to gain competitive advantage
by producing products at the lowest cost. Thus, this work in strategic human
resources management suggests:

Proposition 13. Organizations pursuing a low cost business strategy are
more likely to use a job-focused employment relationship with
employees, while those pursuing differentiation based on innovation
or quality are more likely to use an organization-focused employment
relationship with employees.

Organizational Structure

We address two features of structure: centralization and organizational size.
Centralization is the extent to which decisions are made by executives and
managers, whereas in decentralized organizations, comparable decisions are
delegated to those at lower levels of the organization. Three decades ago, Burns
and Stalker (1961) argued that centralization reduced the flexibility needed by
companies operating in more dynamic environments. More recently, Kanter
(1985) and Lawler (1986, 1992), among others, have argued that companies
must become more flexible by allowing wider participation in decision making.
Further, Davis-Blake and Uzzi (1993) found that organizations high in
“bureaucratization” had comparatively more of their work externalized. This
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suggests that highly centralized organizations use the job-focused approach
rather than the organization-focused approach. Therefore:

Proposition 14. Highly centralized organizations are more likely to use a
job-focused than an organization-focused employment relationship
with their employees, while highly decentralized organizations are
more likely to use an organization-focused than a job-focused
employment relationship with their employees.

A major structural variable that influences employment practices is the size
of the organization. Large firms can use internal labor markets that have career
Jadders, more promotional opportunities, and broader training (Baron, Davis-
Blake, & Bielby, 1986). Thus, large organizations may find it easier to employ
an organization-focused approach to the employee-organization relationship.
However, to gain some flexibility without disrupting the organization’s routine
practices, large organizations tend to use contractors more often than part-
time workers (Davis-Blake & Uzzi, 1993). For these reasons, we expect large
organizations to have both organization-focused and job-focused employment
relationships with employees:

Proposition 15. Larger organizations are more likely than smaller
organizations to use both an organization-focused and a job-focused
employment relationship with employees.

Tradition and Preferences

Certainly organizational choices about employee-organization preferences
are not solely (or perhaps even dominantly) influenced by environmental and
technological pressures. People do what they have always done, the way they
learned, and with which they now feel comfortable. Further, because human
resources systems involve people and their livelihoods, they involve moral
questions that would not be raised in working with other kinds of “resources.”
That is, we expect employers to attempt to develop employee-organization
relationships which they judge to be “good,” “sophisticated,” or “right”
irrespective of other demands. We discuss these issues as the effects of tradition
drawing on research in “corporate culture,” and the effects of preferences
building on studies of managerial values.

Culture with its basis in expectations, values, beliefs, and assumptions would
be expected to play a large part in choice of employee-organization relationship
(e.g., Deal & Kennedy, 1983; Denison, 1990; O’Reilly, 1989; Ouchi & Wilkins,
1985; Schein, 1985). For example, both O’Reilly (1989) and Schein (1985)
viewed culture as a form of social control. Denison (1990) proposed that certain
cultural traits and the strength of such traits could enhance the performance
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of an organization. Most of these cultural researchers assume a “unitary” model
of culture, and that organizations vary in terms of the strength (i.e., defined
as consensus, intensity, and consistency) of its cultural traits and values.
However, there is some dispute about whether or not organizations could be
seen as having “unitary” cultures (Gregory, 1983; Martin, 1992; Safford, 1988).
Martin (1992), especially, has argued for a multiple perspective approach to
analyzing culture, and she proposed three perspectives: integration,
differentiation, and fragmentation. She, however, acknowledged that at any
point in time, one perspective may be more descriptive of an organization’s
culture than the other two perspectives.

We propose that the form of employee-organization relationship will vary
depending on the prevalent culture of the firm or department. For example,
if an organization is best described by the integration perspective, there is a
high degree of consensus and intensity regarding the basic values, beliefs, and
assumptions that govern behavior and decisions in the organization.
Homogeneity describes both observable behavior and underlying assumptions
and values. In terms of the relationship between the employee and employer,
it could be either job-focused or organization-focused, depending on the
specific values or beliefs being shared by members in that culture. According
to the differentiation perspective, the organization is comprised of multiple
subcultures with the beliefs and values differing across subcultures, but
consensus within each subculture. The implication for the employment
relationship is that it may differ in different subcultures. Finally, the fragmented
culture is characterized by fluidity and ambiguity regarding the beliefs and
values, and there is vastly different understanding of acceptable behaviors.
Consequen_tly, ambiguity surrounds the employment relationship as well. Even
employees in the same work group or doing the same job may not understand
or agree what are the expected job behaviors, and what are the rewards that
they can expect in return. These analyses are consistent with a functional view
of culture (ie., culture influences managerial choices and practices and,
consequently, employee behavior and attitudes [Deal & Kennedy, 1983;
O’Reilly, 1989; Schein, 1985]). Therefore, it is proposed that:

Proposition 16. Organizations with an integrative culture are more likely
to aqopt either a job-focused or an organization-focused employment
re:latlonship with employees, while organizations with either a
differentiated or a fragmented culture are more likely to adopt a

mixture of both a job-focused and an organization-focused
employment relationship with employees.

We expect that the substantive valu
shoulq be reflected in different
organizational relationship. O’Reill

es of different organizational cultures
preferences for the types of employee-
Yy, Chatman, and Caldwell (1991) identified
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seven factors in their analysis of the culture of accounting firms. We suggest
that three of these (i.e., innovation, respect for people, and team orientation)
provide a good description of an organization-focused relationship. For
example, they found that the value of “rule oriented,” which would be necessary
for the narrower focus of the job-focused relationship, loaded negatively on
the factor of innovation. Thus, we expect:

Proposition 17. Organizations emphasizing the cultural values of
innovation, respect for people, and team orientation are more likely
to use an organization-focused employment relationship with
employees than organizations that do not emphasize these values.

Those in a position to establish employee-organizational relationships often
take a strong personal interest in establishing procedures and practices in which
they believe. The popular literature on entrepreneurs is rife with statements
by executives about the kinds of employee-organization relationship they
sought to establish. While the debate continues on whether leaders can create
and sustain culture (Martin, Sitkin, & Boehm, 1985; Schein, 1985), most
managers believe they have some choice in this matter and do attempt to exert
control based on their own preferences.

) Executives’ preferences and values, therefore, may play a role in establishing
different employment approaches. However, there is difficulty in directly
Mmeasuring executives’ values. They have to be inferred from personal
characteristics or actual actions. Hambrick and Mason (1984) offered a
solution to this problem by introducing an “upper echelons perspective” which
States that “organizational outcomes—strategic choice and performance
levels—are partially predicted by managerial background characteristics.” (p-
193). They considered background variables such as age, education, functional
tr_ack, socioeconomic roots, and other characteristics to be indicators of
different perspectives and values. Therefore, drawing on their work, we suggest
that valyes regarding preferred employee-organization relationships may be
gleaned from the functional background of the organization’s executives.
According to recent research (e.g., Frank, Gilovich, & Regan, 1993),
Individuals with training in economics tend to behave in more self—ir}terested
Ways, and are less likely to cooperate than individuals trained in other
disciplines. Individuals with training in economics learn that people are self-
'nterested and opportunistic, and this assumption influences how these
individuals interact with others. Along the same line, Guth and Tagiuri (1965)
observed that executives with economically oriented personal values tended
to emphasize profitability, while executives whose primary pefsonal Yalues
Were social in nature tended to emphasize “truth and honesty” in relation to
Suppliers, dealers, and employees. Thus, we propose that executives trained

N economics or coming from occupations dominated by economic training,
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such as finance, will prefer the job-focused relationship in ensuring employee
contribution. This form of relationship seems more comfortably c!osgr to a
market orientation, and leaves the organization less subject to exploitation by

opportunistic employees. Based on the above analyses, we offer the following
proposition:

Proposition 18. Organizations run by executives from economics or
finance functions are more likely to use a job-focused employee-
organization relationship with their employees than organizations run
by executives from other functions or disciplines.

Further, it seems that executives with homogeneous backgrounds are likflrly
to gravitate to one particular type of employee-organizational relationsl"llp-
Demographic homogeneity is associated with group cohesiveness (O’Reilly,
Caldwell & Barnett, 1989) and similarity in perspectives (Wiersema & Bantel,
1992). Cohesiveness and similarity in perspectives are associated with consensus
(Janis, 1972). Therefore, greater homogeneity among executives in terms of
background should lead to greater homogeneity in the preference of employee-
organization relationship within the organization. Therefore:

Proposition 19. Organizations with

backgrounds are more likely to adopt one type of employee-
organization relationship, while organizations with executive; of
heterogeneous backgrounds are more likely to adopt both the job-

focused and the organization-focused employment relationship with
employees.

executives of homogeneous

Labor Unions

Traditionally,
the assignment o
has led to the de

unions are interested in restricting management discretion in
f duties and in hiring or firing decisions (Jacoby, 1985). This
velopment of explicit rules, clear delineation of job duties and
responsibilities, and the seniority rule for layoffs. Though management reserves
the right to vary the size of its work force as it wishes (Osterman, 1988), such
rules also restrict flexibility in the deployment of its workers. Thus, traditior_lal
unionism leads to the development of a job-focused employment relationship.
Recently, however, unions have begun to expand their roles beyond the
bargaining of Wwages and working conditions and are involved in issues of work
design and employee participation in management decisions (Lawler & Ozley,
1979). Quality of work life programs often are products of union-management
cooperation. In these efforts, the union commits to assist management in
enhanci_ng organizational performance by agreeing to expanded job
responsibilities by employees. In return, management provides employees with
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Oppo'rtunity to participate in decision making and some degree of employment
security. That is, labor unions have sought to negotiate greater organizational
obhgati‘ons to provide security in exchange for a lessening of employee
protection through inflexible rules. Conversely, in organizations with hostile
labor-management relations, the employer would be unwilling to trust
employees sufficiently to implement the organization-focused relationship.
Therefore, it seems that the influence of unions on employment practices is
not sO much its presence or absence, but whether the relationship between the
two is collaborative or hostile. Hence, we develop the following proposition.

Proposition 20. Organizations where union and management have
successfully collaborated are more likely to have an organization-
focused employment relationship with employees in the unionized jobs
than organizations where union-management relationship is wholly

adversarial.
Job Characteristics

WF propose that certain job characteristics can influence the control and
mo“}toriﬂg of employees, and these in turn influence the nature of employment
_““flatlonships with employees. These job characteristics are the technical,
Informational, and skill complexity of the job, the degree to which performance
1S measurable, and the amount of real-time interpersonal interaction required.
Flnal‘ly, the criticality of the job for strategy implementation is considered.

A.Job can have degrees of technical, informational, and skill complexity.
Davis-Blake and Uzzi (1993) found a high level of technical and informational
complexity in the job to be negatively associated with the use of temporary
Workers. This is because performance in informationally complex jobs is
d}fﬁcult to monitor or to observe, and so the incumbents must be given the
discretion to do their jobs (Baron et al., 1986). As noted above, we expect that
Organizations will have to substitute employee-commitment controls when they
are prevented from using formal external controls. Further, employees working
In complex jobs need to have both high skill levels and multiple types of skills.
That is, these employees are relatively more valuable to the organization, and
S0 the organization would be more willing to offer to such employees more
In the way of future obligations. Thus, this proposition is offered:

Propasition 21. Organizations are more likely to usc an organization-
focused than a job-focused employment relationship for jobs high in

technical, informational, and skill complexity.

ex skill requirements, but their

There might be jobs with relatively compl
d. For example, research and

0 .
Utputs may be easily assessed or measure
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publication involve both creative and technicgl skills, and yet the perforn'lanct;
of professors can be assessed relatively easily by evaluating the quality ;)e
published articles and books. Also, the success of software programs can ;
assessed relatively easily by their reliability in performancr_: and sales,' and ye
the skills involved in developing them are far from belpg mmp]e._Audltors arft:
another example of jobs involving complex informational requirements, bltl
their outputs in terms of completed audits that meet regulatory requirements
are fairly straightforward. For these reasons, we treat the.meafsurablhty or
assessability of performance as a factor separate from technical, information,
or skill complexity. We posit that for jobs with highly measurabl? or a_ssessab!e
outputs, the organization will use a job-focused relationship Wlt.h t'hen"
incumbents. Conversely, for jobs with low assessability, the organlzatlfm'
focused employment relationship is likely to be adopted. This articulation
parallels that of Ouchi and Johnson (1978) who suggested that pell'formance
in highly specialized jobs (i.¢., those found in Type A organizations) is asse§sed
using hard measures.of output; however, performance in less specialized jobs

(ie., those found in Type B organizations) relies on behvajoral controls rather
than on hard measures.

Proposition 22. Organizations are more likely to use a job-_focu§ed
employee-organization employment relationship for jobs with high

performance assessability, and an organization-focused relationship
for jobs with low performance assessability.

Jobs also vary in the degree of interdependence between the target job and
others in terms of work flow, and the need for real-time interpersonal
communication (Thompson, 1967; Van de Ven, Delbecq, & Koening, 1976).
Thompson’s (1967) reciprocally interdependent workers must continually share
information in order to perform effectively (i.e., his example was a surg"fal
team). Another example is the aerospace design team described by Galbraith
(1973). These design teams may work independently much of the time, }?ut
need frequent communication as they proceed because each team’s design
decisions affect the other teams’ activities, Success in performance is facilit’c‘:ted
by knowledge of other individuals and other jobs. Such knowledge takes time
to develop, and a longer-term employment relationship is important for
retention of such knowledge and experience. Therefore, interpersonal

interactions in interdependent jobs influence the form of employment
relationship with employees.

Proposition 23. Organizations are more likely to use an organization-
focused than a Jjob-focused employment relationship with employees

in jobs that involve a high degree of real-time interpersonal
interactions with other jobs,
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_ Finally, there has been a great deal of attention directed toward the
importance of knowing and enhancing organizational “core competencies” in
the strategic management literature (Barney, 1991). Such core competencies
would be represented through an organization’s “core” jobs (i.e., jobs that are
critical to the organization’s success in implementing its business strategy)
(Atchison, 1991). We expect that the organization will encourage a high level
of organizational commitment from the incumbents of these jobs. Therefore,
organizations would want to manage their greater dependency on these jobs
by using an organization-focused employee-organization relationship.

Proposition 24, Organizations are more likely to use an organization-
focused employment relationship with employees in core jobs that are
critical to the organization’s strategy implementation than in jobs that
are more peripheral and less important.

CONCLUSION

A wide variety of different economic, legal, market, structural, technological,
social, and individual factors that may affect an employer’s choice of forms of
employee-organization relationship have been proposed. These propositions are
summarized in Table 2. While some of these propositions are more intuitive than
others, we have purposely suggested some that may be more debatable or
controversial. Further, variables at different levels of analysis are offered. Any
attempt to link causes at multiple levels of analyses with such a complex
dependent variable is subject to over generalization. Nevertheless, we believe that
the alternative (i.e., treating the nature of the employee-organization relationship
as if it existed outside of context, subject only to the decision of one or a few
€xecutives) is even more misleading. The employee-organization relationship is
Important to organizations and employees. It is fraught with symbolism, and
18 constrained by forces beyond the control of human resources professionals.
. .The propositions are intended to shed light on the paradox we introduced
Initially; that organizations seem to be simultaneously depending more on their
employees and asking more from them while offering less in return.
Organizations face a wide variety of pressures pushing them simultaneously
tf)\'.'ard both job-focused and organization-focused approaches, a situation
Similar to that portrayed in Figure 1C. However, can these two approaches
be “blended,” or are they inherently mutually contradictory? Blau (1986)
suggested that while economic and social exchange relationships are different,
they are stable in and of themselves. This implies that a “plend” would be
Unstable and may create confusion for participants. Do employees perceive
conflicting messages when both forms of employment relationship are used
concurrently in an organization, or is this strictly an academic perspective?
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Table 2. A List of Propositions on Factors Influencing the Choice of Employee-

Organization Relationship

Government Regulation
Proposition 1:

Proposition 2:

Institutional Legitimacy
Proposition 3:

Proposition 4:

Proposition 5:

Economic Development
Proposition 6;

Factors Qutside the Organization

The employer is more likely to use an organization-focused employment
relationship with employees in jobs with legal protection of job security,
and a job-focused relationship with employees in jobs without legal job
security protection.

Governmental organizations and organizations highly dependent on
them are more likely to use an organization-focused rather than a job-
focused employment relationship with employees.

Organizations in the same industry are more likely to have relatively sim-
ilar employee-organization relationships with employees than organiza-
tions in different industries.

Organizations seeking recognition as model employers are more likely
to adopt an organization-focused than a job-focused employee-
organization relationship with employees.

Organizations in the same network are more likely to adopt a similar
form of employee-organization relationship than organizations in differ-
ent networks.

Organizations in more economically developed societies are more likely
to have an organization-focused relationship with their employees than
organizations in less developed societies.

Nature of the Labor Force

Proposition 7:

Proposition 8:

Proposition 9:

Organizations are more likely to use a job-focused employment relation-
ship with employees in jobs with an abundant labor supply, while for
jobs with a tight labor supply, they are more likely to use an
organization-focused employment relationship.

Organizations are more likely to have a job-focused employment rela-
tionship with women and minorities than with white men in comparable
positions.

Organizations are more likely to use an organization-focused employ-
ment relationship with employees with greater than with less education.

Environment and Technology

Proposition 10:

Proposition 11:

Proposition 12;

Organizations with predictable wide fluctuations in demand for products
are more likely to use a job-focused than an organization-focused
employment relationship with employees.

The greater the uncertainty in the demand for an organization’s products
and services, the more likely they are to use an organization-focused
employment relationship with employees.

Organizations are more likely to use an organization-focused employ-
ment relationship with employees when their environments are charac-
terized by a high degree of technological uncertainty, complexity, and
rate of change.

(continued)
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Table 2. (Continued)

Business Strategy

Proposition 13:

Organizational Structure
Proposition 14:

Proposition 15:

Factors Internal to the Organization

Organizations pursuing a low cost business strategy are more likely to
use a job-focused employment relationship with employees, while those
pursuing differentiation based on innovation or quality are more likely to
use an organization-focused employment relationship with employees.

Highly centralized organizations are more likely to use a job-focused
than an organization-focused employment relationship with their
employees, while highly decentralized organizations are more likely to
use an organization-focused than a job-focused employment relation-
ship with their employees.

Larger organizations are more likely than smaller organizations to use
both an organization-focused and a job-focused employment relation-
ship with employees.

Tradition and Preferences

Proposition 16:

Proposition 17:

Proposition 18:

Proposition 19:

Labor Unions
Proposition 20:

Job Characteristics
Proposition 21:

Organizations with an integrative culture are more likely to adopt either
a job-focused or an organization-focused employment relationship with
employees, while organizations with either a differentiated or a frag-
mented culture are more likely to adopt a mixture of both a job-focused
and an organization-focused employment relationship with employees.
Organizations emphasizing the cultural values of innovation, respect for
people, and team orientation are more likely to use an organization-
focused employment relationship with employees than organizations
that do not emphasize these values.

Organizations run by executives from economics or finance functions
are more likely to use a job-focused employee-organization relationship
than organizations run by executives from other functions or disciplines.
Organizations with executives of homogeneous backgrounds are more
likely to adopt one type of employee-organization relationship, while
organizations with executives of heterogeneous backgrounds are more
likely to adopt both the job-focused and the organization-focused
employment relationship with employees.

Organizations where union and management have successfully collabo-
rated are more likely to have an organization-focused employment rela-
tionship with employees in the unionized jobs than organizations where
union-management relationship is wholly adversarial.

Organizations are more likely to use an organization-focused than a job-
focused employment relationship for jobs high in technical, informa-
tional, and skill complexity.

(continued)
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Table 2. (Continued)

Proposition 22: Organizations are more likely to use a job-focused employee-
organization employment relationship for jobs with high performance
assessability, and an organization-focused relationship for jobs with low
performance assessability.

Proposition 23: Organizations are more likely to use an organization-focused than a job-
focused employment relationship with employees in jobs that involve a
high degree of real-time interpersonal interactions with other jobs.

Proposition 24: Organizations are more likely to use an organization-focused employ-
ment relationship with employees in core jobs that are critical to the
organization's strategy implementation than in jobs that are more peri-
pheral and less important,

Further, within one organization, different jobs may be more suitable to one
.approach than another, and organizations may face strong censure for the
internal inequity produced if they responded solely to market pressures. Pearce
(1993) found several psychological and management strains when employees
and contract workers worked together on engineering projects. Would
resentment develop among coworkers working side by side, with some under
the orga_mzation—focused and others under the job-focused approaches? What
are the Implications of the competitive pressure for greater flexibility than
before in both employment/termination and deployment on the human
resources professionals’ attempts to maintain internal fajrness in organizations?

Finally, we have not dealt with the issue of the relative importance of each
f)f the factors influencing the choice of the employment relationship. Even if
It were subsequently demonstrated that many or most of these propositions
Were supported by appropriate empirical data, all of the ten categories of factors
embedded in the propositions cannot be equally powerful in their effects. At
this stage of our knowledge, it is not possible to rank order the factors in terms
of the strength of their influence in determining organizations’ choice of type
_Of employee-organization relationships. However, we expect that certain
Internal and external factors are relatively more important than others in their
t_:ffec?s. Based on the assumption that organizations exhibit a fair degree of
inertia and that their cultures do not ordinarily change rapidly, we would
predict that the factor of traditions/ preferences would have the strongest effect
Of. all. That is, once established, cultures and the traditional way of doing things
will dominate in the determination of the employee-organizational
relgtlc.mships, as postulated in Propositions 16 and 17, Also clearly strong in
l’hEIF Impacts should be two external factors, nature of the labor force and
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for all organizations because of the necessity of coping effectively with
environmental forces such as demand for the product (Proposition 10) and
degree of technological uncertainty, complexity, or rate of change (Proposition
12) that cannot be ignored nor, typically, directly controlled. To summarize,
we believe that all of the factors we have identified in our 24 propositions have
some degree of influence on how organizations choose to relate to their
employees, but that the pervasiveness and extent of influence will vary across
the ten factors. A future research agenda priority would be to attempt to
calibrate the relative importance of these various factors.
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