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Abstract
It has been widely observed that economic activities are increasingly dependent on
intangible, knowledge-based resources (Hayek, 1945; Drucker, 1966; Bell, 1973;
Brinkley, 2006). One result of the move to a knowledge economy is that traditional
notions of work and human resources have broken down and organizations have adopted
new methods of sourcing knowledge. This thesis addresses the question of how
organizations can optimally determine their requirements for knowledge from within and
outside their boundaries. The objective of the thesis is to develop a theory of
organizational knowledge supply and to test the theory in explaining and predicting the
effectiveness of an organization's knowledge sourcing strategies. The research question
driving this thesis therefore is: "Can knowledge-based theory of the firm explain the
relationship between organizations' mix of internal and external human resources and
organizational effectiveness?"
The aim of this thesis is to contribute to human resources and organizational theory
through its theoretical model and empirical evidence of the relationship between
knowledge sourcing and organizational effectiveness. The thesis also aims to contribute
to practice by informing organizations about the effectiveness of different human
sourcing practices.
Knowledge-based theory of the firm and contingency theory were used to develop an
initial theoretical model of fit and effectiveness. To extend existing theoretical models,
and to support the case study, the initial theoretical model was refined so that it not only
included fit and effectiveness (as in past research), but it also posited a model of the
intervening process by which fit leads to effectiveness.

To test the posited theoretical model, a comparative case study was commenced in mid2004, in two 4.5 star inner city hotels in Australia, each a member of a different hotel
group. Qualitative and quantitative research methods were used, with semi-structured

interviews and questionnaires as the key data collection methods. The main data
collection process was completed in April 2005.
The findings from the study generally support the theoretical model. The case study
however also revealed that much of the effect of the fit of human capital on
organizational effectiveness was constrained and enabled by two other organizational
resources (hotel systems and processes, and the hotel brand standard). This finding
suggests that existing theoretical models that suggest an independent effect of human
capital fit on performance may be incomplete.
In summary the thesis research question was answered with a conditional affirmative. In
other words, knowledge-based theory can explain the relationship between organizations'
mix of internal and external human resources and organizational effectiveness, but
existing knowledgehuman capital-based models of this relationship can be extended and
thus improved in two ways:
1) By positing a model of the intervening process by which human capital fit leads to

organizational effectiveness.
2) By positing a model of the degree to which the effect of human capital fit on
organizational effectiveness depends on other organizational resources.

Chapter 1
Introduction and Overview
1.1 Outline
This chapter overviews the main elements of the research and describes the structure of
the thesis. As such, the following sections briefly outline the background to the research,
the issues surrounding the concept of knowledge as an economic resource, the research
question, research model and propositions, the research methodology, the research
findings and the conclusions and implications derived from the findings. These sections
are followed by a brief description of the structure of this document.
1.2 Knowledge as an Economic Resource
The shift to a post-industrial knowledge-based economy has been extensively researched
and chronicled (Hayek, 1945; Drucker, 1968; Bell, 1973; Reich, 1993; Mokyr, 2004) but
the implications of this shift in the locus of economic power are only beginning to be
understood. Given the centrality of the firm to economic activities, a knowledge-based
theory of the firm is essential as a foundation for developing management theories and
strategies to cope with the demands of the new economy. Likewise, given the strategic
importance of knowledge, firms need a knowledge-based approach to recruiting,
selecting and deploying their human resources for maximum organizational effectiveness

(OE).
The following sections overview the key factors that have influenced the development of
a knowledge-based economy, how differences in epistemological perspectives have
constrained approaches to dealing with knowledge as an economic and strategic resource,
the evolution of a knowledge-based theory of the firm, and the shift from labour supply to
knowledge supply. Perspectives on these issues, from the relevant literatures including
the relative importance of knowledge as compared to other economic change factors are
reviewed in more detail in Chapter 2.

1.2.1 Growth of Knowledge, Information, and other Intangibles as Economic
Resources
Over approximately the past half century there has been a growing interest in knowledge
as an economic and strategic resource. The increasingly important role attached to
knowledge has been accompanied by two other major economic trends: a shift from
production of physical goods to production of intangible goods and services and the
commercialization and rapid adoption of information and communications technologies
(IT) (Machlup, 1962; Zuboff, 1988; Mokyr 2004). Research into the nature and
underlying causes of these three parallel trends and their interrelationships indicates that
the growth and widespread adoption of IT has caused a shift in economic focus towards
production of intangible goods and services, involving significant increases in the levels
of knowledge and changes in the types of knowledge required by firms (Drucker, 1968;
Porat, 1977; Reich, 1993).
1.2.2 Differences in Epistemological Perspectives

The close association between IT, knowledge and intangibles has unfortunately blurred
the already fuzzy boundaries between knowledge in people and symbolic representations
of human knowledge. Conceptual and definitional problems relating to knowledge and its
relationship to other intangible intellectual resources can be seen to have been a major
contributor to the confusion and debate surrounding knowledge management (Gourlay,
2000; Schulze and Stabell, 2004) and to have led to problematic classifications of
occupations and industries based on their perceived knowledge characteristics (Rose,
2004; Thompson et al, 2004; Sousa and Hendricks, 2006). In short the major obstacles to
progress with understanding and addressing the economic and strategic implications of
knowledge appear to be fundamentally epistemological in origin.
Differences in epistemological perspectives affecting theorists and practitioners have not
been limited to the broad distinctions between knowledge in people and symbolic
representations of human knowledge. An examination of five popular epistemological
perspectives (cognitivist, connectionist, autopoietic, situated cognitivist and those based
on evolutionary psychology) reveals major conceptual differences, which when framed at

an organizational level imply major divergences of views between organizational
members on fundamental issues such as the role of the organization and its environmental
positioning, what knowledge is within the organization and how it can be developed, and
what constitutes organizational truth or beliefs and who is responsible for determining
such crucial issues (Venzin et al, 1998).

1.2.3 Knowledge and Theories of the Firm
The increase in the economic and strategic value of knowledge is having a major impact
on the organisation of economic activities, thus the role of the firm and the market. In
order to understand how our appreciation of the role of knowledge in the firm has
evolved and changed it is instructive to examine current theories of the fm and how they
in turn have influenced the emergence of knowledge-based theory of the firm.
Leading modem theories of the firm include transaction cost economics (TCE), property
rights theory (PRT), agency theory (AT) and the resource-based view (RBV) (Holmstrom
and Roberts, 1998; Phelan and Lewin, 2000; Foss and Klein, 2005). Collectively these
theories have challenged older neoclassical and industrial organization (10) models and
have contributed to the growth of the still emerging knowledge-based theory of the fm
(KBT) (Phelan and Lewin, 2000).
Each of the above theories represented a unique and to some extent complementary
perspective on the nature of the firm. Over the past two decades theorists have drawn on
these prior theories of the firm and in particular the RBV to identify the firm as
essentially an acquirer, integrator and producer of knowledge (Nelson and Winter, 1982;
Grant, 1996(a); Kogut and Zander, 1996; Spender, 1996; Wright et al, 200 1;Tsang,
2002). Given the fundamentally different nature of knowledge to other factors of
production economic transactions, relationships and resources while still vitally important
need to be viewed from a knowledge perspective. KBT thus becomes essential to explain
major issues such as the nature and purpose of the firm, firm structure and strategy and
the relationship, as explored in this thesis, between firms' mix of internal and external
human resources and organizational effectiveness.

Following Sutton and Staw, (1995) it could be said that KBT is presently more of a view
than a theory, since KBT is still to some extent being defined; also there is no single
model that instantiates KBT and numerous reference disciplines are used by KBT. The
definition of KBT as a theory however follows Weick, who refers to theory development
as a process typically involving ". ..interim struggles in which people intentionally inch
towards stronger theories" (Weick, 1995, p385).
While KBT related literature tends to focus on the nature or purpose of firms' activities
(Kogut and Zander, 1996) it is clearly important as well to understand the effectiveness
of firms' activities. Organizational effectiveness refers to the extent to which an
organization achieves its objectives, typically referred to as how well it 'performs'.
Consistent with Donaldson (2001) the term organizational effectiveness as used in this
thesis is synonymous with organizational performance and the terms are used
interchangeably throughout this document.
1.2.4 From Labour Supply to Knowledge Supply
Despite research designed to improve our understanding of the influence of knowledge
on firm structures and work organization (Reich, 1991;Nonaka, 1994; Blackler, 1995)
development of knowledge-based perspectives on firms' sourcing of human knowledge
has been limited. Theories of labour-market segmentation for example have largely
continued to focus on traditional factors such as gender, industry, and occupation, rather
than knowledge (Meulders et al, 1994). The industrial relations literature still treats
traditional employment contracts as the norm despite major changes in work
arrangements influenced by firms' changing perceptions of the value of workers'
knowledge (Albert and Bradley, 1997). At the firm level, there are few knowledge-based
theories regarding optimal incentives for knowledge suppliers (Jensen and Meckling,
1995; Cohany, 1996; Burton-Jones, 1999; Osterloh and Frey, 2000), and knowledgebased perspectives on organizational structure have been slow to emerge (Cohen and
Levinthal, 1990; Kogut and Zander, 1996; Birkinshaw et al, 2002; Storey et al, 2002).
The centrality of knowledge to human resources practices has also only recently come to

the fore in the strategic HR management literature (Lepak and Snell, 1999; O'Leary et al,

Firms must obtain the human knowledge they need from within the firm or from the
market. Current theories however cannot adequately explain or predict the optimal
method or form of knowledge supply. Lepak and Snell(1999, p.32) recommend that:

"From the point of view of strategic human resource management ( H R V ,
researchers need to investigate how various combinations of employment modes
(i.e., internalisation and externalisation) lead to competitive advantage. "
To address this gap in the literature a knowledge-based model is required which can
explain and predict the optimal method or form of human capitalknowledge supply.
Such a model should explain how firms' acquisition and use of human resources
influences OE. The aim of this thesis simply stated is to provide such a model and test it.
A detailed discussion of this gap in the literature is contained in Chapter 2.

1.3 Research Question, Research Model and Propositions

A number of major unresolved issues associated with knowledge supply and
organizational effectiveness noted above are addressed in this thesis using knowledgebased theory of the firm. In this section the research question is presented, followed by a
summary of its scope and main assumptions. The justification for the proposed research
model is then briefly presented, followed by an analysis of each of the three key
propositions in the model.
1.3.1 Research Question
Flowing from the preceding discussion the research question is:

Can knowledge-based theory of thejrm be used to explain the relationship between
organizations' mix of internal and external human resources and organizational
eflectiveness?

Certain assumptions are implicit in the research question; the question also places bounds
on the scope of the research. The scope and assumptions are briefly described below:
(1) Scope
We know a priori that KBT cannot completely account for the relationship between
organizations' mix of human resources and organizational effectiveness, because other
factors affect organizational effectiveness, some of which interrelate with knowledgel
human capital. Nevertheless it is evident from the literature cited in 1.2 above that,
although a knowledge-based perspective is not sufficient, it certainly is necessary to
explain organizations' mix of human resources and OE, because as has been shown, the
value of human resources to firms depends increasingly on those resources' knowledge
attributes.
The research question is focused on explanation rather than understanding or
emancipation (Orlikowski and Baroudi, 1991). A focus on 'understanding' would have
suggested an interpretative study. A focus on 'emancipation' would have suggested a
critical research study or action research study. While both these approaches could be
worthwhile this thesis adopts an explanatory focus. (For a more detailed discussion of the
choice of research approach, see Chapter 2).
(2) Assumptions

The theory has to adopt a particular focus regarding knowledge and in order to keep the
scope manageable the chosen focus is knowledge as embodied in and used by human
beings. The role of knowledge relative to other tangible and intangible resources in its
influence on organizational effectiveness is however also examined, including an
assessment of the interdependencies between human knowledge, organizational brands
and organizational systems and processes.
A broad definition of organization is adopted. For the purpose of this thesis an

organization may be any number of people intentionally organized to accomplish an
overall, common goal or set of goals such as units of an enterprise or a whole enterprise

such as a company. This definition includes both "for profit' and "not for profit'
organizations. As noted above the terms 'organizational effectiveness' and
'organizational performance' are used interchangeably throughout this document.
Consistent with the knowledge-based perspective adopted in this thesis individuals
working for firms as permanent, temporary, or part time employees, as contractors or in
other ways are all referred to as "knowledge suppliers".
1.3.2 Research Model

To address the research question a model is proposed based on knowledge-based theory
of the fm to explain how explain how firms' acquisition and use of human resources
influences organizational effectiveness (see Figure 1. I).
Stage 1
Obtaining
Fit

+

Fit

-

Knowledge of
knowledge
demand
+

Availability of
required
knowledge

Stage 3

Stage 2

,

Obtaining
Maximum Value
from Fit

Individuals'
willingness to
contribute their
knowledge

-

Fit of knowledge

Business
performance

contracts and

Knowledge of
knowledge supply
processes

+

Knowledge supply
flexibility

Organizational
Effectiveness

+

Organizations' ability
to appropriate
individuals'
knowledge

Figure 1.1: Theoretical model

1.3.2.1 Justification for the Research Model

Two aspects of the model are outlined below: (1) how the model uses knowledge-based
theory of the firm and (2) the choice of variables in the model. Several propositions
flowing from the model are also outlined:

(1) How the model uses knowledge- based theory of the firm
KBT is used to determine: (a) what factors influence an organization's ability to obtain
the mix of human resources it needs to accomplish its objectives and (b) what factors
influence an organization's ability to achieve its objectives given its particular mix of
human resources.
In relation to (a) above the KBT literature is drawn upon that discusses the importance of
knowledge congruence (Grant, 1996a) and the factors that influence an organizations
ability to achieve it. In relation to (b) the KBT and associated RBV literature is drawn
upon that discuss how organizations need to generate and appropriate rents to achieve
effectiveness (Grant, 1996a, 2002; Spender, 1996; Coff 1999).
(2) Choice of Variables in the Model
This is explained in 4 steps:
(I) Factors injluencingJit
Four factors were selected that build on previous research into the importance of
knowledge congruence (Grant, 1996a) and strategic flexibility (Atkinson, 1984; Sanchez,
1995; Volberda, 1998) to achieve fit.
Achieving knowledge congruence in a firm at a point in time depends on the constraints
the organization faces at that point in time. The model incorporates three factors that
reflect such constraints:

- knowledge of knowledge demand (i.e., knowing what knowledge the organization
needs)

- knowledge availability (i.e., what knowledge exists in the market)
- knowledge of knowledge supply (i.e., knowing how the organization can obtain the

knowledge it needs).

Maintaining congruence over time requires an additional construct:
- knowledge supply flexibility (i.e., the ability of the organization to adapt its knowledge
supply practices to new demands and the ability of the organization's knowledge
suppliers to adapt to new demands).

(2) Fit
The research model uses a 'fit' perspective. The notion of fit or alignment is based on
contingency theory and is consistent with current perspectives on knowledge
management (Birkinshaw et al. 2002) and strategic human resource management (Wright
and Snell, 1998). Contingency theory also complements current knowledge management
practices that emphasize the reduction of knowledge-gaps to improve organizational
effectiveness (Zack, 1999). In the proposed model fit consists of three dimensions:

- fit of suppliers' knowledge characteristics with knowledge required
- fit of contracts to suppliers' knowledge characteristics
- fit of HR practices with contracts optimally matching suppliers' knowledge
characteristics.
Two weaknesses in fit models addressed in the research model are:
(a) Fit as a static concept: Organizations may change unpredictably thus it is essential

that fit incorporates the capability to manage change (Wright and Snell, 1998; Wright,
Dunford and Snell2001).
(b) Overly rational approaches to optimisingfit: Fit models are often based on implicit

assumptions of perfect rationality 1 presence of perfect information about the future
whereas organizational decision-making typically reflects bounded rationality (Simon,
1976) and uncertainty (Nelson and Winter, 1982; Spender, 1989).

In this study these two weaknesses were addressed by including organizational flexibility
as a key antecedent to fit (Teece et al, 1994; Teece and Pisano, 1998; Volberda, 1998;
Teece, 2000).

(3). Maximizing ValueJi.omFit

To account for the effect of fit on organizational effectiveness the model posits an
intervening process involving two elements :
-individuals' willingness to contribute their knowledge
-organizations' ability to appropriate the benefits of individuals' knowledge.
The importance of individuals' willingness to contribute to organizational effectiveness
through applying and sharing their knowledge stems from the notion that individuals are
the key holders to the firm's knowledge assets. Since much human knowledge is also
tacit, individuals have considerable discretion over its use (Blackler, 1995).
The embodied and often tacit nature of suppliers' knowledge makes it difficult for
organizations' to appropriate the benefits from its use (Quinn, 1992; Grant, 1996a;
Liebeskind, 1996; Spender, 1996; Nahapiet and Goshal, 1998). Organizations' ability to
appropriate such benefits depends in part on work contracts that give them a degree of
control over knowledge use, (Alchian and Demsetz, 1973) and policies and procedures
designed to assist them to appropriate the rents from such use (Coff, 2003).
(4) Organizational Egectiveness

Factors cited in the literature as relevant and used to measure organizational effectiveness
(OE) included achievement of key performance objectives (KPOs), such as, for example,
hotel profitability and hotel guest satisfaction. In this thesis causal mapping was used as a
technique to identify how human knowledge influenced organizational effectiveness,
(Eden et al, 1992; Clarkson and Hodgkinson, 2005). The measures of organizational
effectiveness used by each hotel are described in Chapters 4 and 5 and further details are
provided in Appendix B (Section B5).
1.3.2.2 Research Propositions

Based on the research model in Figure 1 three primary propositions were investigated:

Proposition 1: Knowledge of knowledge demand, knowledge availability, knowledge of
knowledge supply processes and knowledge supply flexibility will positively influence
fit.

Proposition 2: Knowledge supply fit, knowledge - contract fit and HR practice contract fit will positively influence the willingness of suppliers to contribute their
knowledge and organizations' ability to appropriate the benefits of their knowledge.

Proposition 3: Suppliers' willingness to contribute their knowledge and organizations'
ability to appropriate the benefits of the suppliers' knowledge will positively influence
organizations' effectiveness.

1.4 Methodology
The theory developed in this thesis has been empirically tested using a comparative case
study methodology. Since this was the first examination of the theoretical model the
nature of the test was essentially exploratory thus a case study approach was deemed
appropriate.

1.4.1 Rationale for Case Study
The case study methodology was chosen for two reasons:
(1) The constructs in the theoretical model were relatively new and understudied in this
context therefore a combination of qualitative and quantitative methods was judged to be
necessary and a case study approach offered an opportunity to combine these methods
(Eisenhardt, 1989; Brown, 1997; Zikmund, 2000).
(2) The relationships in the theoretical model are causal and a case study approach
allowed rich data to be collected to confirm that the causal relationships existed. Such
confirmation has been called for by researchers who have previously studied the benefits
to organizations of fit and flexibility of human resources (Wright, Dunford and Snell,
200 1;Lepak and Snell2002.)

A weakness of case studies is that they can have a limited generalisability. This is not to
say that single case studies cannot be generalizable (see Brown, 1997; Martin et al. 1998;
Majchrzak et al, 2000). Even so multiple case studies are often preferred, because they
give us ". .. confidence that our emerging theory is generic because we have seen it work
out - and not work out - in predictable ways", (Miles and Huberman, 1994, p29). Miles
and Huberman describe this as a replication strategy.

1.4.2 Choice of Organizations to Study
To conduct the comparative case study two hotels were chosen. Each hotel had a 4.5 star
industry rating and was located in an inner city location in Brisbane, Australia. Choice of
hotels rather than another industry was based on two main factors. First the standardised
nature of hotel operations enabled relevant comparisons to be made between each hotel in
terms of the constructs in the model thus aiding external validity. Second the choice of
hotels offered a revelatory opportunity (per Yin, 2003) to show that KBT is not limited to
industries and organizations typically characterised as 'white collar', 'knowledgeintensive' or employing 'knowledge-workers' (see Chapter 2). Each hotel was a member
of a different hotel group. The main reason for choosing hotels from different hotel
groups was that many HR related decisions were made at the group level in each case, so
a single hotel case study would have had less generalisability. Hotels with multiple
departments were chosen - 15 departments in all. The number of hotels /departments
was chosen to maximise generalisability while keeping the data collection manageable.
Researchers generally advise against conducting case studies with more than 15 cases
(Miles and Huberman, 1994, p30).
1.4.3 Data Collection

The research study at the hotels commenced in July 2004 and the main data collection
phase was completed in April 2005. To preserve confidentiality the two hotels are
referred to throughout this thesis as hotel A and hotel B.

The data collection methods were primarily based on face to face weekly interviews
between the researcher and the management and department heads in each hotel, plus key
informants at regional and national levels within each group.

Data collection focused on sets of job functions (i.e. departments) and jobs within
departments e.g. to measure the construct knowledge availability in the research model,
an informant( typically a department head) would be asked to discuss the availability of
suppliers with the knowledge required to perform a particular job function in his h e r
department. For some constructs responses in relation to departmental job functions were
aggregated to yield a department level score and for other constructs where appropriate a
single response was obtained for the department as a whole.

Following Yin (2003) interviews involved the use of structured, semi-structured and
unstructured interview techniques. The structured component of the interview involved
the completion of a standard questionnaire issued in advance of each meeting. Following
Lepak and Snell(2002) questions were designed using a 5 point Likert scale to facilitate
measurement and comparison of responses. The semi-structured component of the
interview involved face to face discussion with the informant about the questionnaire and
hisker responses to it. The unstructured component of the interview involved general
discussion led by the informant about the main topic(s) of the questionnaire or other
issues that helshe considered relevant. All interviews were tape recorded. The overall
process involved approximately 190 hours of face to face interviews. Twenty separate
questionnaires were used containing over 300 individual questions, most of which were
repeated for each of the 85 job functions involved across the two hotels.
Most of the evidence came from the perceptions of individual informants. To overcome
the potential threat of informants' perceptions being biased or inaccurate two strategies
were adopted. First perceptions were independently obtained from at least two informants
for any constructs where it was considered there might be an uneven spread of knowledge
among informants (Arvey and Murphy, 1998). Second, wherever possible documentary
evidence was used to triangulate the findings from interviews. Where significant

differences were discovered, either between different informants or between perceptual
and documentary evidence, these differences were investigated and resolved prior to the
analysis of the data.
The nature of the knowledge associated with the research propositions, for example the
knowledge required by each hotel in terms of domains and levels, its availability in
internal (hotel) and external (industry) markets and its value, based on its relative market
scarcity and its utility to each hotel is described in Chapter 4. It is also specified in the
preambles to the questionnaires which were used to brief informants on the nature of the
theoretical constructs and related questions as a precursor to obtaining information from
them (see Appendix A) and is reflected in informants' qualitative comments (see
Appendix B).
Overall, the data collection methods used for each construct were designed to ensure that
the data was reliable and valid. Chapter 4 describes the methods used in further detail.

1.5 Research Findings
Data collected from the hotels was analysed according to the standard criteria for
verifying causality: covariation, temporal precedence and lack of confounding factors.

1.5.1 Covariation
To test for covariation the pattern for scores within and across hotels were analysed. This
was performed primarily using quantitative techniques (i.e. via non parametric
correlations). The evidence based on correlation was positive for every proposition and
every antecedent factor, except for the effect of knowledge of knowledge demand on fit
and this unexpected negative correlation was explained by reference to the qualitative
evidence. The data obtained from testing for covariation was generally positive and
provided some useful insights but lacked statistical significance in most instances due to
the small sample sizes.

1.5.2 Temporal Precedence
To test for temporal precedence stories andlor descriptions were obtained to indicate
whether the proposed causal relationships actually existed. Over 400 such stories were
obtained and parsed across the two hotels of which approximately 340 were found to
contain evidence of temporal precedence and influence by factors predicted in the model
to be antecedents to the three research propositions. Antecedents were tested for
temporal precedence individually as well as collectively e.g. in the case of Proposition 1
each of the four antecedents associated with obtaining fit was examined to identify the
extent of its temporal precedence and influence on each of the three factors associated
with fit. A similar approach was taken with each of the three propositions. In general
strong support was found for most of the predicted antecedent effects when studied
individually and for all of them when studied collectively.

1.5.3 Presence of Confounds
To test for presence of confounds three approaches were used: (1) questions were
included to explore the potential existence of other confounding factors (2) informants'
stories and descriptions were parsed to identify potential unidentified constructs, and (3)
causal mapping was used to explore whether the proposed causal process was influenced
by other previously unidentified factors. Few other causal factors were found and of those
that were found the majority were mediated or moderated by antecedents in the model.
Only a small proportion of other causal factors were found to have a direct causal effect
on any of the propositions in the model.

1.5.4 Additional Exploratory Investigation of Organizational Effectiveness
The model had not attempted to show the extent to which human knowledge influenced
OE relative to otherfactors. While this was not a weakness, since it was outside its
scope, to add such explanatory power was considered desirable. The relationship between
fit and organizational effectiveness was therefore explored to assess its robustness. This
was done by creating a causal map of business performance for each hotel, from which it
was possible to identify and measure the influence of the hotel workforce on hotel

performance i.e. organizational effectiveness relative to other internal and external
elements.

Consultative panels comprising a number of department heads plus the hotel General
Manager were established in each hotel to help develop and oversee the causal mapping
process. The results of the hotel panels' quantification of performance effects revealed
that the workforce had a significant effect on hotel performance thus organizational
effectiveness in both hotels.

Responses to the relevant questionnaires used in the causal mapping process combined
with discussions with the consultative panels in both hotels also suggested significant
interdependencies between the workforce and other intellectual resources viz. hotel
systems and processes and the hotel brand standard, in their influence on hotel
performance. Consistent with the research objective to discover how fit influences
effectiveness it was decided to explore further the nature and extent of these
interdependencies. A number of separate causal contexts in which the workforce,
systems and processes and the brand standard were considered to act in unison were
identified and separately assessed to ensure any differences in patterns of dependencies
were revealed. This process yielded some additional useful insights into the relationships
between human knowledge suppliers and other intellectual resources.

1.6 Conclusions and Implications
The overall conclusions from the research question were that the overall weight of
evidence supported all three propositions. The additional exploratory investigation
revealed that human knowledge had a significant measurable influence on organizational
effectiveness, but that its influence was heavily dependent on its interaction with two
other intellectual resource elements, namely hotel systems and processes and the hotel
brand standard.

Several critical issues in the literature were identified as having been addressed in the
thesis: (a) the need to adopt a well defined epistemological perspective (b) the relevance

of a knowledge-based approach in an industry typically considered as low knowledge
intensive (c) current weaknesses in KBT viz: emphasis on knowledge possession rather
than use and failure to acknowledge the importance of opportunism in human behaviour
and (d) the lack of application of KBT to explain how firms obtain knowledge through
human sourcing and use that knowledge to improve their performance.

General conclusions from the analyses of the research findings were that the case study
methodology applied in the thesis including its use of both qualitative and quantitative
methods was feasible and can help researchers better understand the links between
organizations' approaches to sourcing and using internal and external human resources
and organizational effectiveness.
It was concluded that the thesis contributed to research by ( I ) filling a gap in current
research into the use of knowledge-based perspectives on firms' sourcing of knowledge
from their workers, (2) using qualitative and quantitative measures to empirically validate
the approach ,(3) clarifying the causal relationships between decisions regarding the
sourcing and management of human resources and organizational effectiveness, (4)
identifying and measuring critical interdependencies between human knowledge and
other intellectual resources in their influence on OE (5) providing an explicit set of
principles and procedures that future researchers could reliably use to further test or
develop the research and (6) identifying several new directions for research into the use
of knowledge-based approaches to improve firms sourcing and use of human knowledge
to improve organizational effectiveness.
The main contributions of the thesis to practice were seen as : (1) offering an approach
that practitioners can use to optimize selection and use of human resources to improve
organizational effectiveness, (2) providing mechanisms for identifying and measuring the
influence of human resources on firm performance including critical interdependencies
between human knowledge and other intellectual resources and (3) demonstrating that a
knowledge-based approach is relevant in an industry generally regarded as labour
intensive rather than knowledge intensive.

1.7 Thesis Structure

The thesis is organized into six chapters:

- Chapter 1 provides an introduction and overview.
- Chapter 2 reviews the literature pertaining to the research.
- Chapter 3 presents the research question and describes the research model and
propositions.
-

Chapter 4 describes the methodology used to test the research model and propositions
and the procedures carried out to ensure that valid and reliable data were collected.

-

Chapter 5 describes the findings for the research including within and between hotel
analyses. The relative support of the findings for each proposition is discussed in
addition to other unexpected findings emanating from the research.

- Chapter 6 discusses the implications of the findings for research and practice, outlines
the limitations of the study and opportunities for future research, summarises the
contribution of the thesis and concludes the study.
Appendix A contains samples of questionnaires used in the research together with
explanations of methods used to assess informants' responses. Appendix B contains
detailed analyses of informants' qualitative comments obtained during interviews. To
incorporate all of these qualitative comments (291 pages) in the main body of the thesis
would have reduced the clarity and coherence of other important elements of the thesis.
Conversely selective presentation of parts of this large body of evidence could have
risked biased selection. On balance it was therefore considered preferable to keep them
all together in one appendix.

1.8 Conclusion

This chapter introduced the research study, overviewed the background to the research,
defined the research question, research model and propositions, summarised the
methodology and research findings and provided a synopsis of the main conclusions and
implications derived from the findings. The next chapter provides a review of the
literature pertaining to the research.

Chapter 2
Literature Review
2.1 Introduction
This chapter reviews the literature pertaining to the research. Following Perry (1995) the
literature relating to the theoretical foundations of the research is first reviewed followed
by the literature specifically associated with the research question. The literature review
focuses on the issues central to this thesis viz: the growth in the importance of knowledge
as an economic and strategic resource and, related to this, the relevance of knowledgebased theories to explaining and predicting firms' internal and external human sourcing
practices.
Despite the growing strategic and economic value attached to knowledge, understanding
the nature of knowledge and measuring its economic impact continues to pose a
challenge. The influential 1996 report by the Organization for Economic Cooperation and
Development (OECD) on the knowledge-based economy acknowledged that, "At the .
heart of the knowledge-based economy, knowledge itself is particularly hard to quantify
and also to price. We have today only very indirect and partial indicators of growth in the
knowledge base itself. An unknown proportion of knowledge is implicit, uncodified and
stored only in the minds of individuals. Terrain such as knowledge stocks and flows,
knowledge distribution and the relation between knowledge creation and economic
performance is virtually unmapped" (OECD, 1996, pp23-24). A decade later the picture
is not much clearer. A recent report by the Work Foundation for example concludes that,
"Defining the knowledge economy is challenging precisely because the commodity it
rests on - knowledge - is itself hard to pin down with any precision. Perhaps for this
reason there are few definitions that go much beyond the general, and hardly any that
describe the knowledge economy in ways that might allow it to be measured and
quantified "( Brinkley 2006, p29).

Accordingly this chapter opens with a brief review of the literature relating to the
growing economic importance of knowledge and its relationship to other resources. This
is followed by an overview of leading epistemological perspectives and their
organizational implications. The literature on theories of the fm is next examined, with
particular reference to the influence of prior theories on development of knowledge-based
theory of the firm. This section is followed by an assessment of the literature on firm's
approaches to knowledge1 human capital sourcing and supply. Flowing from this review
a number of key unresolved issues associated with organizational knowledge supply and
its links to organizational effectiveness are identified and discussed.

2.2 Knowledge as an Economic Resource
The importance of knowledge to organizations has been acknowledged since ancient
times; however research into its role as an economic resource and a key strategic factor in
f m s ' quest for growth and competitive advantage in the modern post industrial economy
can be dated from approximately the mid 1940's (Hayek, 1945). Interest grew during the
1960's with the development of human capital theory (Schultz, 1961; Becker, 1964) and
was further fuelled by predictions of information and knowledge induced change in the
economy from theorists such as Boulding (1966)' and Bell (1 973). Interest in the strategic
value of human knowledge accelerated during the 1980's and early 1990's following the
emergence of the resource-based view of the firm (Wernerfelt, 1984; Barney 1991). The
confluence of economic and strategic interest in knowledge subsequently led to a flurry
of books and journal articles appearing during the 1990's on the relevance of knowledge
to theories of the firm and business management (Quinn, 1992; Hedlund, 1994; Nonaka,
1994; Blackler, 1995; Nonaka and Takeuchi, 1995; Grant, 1996a, 1996b; Spender, 1996;
Tsoukas, 1996; Scarbrough, 1999; Zack 1999).
During the 19907s,as knowledge progressively moved centre stage in management
thinking the concept of knowledge management (KM) emerged. Initially hailed as a
potential new management discipline the notion of KM has been increasingly criticised
for its lack of conceptual clarity, and difficulties with its operationalisation (Gourlay,

2000; Swan and Scarbrough, 2001; Schultze and Stabell, 2004; Sousa and Hendricks,
2006).
The growth in interest in knowledge as an economic and strategic resource has been
accompanied by two other major economic trends: a shift from production of physical
goods to production of intangible goods and services and the commercialisation and rapid
adoption of information and communications technologies (IT). Significant research has
subsequently been undertaken into the nature and underlying causes of these three
parallel trends and their interrelationships, as described in the section which follows.
2.2.1 Links between Growth of Knowledge, Information and other Intangibles
This section surveys the literature with a view to identifying the causal connections
between the shift to intangibles, the growth of IT and the increasing importance of
knowledge.
(1) Growth of Intangible Goods and Sewices

Labour market, stock market and productivity data provide evidence of the shift that has
occurred in recent times in advanced western economies from tangible goods to
intangible goods and services. Labour market data shows that from 1970 to 1990
manufacturing employment declined in favour of services in all G7 countries: USA,
Japan, Germany, UK, France, Canada, and Italy (Castells and Aoyama, 1994). A report
by the Brookings Institute task force on intangibles found that production of market
services and intangible goods accounted for two thirds of US gross domestic product
GDP by 2000 (Blair and Wallman, 200 1, p7). In 1996 Alan Greenspan, the then
Chairman of the US Federal Reserve Bank observed that the economic output of the USA
weighed the same (measured in terms of physical tonnage) as it had 100 years previously,
yet during that period, economic output in the USA had increased 100-fold in real terms
i.e. national production had massively shifted towards intangibles (Eurostat, 2000, p4).

(2) Growth of Information Technology

The rapid growth of the IT industry and its economic impact has been attributed to the
continuous price performance improvements it has managed to achieve since the early
1950's (Jorgenson et al, 2005). From the mid 1950's to the mid 1980's the cost of
computer information processing as compared to manual information processing fell by
8000 per cent and between 1958 and 1980 the time required for a single computer
operation fell by a factor of 80 million (Porter and Millar, 1985, p152).
Acceptance of the growing economic importance of information became apparent with
the emergence of new economic classifications such as 'information activities', and
'information services' (Machlup, 1962), and the notion that information might be
regarded as a new factor of production (Boulding, 1966). Early evidence of the link
between IT growth and the shift to intangibles was shown in the US Department of
Commerce's 1977 report "The Information Economy" which revealed an upturn of
employment had occurred in the information sector commencing in the mid 1950's
followed by an even sharper upturn in employment in services commencing in the early
1960's (Porat,1977). Growth thereafter in both sectors continued to trend strongly
upwards over the next two decades with just over half the US workforce being employed
in data and information processing tasks by 1980 (Jonscher, 1994, p 10). Similar trends
were reported in an OECD survey based on growth in 'information occupations' over the
post war period (OECD, 1981).
The link between IT and the shift to intangibility is implicit in the intangible nature of
information and data. As organizations increased their use of IT the storage, processing
and dissemination of data and information about their operations inevitably took up an
increasing proportion of their economic activities- a process succinctly described as
involving a shift "from atoms to bits" (Negroponte, 1995). More specifically the shift to
intangibility has been identified with the power of IT to create and symbolic
representations of the real world, an activity described as the heart of the information
systems discipline (Weber, 1997). The representational power of IT was aptly conveyed
by Zuboff s term 'informate': "Activities, events and objects are translated into and made

visible by information when a technology informates as well as automates" (Zuboff,
1988, p10, italics in the original). The implications of this representational power are
returned to later in this section.

(3) Growth in the Economic and Strategic Importance of Knowledge
The rapid growth in adoption of IT and consequent shift to intangibles over the past half
century has been accompanied by a significant growth in demand for skilled workers
(Freeman and Soete, 1994; Castells and Aoyama; 1994; Von Tunzelmann, 1995; Levy
and Murnane, 2004) and a search for better ways of managing information and
knowledge at an organizational level (Clarke, 2003). By the late 1990's for example an
average of 7% of university educated men and 10% of university educated women in
OECD countries were non participants in the workforce compared to an average of 2 1%
of all men and 50% of all women in the general population, while earnings of university
educated workers were typically 50% higher than those with only a secondary level
education and their earnings in turn 10-20% higher than those that had received only
basic secondary education (Burton-Jones 1999, p 199).
Demand for higher levels of knowledge has been accompanied by a significant shift in
the types of knowledge required by firms. Drucker's (1966) 'knowledge workers' and
Reich's (1993) 'symbolic analysts' reflect firms' growing demand for workers with the
skills needed to process and manage the intangible symbolic representations of
organizational resources and activities generated by computers. The concept of a special
class of worker defined by their knowledge characteristics popularised by Drucker,
Reich and others has been mirrored by Government and industry bodies in their use of
similar categorisations at an industry level. The OECD for example has identified a
'knowledge-based sector' comprising aerospace, computer and office equipment,
communications equipment and pharmaceuticals industries and 'knowledge-based
services' comprising telecommunications, computer and information services, finance,
insurance, education and health; these two sectors reportedly accounted for 50% of
OECD wide business sector value added by the mid 1990's (Philpott, 2000,p5).

Notions of a special class of 'knowledge workers' and related distinctions based on
industry sectoral attributes have been criticised as misleading or overly simplistic. Some
researchers for example have observed that manual or blue collar occupations and
industries traditionally classified as 'low tech' are also highly dependent on their
workers' knowledge (Thompson et al, 2001; Rose, 2004). Others have suggested that
rather than being measured by industry type knowledge intensity might be better
measured by reference to the extent to which particular tasks or functions involve
knowledge exploration/creation or exploitation (Sousa and Hendriks, 2006).
(4) IT and the Representation of Knowledge

While IT has massively enabled the growth of human knowledge through improvements
in information processing and communications methods the close association between
use of IT and the growth of information and knowledge can be seen to have led to a
blurring of the (already fuzzy) conceptual boundaries between knowledge and
information, and between knowledge and information in people and their symbolic
representations in computer media, organizational routines and other artefacts. Reports
from authoritative bodies have added to the semantic confusion surrounding knowledge.
The influential 1996 OECD report: "The Knowledge-Based Economy" for example,
defined the knowledge-based economy as one "directly based on the production,
distribution and use of knowledge and information" and went on to state that
"Knowledge is increasingly being codified and transmitted through computer and
communications networks in the emerging "informationsociety (OECD, 1996, p7,
"

italics in the original). According to Scarbrough and Swan (1999, p 4) ITIIS was the
focus of 70% of all articles on knowledge management in 1998. The IT dominance of
knowledge initiatives in companies during the late 1990's is indicated by a 1997 survey
by Ernst and Young of 43 1 US companies' knowledge management efforts, which found
that most firms focused on ISAT initiatives such as building intranets, data warehouses
and communications networks and technologies to aid collaboration (Ruggles, 1998). The
blurring of conceptual boundaries between human knowledge and its external
representations, the latter strongly associated with information systems and technologies,

has been identified as a major contributor to the debate and confusion surrounding
knowledge management (Gourlay, 2000; Swan and Scarbrough 2001).

The origins of the influence of IT on notions of knowledge can be approximately dated to
the mid 1 9 5 0 ' ~when
~ psychologists became interested in the relevance of computers to
issues in psychology, leading to the concept that the human mind might be fruitfully
considered as a symbol manipulating machine or system like a computer (Norman, 1986).
This view received a major boost in the early 1970's with Newel1 and Simon's highly
influential model of "the human.. . as an information-processing system" (Newel1 and
Simon, 1972, pp19-20). According to this model human knowledge is a form of
information that can be unambiguously represented and thus universally stored in
computers, databases, archives and manuals as well as in people (Venzin et al, 1998).
While the human as an information-processing system (HIP) model has subsequently
been shown to be a flawed model of human cognition (Ashcraft, 2003) cognitivist or
similar views of knowledge have caused many knowledge theorists and practitioners to
treat representations of knowledge in computer media, organizational routines or other
artefacts as equating to knowledge in people, as the examples below from leading
knowledge theorists indicate.
According to Boisot for example, while knowledge is a property of human agents it can
also be codified: "Knowledge that is to be embedded in mass produced artefacts, for
example, usually has to be more systematically formalized and codified than knowledge
that is to be embedded more discursively in text". ". . .codification and abstraction, in
turn, allow us to economise on the data-processing and communication efforts required to
create or exploit knowledge" (Boisot, 1998, pp13-14).
Polanyi's (1966) famous distinction between explicit and tacit forms of knowledge is
frequently used by knowledge theorists as a basis for claiming that human knowledge
once explicated can be symbolically representedlcodified and readily transferred between
those having a common understanding of the meaning of the symbolic
representations/codes. According to this logic explicit knowledge and information

become interchangeable concepts. Grant for example claims "The primary difference
between tacit and explicit knowledge lies in their transferability. Explicit knowledge is
revealed by its communication: it can be transferred across individuals, across space, and
across time. This ease of communication means that explicit knowledge - information
especially - has the characteristics of apublic good once created it can be replicated
among innumerable users at very low marginal cost (IT has driven these costs to near
zero for most types of information)" (Grant 2002, p177, italics in the original).

Declarative knowledge or 'know what' is typically regarded as more amenable to
codification and thus transmission than procedural knowledge or 'know-how' which
tends to remain tacit or only partially explicit. Kogut and Zander for example divide
knowledge into "information" and "know-how". "By information we mean knowledge
which can be transmitted without loss of integrity once the syntactical rules for
deciphering it are known. Information includes facts, axiomatic propositions, and
symbols". Know how in contrast is described as something which cannot so easily be
transferred and must be ". .. "accumulated", which implies that know-how must be
learned and acquired" (Kogut and Zander, 1992, p386).

These and similar views of knowledge being (at least in part) a commodity that can be
elicited from individuals, codified, stored and shared with other individuals and
embedded in organizational routines and other structures tend to have characterized much
of the knowledge management literature (Venzin et al, 1998; Pfeffer and Sutton, 1999;
Meredith and Burstein, 2000; Kakabadse et al, 2003) and led to a strong affinity between
the cognitivist and intellectual capital perspectives (Roos et al, 2005).
(5) Summary
Evidence from the literature indicates that the growth and widespread adoption of IT,
which has occurred over approximately the past half century, has caused a shift in
economic focus to production of intangible goods and services, involving significant
increases in the levels of knowledge and changes in the types of knowledge required by
fms.

An unfortunate byproduct of the close association between IT, knowledge and intangibles
has been a blurring of the (already fuzzy) conceptual boundaries between knowledge in
individuals and symbolic representations of human knowledge in computer produced and
other media. The resultant conceptual and definitional problems have fuelled the debate
and confusion surrounding the notion of knowledge management and contributed to
questionable categorizations of occupations and industries, based on notions of
'knowledge work' and 'knowledge intensity.' In short the major obstacles to progress to
date with understanding and addressing the economic and strategic implications of
knowledge appear to have been closely related to the links between knowledge and
information systems and to be essentially epistemological in origin.

While confusion regarding the differences between knowledge in individuals and IT
enabled representations of human knowledge appears to have been the primary obstacle
to progress with understanding and dealing with knowledge as an economic resource, the
problem has been compounded by the prevalence within firms of multiple divergent and
often competing epistemological perspectives. An overview of leading epistemological
perspectives and their implications for theory and practice is presented in the next
section. Epistemological issues are also returned to later in this chapter in discussing the
development of knowledge-based theory of the firm and in Chapter 4 in discussing the
thesis research methodology.

2.2.2 Differences in Epistemological Perspectives
This section briefly overviews current concepts and definitions of knowledge prevalent
within organizations. The intention here is not to attempt a comprehensive survey or to
probe the ontological foundations of epistemological perspectives, but merely to compare
and contrast a small number of perspectives that have achieved prominence in
contemporary management and cognitive science literatures for the insights they provide
in relation to the major theme of this section i.e. the role of knowledge as an economic
and strategic resource. Epistemological perspectives reviewed here are drawn from the
literatures on:

cognitivism,
connectionism,
autopoiesis,
situated cognition
evolutionary psychology
Perspectives from the knowledge-based literature are also compared with those from the
literature on intellectual capital.
Reviews of cognitivist, connectionist and autopoietic epistemologies from a management
perspective draw in particular on Venzin et al's (1998) comparative analyses.
(1) Cognitivism

As noted above the cognitivist perspective emerged during the 1950's as psychologists
started to draw parallels between the symbolic processing architecture of the computer
and human cognitive processes (Ashcraft, 2003). The computational approaches used by
cognitivists have been criticized by phenomenologists such as Dreyfus (1965) on the
grounds that by abstracting, reducing and measuring the components of cognitive
processes such approaches ignore important contextual factors. The philosopher John
Searle (1984) argues that whereas human beings can be said to 'understand' things like
language computers cannot, and thus computational models cannot replicate how people
think. Other criticisms of the cognitivist perspective include its view of knowledge as
objectively definable (see Venzin et al, 1998) and its reliance on symbolic representations
to account for cognitive processes ( Ashcraft, 2003) (see also connectionism below).
According to Venzin et a1 (1998, p39) an organization with a cognitivist epistemology
would regard itself as working like a mainframe computer with information and
executive action centrally controlled. In such a scenario the environment is assumed to be
predefined and the role of the organization and its members is to representlpicture it and
uniformly adapt to that representation. Knowledge is a fvred entity that can be universally
represented in databases, archives and manuals and easily shared between people.
Individuals gain knowledge by absorbing information and creating inner representations

that partly or fully correspond to the outside world. Truth is defined as the degree to
which individuals' inner representations match the (objectively definable) outside world.

(2) Connectionism
Connectionism, also known as parallel distributed processing (PDP) is based on the
concept of neural networks (McClelland et al, 1986). Whereas in classical cognitivist
models such as HIP information is represented symbolically and processed serially, in
connectionist models information is stored non-symbolically in the weights, or
connection strengths that exist between the 100 billion or so neural nodes in the human
neural network and processing occurs through parallel connections between multiple
nodes. Connectionist models have been created of various cognitive structures and
processes such as letter identification (McClelland and Rumelhart, 198I), word
recognition (Seidenberg and McClelland, 1989) and semantic priming (Masson, 1995).
The advantage of connectionist models lies in their ability to show how multiple layers of
human knowledge interact e.g. how in human speech knowledge of phonology, lexical
information, syntax and semantics continually interact with and influence each other
(Ashcraft, 2002).
In general the objections to cognitivism noted above based on its computational approach
tend to have been applied also to connectionism. Not all connectionists see PDP as a
comprehensive model of cognition, for example hybrid connectionists think that
connectionism best describes some cognitive abilities such as perception, pattern
recognition, and motor control but that classical i.e. cognitivist theories are needed to
explain other abilities such as reasoning and language e.g. Pinker(1994).
Using a connectionist analogy organizations have been envisaged as self organizing
networks with organizational knowledge residing in the connections between people as
network nodes (Roos et al, 2005). What the organization~system'knows' emerges as
interactions occur. Fioretti (2001) has posited a connectionist theory of firm structure
aimed at linking knowledge-based and transaction cost-based views of the firm.

Venzin et a1 (1998, p41) suggest that an organization with a connectionist epistemology
would typically regard itself as a self organizing network steered by local rules that relate
to several frames of reference. Clusters or subunits of the network would create their own
representations of a pre-given/objectively defined organization environment and adapt
accordingly. Knowledge would depend on the state of the network of interconnected
components/people. Knowledge would be developed by network members in accordance
with their local needs. Truth would be defined by the organization's experts based on
their accumulated information about an objective reality.
(3) Autopoiesis

The word autopoiesis derives from the Greek words auto (self) and poiein (to
produce).The autopoietic perspective originated in neurobiology and was used to explain
how biological cells operate as closed, self sustaining systems of interacting components
(Capra, 1996). According to the Chilean biologists Maturana and Varela (1 980) the cell
is a living system that is self referring i.e. everything happens with reference to itself.
Autopoietic epistemology views knowledge as embodied in individuals as part of their
autopoietic (self reproductive) processes.
Due to its self referential nature autopoiesis has been linked to the rational philosophical
tradition (Gourlay, 2000).Autopoiesis has also been linked to the concept of embodied
mindlembodied cognition (Lakoff et al, 1999). Sierhuis and Clancey (1997) link
autopoiesis both to situated cognition and activity theory. The concept of knowledge
developing as part of a self reproductive process is also suggestive of some aspects of
evolutionary psychology (see below).
Organizations that adopt an autopoietic epistemology are open to data and closed to
information and knowledge, because information and knowledge are held to require
interpretation within the organizational system according to its rules (Roos et al, 2005).
Thus according to autopoietic theory individuals construct their own knowledge and can
only share it indirectly through conversation. In this regard Venzin et a1 (1998) point to
the similarity between the autopoietic perspective and Nonaka's (1994) concept of

knowledge creation in f m s , in which each individual creates his or her own knowledge
through experience, the truth of which is subjectively justified. Winograd and Flores
(1986) draw heavily on autopoiesis to create a new perspective on understanding what
computers do and how their functioning is related to human language, thought and action.

Venzin et a1 (1998, p43) suggest that members of an organization with an autopoietic
epistemology would be effectively free agents who would collectively create their own
frame of reference. In this scenario perceptions of the organization's environment and its
relative positioning within it are developed through conversations. Knowledge is
observer and history dependent and context sensitive and shared indirectly through
discussions. Knowledge is developed through careful interpretation of incoming data
conducted in the course of conversations. Given no objective reality the truth of
knowledge is irrelevant and different views of the known truth are created and respected.

While autopoiesis has been applied to social systems by theorists such as Luhmann
(1990) its attribution beyond the level of the individual has been criticised on the grounds
that an autopoietic system's production of its own components provides it with a
'topological boundary', whereas social systems do not exhibit any such boundary
(Mingers 1991, 1995). Varela has also objected to the notion that autopoiesis can be
applied to social systems on the grounds that autopoiesis is a special case of autonomy in
which a system produces its own components- as a human organism makes it own
chemicals (Varela, 1981). According to Varela the type of relations that characterise
social interactions in organizations cannot be described as producing components but are
1981, p38). Given
better described as ". ..instructions or linguistic agreementsW.(Varela7
that the theory of autopoiesis was originally derived from a description of processes
occurring at the level of the biological cell Varela's view is perhaps unsurprising (see
other comments on multilevel issues in the summary at the end of this section).

(4) Situated cognition
Situated cognition is part of the 'situative perspective' on human behaviour, learning
cognition and psychology (Clancey, 1997) which shares many assumptions and

perspectives with pragmatic philosophy, symbolic interactionism, and activity theory
(Dewey and Bentley, 1949; Rorty, 1979, 1991; Star, 1996; Engestrom and Miettenen,
1999; Toulmin, 1999). The origins of situated cognition can be traced to the late 1980s
when investigations into how children learned showed that the then 'rule bound'
approaches based on cognitivism were inadequate to describe how learning actually
occurred. Instead, according to situative theorists learning always took place in a specific
context i.e. it was situated (Brown, et a1.1989; Lave, 1991; Lave & Wenger, 1991).
Proponents of situated cognition such as Lave (1991) and Brown et a1 (1989) reject the
HIP metaphor in favour of a perspective that emphasizes the inherent links between
knowledge and context specific action. This focus on knowledge as a product of everyday
lived experience is consistent with structurationist theories (Giddens, 1984) and grounded
theories (Glaser and Strauss, 1967) and with the views of anthropological researchers
such as Hutchins (1991) and Suchrnan (2000). Critics of the situated perspective typically
argue that it leaves out aspects of cognition that are not related to action. Clancey (1997)
however argues that, as well as being gained through bodily experience, knowledge is
internally represented to the human knower both consciously in the case of imagined
experiences and unconsciously in conceptualizing. This view appears consistent with
Cook and Brown's (1999, p38 1) concept of a "generative dance between [organizational]
knowledge and [organizational] knowing."
The practical value of situative and related activity-based perspectives can be seen in the
accounts of their application. Examples in the literature include explanations of how
knowledge is transferred and learning occurs in flute-making (Cook and Yanow, 1993),
in constructing artificial intelligence ( AI) -based models of work practices (Clancey,
1997) and in global product development ( Orlikowski, 2002).Lave and Wenger's
(199 1)concepts of how communities of practice develop are similarly consistent with
situated cognitive and activity based perspectives, in that such communities are seen to
derive from the interactions between community members in specific contexts and to be
subject to their verification- as in the often cited example of the Xerox maintenance
engineers( Orr, 1996). Gourlay (2000) notes that the situated cognition perspective may

offer a bridge between perspectives based on knowledge as a state of activity and those
based on representations of knowledge (a view that appears similar to the hybrid
connectionist position mentioned earlier) which he also suggests may provide a basis for
unifying IS and HR approaches to knowledge management.

(5) Evolutionary psychology
Evolutionary psychology is the study of how evolution has shaped the nervous systems of
animals, most current research focusing how it has shaped the human mind, giving rise to
the concept of 'universal Darwinism' (Plotkin, 1993). The term 'evolutionary
psychology' first appeared in an article by Ghiselin( 1973), but its origins can be traced
back over 100 years to James Baldwin, who suggested that a learned(acquired) behaviour
becomes embedded within the organism's genome (i.e. innate behavioural repertoire)
through evolution, the so called 'Baldwin effect7(Baldwin,1896).
Contemporary evolutionary psychology, sometimes referred to as psychobiology,
emerged from research conducted during the 1950's and 607s,including Chomsky's
(1955) theory that all human languages derive from an inherited universal grammar and
biological research showing evidence of 'constrained' learning in animals leading to
inherited abilities, such as species-specific foraging behaviours (Plotkin, 2004). While
grounded in psychology and biology, evolutionary psychology research also draws
heavily on other disciplines including economics, behavioural ecology, ethology,
anthropology, genetics and artificial intelligence.
Criticisms of evolutionary psychology have come from several perspectives. Fodor
(1998) for example has dismissed Plotkin's and Pinker's theses as 'the new rationalism'.
Some critics argue that the environment of evolutionary adaptedness or EEA, in this case
the Pleistocene period when major adaptations leading to human cognition as we know it
today occurred, is empirically inaccessible and that as a result hypotheses based on events
occurring at that time must remain speculative. Another "substantive" criticism noted by
Plotkin (2004, pp148-154) is the argument that adaptations being studied by evolutionary
psychologists may themselves be exaptations (adaptations of previous adaptations), e.g.

writing which appeared about 3200 BC was an amalgam of linguistic, visual, and manual
skills, each of which involved an addition of some other prior skill.
Research into evolutionary effects on human cognition and behaviour from business and
economics perspectives has ranged from work on responsiveness to new ideas (
Sulloway, 1996) to mental heuristics ( Gigerenzer, 2000), and neuroeconomics
(McCabe, 2003) which uses neuroscience to suggest new underpinnings for economic
theories. Spender (1996) referring to Nelson and Winter's ( 1982) evolutionary theory
of the firm also notes the relevance of evolutionary psychology to explaining how
implicit and explicit bodies of human knowledge can be selected and stored in
organizational routines for future generations of workers ( see also theory of the firm
below).

(6) Perspectives based on Intellectual Capital
In addition to the multiple epistemological perspectives described above knowledge has
been defined in terms of various forms of intellectual capital, the term intellectual capital
being reportedly first used by the economist J. Kenneth Galbraith in a letter in 1969 to
economist Michael Kalecki. The terms intellectual capital and intellectual assets have
subsequently been used to describe a range of intellectual resources of f m s
encompassing human resources and other intangibles. Capital has been defined as ". ..
investment of resources with expected returns in the marketplace" (Lin 2001, p3 italics in
the original).
While categories of intellectual capital (IC) have been variously defined theorists appear
to have moved to a consensus on their main elements. According to Brooking (1996)
firms' IC comprises market assets (all market related intangibles), human-centered assets
(assets embodied in people working for firms), intellectual property assets such as
trademarks and patents, and infrastructure assets (the technologies, processes and
methodologies that enable a company to function). Sveiby (1997) defines intellectual
resources as intangible assets and divides them into external structure (customer and
supplier relationships, brands, trademarks and company reputation or image), internal

structure (the organization including its patents, concepts, models and systems) and
individual competence (individuals' capacity to create both tangible and intangible assets
plus their education and experience). Roos et al, (2005, p19) divide IC into three
categories: 1. Relational, including ". . .all the relationships that the organization has such
as customers, consumers, intermediaries, representatives, suppliers, partners, owners,
lenders and the like". 2. Organizational, including ". ..resources such as brands,
intellectual property, processes, systems, organizational structures, information (on paper
or in databases) and the like." 3. Human, the attributes of individuals that ". . .cannot be
replaced by machines or written down ...This includes resources such as competence,
attitude, skill, tacit knowledge, personal networks and the like".

The categorizations of intellectual capital found in the literature appear to correspond
broadly to various categorizations of knowledge: human capital to human knowledge,

structuraVorganizationa1capital to notions of knowledge as embedded or encultured
(Blackler, 1995) and relational/social capital to various conceptions of collective or group
knowledge (Lin, 2002; Spender, 1996). In short the concept of intellectual capital offers
an alternative typology for describing human knowledge and its external representations
but does not appear to contribute any significant epistemological perspectives of its own.

(7) Summary
The five epistemological perspectives reviewed above reveal conceptual differences that
cany significant implications for theory and practice. Cognitivist, connectionist and
autopoietic perspectives when framed at an organizational level imply widely differing
perceptions of the nature and defining characteristics of the organization, the nature of
the organization's environment and its positioning within it, the notion of knowledge and
how it might be acquired and developed and the characteristics of truth. The differing
characteristics of situated cognition and evolutionary perspectives suggest their adherents
if placed in an organizational setting would exhibit similar differences in perception with
similar organizational implications.

The fundamental differences evident in leading epistemological perspectives suggests a
need for both theorists and practitioners to be explicit about their epistemological views
in order to aid mutual understanding and to provide a basis for dealing with important
issues or concepts before they arise. Theorists note that such explicitness does not imply
the need for an organization to adopt a single perspective, some suggesting a pluralist or
multitype epistemology may even offer advantages (Spender, 1996; Venzin et al, 1998). It
is worth noting also in this context that given knowledge as a strategic factor is
commonly assumed to involve use of heterogeneous resources (Barney, 1991; Venzin et
al, 1998) the notion that an epistemological perspective can operate at a firm level must
assume the (implicitly divergent) epistemological perspectives of heterogeneous human
resources in the firm can be in some way be aggregated and reconciled. While such a
multi level approach may be desirable the literature is generally silent on how it can be
achieved (see Goodman, 2000; Klein and Koslowski, 2000).
Comparison of the knowledge and intellectual capital literatures suggests that the concept
of intellectual capital, while offering a taxonomy that helps distinguish individual human
knowledge (as human capital) from its representations in organizational structures and its
role in social relationships does not add materially to epistemological perspectives.
To conclude, the increase in the economic and strategic value of knowledge is having a
major impact on the organisation of economic activities and thus the role of the firm and
the market. Ln order to understand how our appreciation of the role of knowledge in the

firm has evolved it is instructive to examine current theories of the firm and the
emergence of knowledge-based theory of the firm.In the next section therefore we move
on from a consideration of economic trends and knowledge concepts to the literature on
theories of the firm,with particular reference to the influence of prior theories on
development of knowledge-based theory of the firm.
2.3 Knowledge and Theories of the Firm
Up to the time of the Industrial Revolution in the mid 1700's most economic activities
had occurred in the market. Adam Smith (1776) wrote of the "invisible hand" of market

forces that determined price and helped coordinate production of goods. By the end of the
following century the "visible hand" of the modem business enterprise as Alfred
Chandler put it (Chandler, 1977) had largely replaced market mechanisms as a method of
coordinating and allocating production resources. The rise of the joint stock company in
the early part of the twentieth century, with its attendant separation of ownership and
control led to the evolution of the modern business firm and with it a growth in interest
from economists and organizational theorists as to the nature and function of the firm.
Multiple theories of the firm have subsequently appeared, mostly developed from
economics perspectives (Seth and Thomas, 1994; Phelan and Lewin, 1999). The principal
aim of such theories has been to address two main questions: why firms exist and what
determines their boundaries (Holmstrom and Tirole, 1989; Langlois and Robertson,
1995). Theories of the firm fit within a wider analysis of economic organization which
attempts to explain the diversity of institutional arrangements in the economy including
firms, markets and also hybrid structures such as joint ventures, alliances and franchises.
Important theories of the firm have been derived from neoclassical microeconomics;
traditional industrial organization (10) economics; new I 0 economics; behavioural
economics; agency theory, transaction cost economics and managerial economics (Seth
and Thomas, 1994).
Among modern theories of the firm transaction cost economics (TCE), property rights
theory (PRT), agency theory (AT) and the resource-based view (RBV) have received
significant attention over recent years (Holmstrom and Roberts, 1998; Nonaka et al,
2000; Phelan and Lewin, 2000; Foss and Klein, 2005). Collectively these theories have
challenged older neoclassical and industrial organization (10) economic notions of
individuals as rational utility maximisers, of the economic environment as perfectly
predictable, of firms as homogeneous 'black box' production functions, and of managers
always acting in firms7best interests (Cyert and Pottinger, 1979; Seth and Thomas,
1994). As this section will show these theories have all contributed to some extent to a
still emerging knowledge-based theory of the firm (KBT) (Phelan and Lewin, 2000).

Each of these four perspectives on the firm is briefly described below, followed by an
analysis of their influence on KBT.
2.3.1Transaction Cost Economics (TCE)
Prior to economist Ronald Coase's celebrated work "The Nature of the Firm" (Coase,
1937) the economic system had been seen as coordinated impersonally by the market,
while the entrepreneur was at the same time acknowledged to perform a similar
coordinating role. Coase sought to reconcile these apparently inconsistent views,
concluding that the reason for establishing the firm was to avoid the costs of using the
price mechanism, the most obvious cost being discovering what the relevant prices were.
Even if one could purchase that information from market specialists the purchaser would
still be faced with the cost of negotiating and completing a separate contract for each
transaction.
Oliver Williamson, a leader of the new institutional economics school subsequently
developed Coase's transaction cost framework. According to Williamson (1975, 1985)
the choice of firm or market as a governance mechanism is determined by its relative
efficiency. Critical human factors affecting this choice are bounded rationality (Simon,
1955) and opportunism (Williamson, 1975). The firm according to TCE offers certain
efficiency advantages over the market in its ability to compensate for these human
factors. Opportunism defined by Williamson (1975, p26) as "self interest with guile", can
be reduced in the firm through monitoring and incentives for compliance. Bounded
rationality can be mitigated by pooling human resources and the use of routines and
directives which workers can follow without having to fully understand them. The
essential nature of internal relationships within the firm is seen by Williamson as
characterised by a structure of authority embodied in a form of hierarchy (Williamson,
1975).
The principal non human factor in Williamson's rationale for choosing firm or market
governance is asset specificity. Asset specificity occurs where the transacting parties need
to use assets specific to the relationship that cannot be deployed easily to alternative uses

and where the parties cannot forecast with certainty future requirements for their use or
what either party may be prepared to pay for them. Klein, Crawford and Alchian (1978)
coined the term 'quasi- rent' to denote the difference in value between the first best and
next best use of an asset. By acting opportunistically in a situation involving use of
specific assets an unscrupulous party to a transaction might hold up the other party and
appropriate the quasi-rents. The alternative for the other party assuming it was aware of
the risk but wished to proceed with the deal would be to vertically integrate into the
activities of the partner thus establishing property rights to all the specific assets.

While TCE has arguably been the most influential to date of all modem theories of the
firm it has also attracted significant criticism. Critics have argued that TCE ignores the
role of differential capabilities in structuring economic organization (Richardson, 1972)
neglects power relations (Perrow, 1986) and ignores trust (Granovetter, 1985; Adler
2001). Others have disputed the difference between firms and markets (Alchian and
Demsetz, 1972) and claimed that the concept of asset specificity as formulated in TCE is
neither necessary nor sufficient to explain vertical integration (Langlois, 1992).
2.3.2 Property Rights Theory (PRT)

The transaction cost approach has been complemented to some extent by the property
rights approach (Grossman and Hart, 1986; Barzel, 1989; Hart, 1995; DeMeza and
Lockwood, 1998; Rajan and Zingales, 1998) which focuses on the ownership of nonhuman assets as the defining characteristic of firms. A firm according to PRT is a set of
assets under common ownership. If two different assets have the same owner a single
integrated firm results; if they have different owners there are by definition two firms and
dealings between them are market transactions (Holmstrom and Roberts, 1998). Given
the difficulty of defining specific rights for all potential contractual contingencies firms
will pay to acquire valuable unspecified rights to assets through ownership of them
(Grossman and Hart, 1986)thus obtaining residual rights of income and control (Hart,
1995). Ownership of firm specific assets tends to give firms greater control over their
human resources, since employees will tend to become more familiar with such assets
than others in the market thus increasing their dependency of the firm. Likewise the firm

will have a greater opportunity to capture the quasi-rents from the employees' use of such
assets.
A virtue of the property rights approach is the clear delimitation of firm - market
boundaries that it affords. In extending the focus of transaction costs from the
transactions themselves to the ownership issues associated with the underlying
assets/resources to which the transactions relate PRT also offers a bridge from property
based transaction cost theorising to resource based and knowledge -based views of the
firm (Langlois, 1992; Robertson and Langlois, 1995; Foss, 2005). Significant deficiencies
with PRT however have been noted as its lack of definition of the role of human assets,
including at a fundamental level why firms rather than individuals should own any assets
and its lack of recognition of sources other than asset ownership in dealing with problems
of human motivation and coordination (Holmstrom and Roberts, 1998).
2.3.3 Agency Theory (AT)

Rather than focus on transactions between economic agents as in TCE agency theory
centres on relationships (Eisenhardt, 1989).According to agency theory one party (the
principal) delegates work to another party (the agent); AT is principally concerned with
how to determine the most efficient contract between the parties, given assumptions
about people and the various human factors that arise in such relationships. In addressing
the contractual relationship AT seeks to resolve two main types of problem (1) problems
that arise where the goals of principal and agent conflict (the so called 'agency problem')
and where it is difficult or expensive for the principal to monitor what the agent is doing
and (2) where the principal and agent have differing attitudes towards risk (Wilson, 1968;
Arrow, 1971). Key human assumptions are bounded rationality, risk aversion and self
interest. Related contracting problems include information asymmetry, opportunism,
adverse selection and moral hazard.
The AT emphasis on the contract helps open the 'black box' of the firm and illuminate
for example the causes and consequences of agency conflicts between shareholders and
managers and the relative effectiveness of governance devices used to mitigate such

conflicts. The theoretical focus of agency theory is thus more at a fm level of analysis
than TCE (Hoskisson et al, 1999). The central question, as Eisenhardt (1989) points out
becomes whether a 'behaviour- oriented contract' (e.g. salaries, hierarchical governance)
is more efficient than an 'outcome-oriented contract' (e.g. commissions, stock options,
transfer of property rights, market governance).
Agency theory has developed along two tracks: positivist and principal - agent (Jensen
and Ruback, 1983). Positivist theory essentially identifies contract alternatives and
principal - agent theory identifies which contract is more efficient dependent on the
situation variables .In the positive agency literature firms are viewed as governing
productive activity in a manner similar to markets (Seth and Thomas 1994). Firms come
into being because of the advantages of team production and are governed not by
authority but by contractual relationships between the parties (Alchian and Demsetz,
1972). According to Jensen and Meckling (1976), the firm is a legal fiction; all that exists
is a 'nexus of contracting relationships' involving employees, market contractors,
creditors, customers and other stakeholders.
Agency theory has been criticised for being narrowly focused and having few testable
implications (Perrow, 1986) and for not explaining the boundaries of the firm( Foss and
Klein, 2005). While describing Perrow's criticisms as "extreme" Eisenhardt does admit
that, "Agency theory presents a partial view of the world that although it is valid, also
ignores a good bit of the complexity of organizations" and recommends using "...agency
theory with complementary theories " (Eisenhardt, 1989, p7 1 emphasis in the original).

The complementary nature of agency theory to other theories of the firm including KBT
is discussed later (see conclusions to this section).
Transaction cost and agency perspectives have been perceived as providing largely
complementary perspectives on how internal activities of the firm are organized
(Williamson, 1988; Mahoney, 1992; Seth and Thomas, 1994). Both theories share
assumptions of bounded rationality and self interest (Barney and Ouchi, 1986). In both
theories the existence of the firm is seen in part as firm as a response to information-

related difficulties, including uncertainty and information asymmetry between
contracting parties (Fransman, 1998).Both theories assume the use of contracts to
economise on costs; hierarchies and markets in TCE corresponding roughly to behaviourbased contracts and outcome-based contracts in AT (Eisenhardt, 1989). On the other hand
whereas organizational boundaries are important to transaction cost theorising the
contract between cooperating parties is the focal point of agency theory. As noted above
both theories also have several unique independent variables (Eisenhardt, 1989;
Hoskisson et al, 1999),
2.3.4 The Resource-based View (RBV)

The RBV (Penrose, 1959; Wernerfelt; 1984; Barney, 1991) views the firm as a bundle of
tangible and intangible resources whose characteristics determine a firm's competences
and capabilities and which may be used to gain and sustain a competitive advantage.
Early references to the importance of firm specific resources are found in the work of
economists such as Chamberlin (1933) and Robinson (1933) however Edith Penrose
(1959) gave arguably the most detailed exposition of the resource-based view in the
economic literature and laid the groundwork for later knowledge-based theorising.
Penrose defined the industrial firm as "...more than an administrative unit; it is also a
collection of productive resources the disposal of which between different use and over
time is determined by administrative decision. When we regard the function of the private
business firm from this point of view the size of the firm is best gauged by some measure
of the productive resources it employs" ( Penrose, 1959, p24). Notably however in
addition to resources Penrose emphasised the importance of services as fundamental to
resources becoming production inputs ". .. it is never resources themselves that are the
'inputs' in the production process, but only the sewices that the resources can render"
(Penrose 1959, p25, emphasis in the original).
Penrose made it clear that in her view knowledge was central to the nature of the firm.
She stressed the fundamental importance of the internal mental world of the
entrepreneur, of the

". ..image in the entrepreneur's mind of the possibilities and

restrictions with which he is confronted, for it is, after all, such an image which in fact

determines a man's behaviour.. ."(Penrose, 1959, p5). Later she made it clear that these
images were formed from the experience and knowledge generated from within the firm
which in turn "...determines what it [the firm] sees in the external world" (Penrose, 1959
p80). It was this knowledge according to Penrose that changed not only the productive
services of other resources but also changed the firms' perception of market demand
( ibid). Unlike Simon and Williamson, Penrose did not refer to entrepreneurs as

'boundedly rational' beings attempting to make sense of information 'out there' but
rather described them as focused on the resources and services within their f m s , the
knowledge thus gained conditioning the firm's collective view of its environment. In
essence, according to Penrose firms grow by applying knowledge resources to other
resources to create productive services from which they earn rents - a theme taken up
later in relation to KBT ( for example see Spender, 1996).
Penrose's insights provided the foundation for the 'resource-based view' of the firm, a
term first coined by Wernerfelt in 1984. The RBV however remained dormant for much
of the 1980's until, at the end of that decade, dissatisfaction with the Porterian focus on
industry structure (Porter, 1980, 1985) stimulated interest in firm-specific variables as
sources of competitive advantage, leading to a resurgence of interest in the resourcebased approach . Theorists' attention subsequently focused on how the RBV can help
explain persistent performance differences between firms in situations of open
competition (Lippman and Rumelt, 1982; Barney, 1986, 1991;Dierickx and Cool, 1989;
Reed and DeFillippi, 1990; Arnit and Schoemaker, 1993; Peteraf, 1993). The role of
management in resource development and deployment has also been investigated by
theorists such as Barney (1986) Arnit and Schoemaker (1993), Barney and Zajac (1 994),
and Lei, Hitt and Bettis (1 996) while the relationship between resources and the size of
the firm has been explored by theorists including Prahalad and Hamel (1990),Chatterjee
and Wernerfelt (1991), Robins and Wiersema (1995), and Markides and Williamson
(1996).
In general the main focus of the resource-based view of the firm has become the
persistence of superior returns from scarce resources. According to the economics

literature in situations of strong competition high rationality will prevail and economic
rents will dissipate (Schoemaker, 1990) with two exceptions viz: monopoly rents and
Ricardian rents (Peteraf, 1993). Monopoly rents accrue from the deliberate restriction of
output whereas Ricardian rents accrue where resources are limited or quasi limited in
supply. Much attention in the resource-based literature has thus focused on identifying
the characteristics of advantage creating resources capable of producing Ricardian rents
(Fahy and Srnithee, 1999). Barney (1991) proposed four advantage creating
characteristics: value, rareness, inimitability and non substitutability. Grant (1991)
suggested durability, transparency, transferability and replicability as important factors.
Collis and Montgomery (1995) added appropriability and competitive superiority to the
factors noted by Grant and Barney. Amit and Schoemaker (1993) added
complementarity, scarcity, low tradability and overlap with strategic industry factors to
the list of advantage creating characteristics.
The RBV has attracted critics as well as supporters. Priem and Butler (2001) engaged in a
well known exchange of views with Barney (2001) in which they claimed that the RBV
was essentially tautologous. While acknowledging the RBV as influential and extremely
useful Foss and Knudsen (2003), alluding principally to Barney's (1991) and Peteraf s
(1993) formulations of RBT, question whether it is a theory of competitive advantage or
a theory of rents or both. More recently Spender, in a draft paper (2006), has questioned
the value of the RBV and suggested Penrose's theory of the growth of the firm is
essentially based on managerial learning rather than being resource-driven and thus is not
strictly speaking a parent of the RBV.

A number of theorists have sought to link the RBV with TCE e.g. Mahoney and Pandian
(1 992) have argued that TCE and RBV are basically complementary and Williamson

identified a number of ways in which RBV could be strengthened by using a TCE
contractual focus. Foss and Foss (2004) have gone further in suggesting the future
development of the RBV requires that it be integrated with TCE in order for it to be a
robust theory of sustainable competitive advantage. Taking the broader conception of
TCE implicit in the property rights literature discussed above, Foss and Foss (2004)

identify several key weaknesses in the RBV, which they relate to its lack of transaction
cost reasoning. First resource heterogeneity can only be ascribed to firms' endowments,
not to how different firm manage those endowments. Second, the interaction between
value creation and value appropriation is neglected. Third, expost competition is limited
to competitive imitation and substitution and the ex post capture of value represented by
moral hazard and adverse selection is not addressed.

Despite its critics few have questioned the RBV's considerable influence on strategy
research. Priem and Butler (2001) note theorists have used the RBV to advance
arguments that firms can achieve sustainable competitive advantage from a diverse range
of resources. Teece acknowledges the role of the RBV in providing a theoretical
foundation for the dynamic capabilities view (Teece and Pisano, 1998). Spender (2006)
despite his criticisms of the RBV suggests extending it to focus on the role of
management rather than resources per se. Wright Dunford and Snell(2001, p702) claim
that ". .. the RBV has helped put "people" (or a firm's human resources) on the radar
screen". Connor and Prahalad (1996, p477) claim a knowledge- based view of the firm as
being "the essence of the resource-based perspective". Grant (1996(a), 2002) identifies
the resource-based approach as fundamental to the growth of the notion of strategic
capabilities and to the knowledge-based theory of the firm.
2.3.5 Knowledge-based Theory (KBT)

TCE, PRT, AT and the RBV have all provided unique and to some extent complementary
perspectives on the nature of the firm, its boundaries and the dynamics affecting its
growth and competitive ability. Researchers have drawn on these prior theories of the
firm and in particular the RBV in contributing to the development of a knowledge-based
theory of the firm KBT (Nelson and Winter, 1982; Kogut and Zander, 1992; Langlois;
1992; Foss,1993; Nonaka, 1994; Langlois and Robertson,l995; Nonaka et al, 1995,2000;
Connor and Prahalad, 1996; Grant, 1996(a), 1996(b), 2002; Liebeskind, 1996;
Spender,1996; Baden-Fuller and Grant, 2004).

It is worth noting at this point that KBT is still to some extent being defined, that there is
no single model that instantiates KBT and that numerous reference disciplines are used
by KBT. Following (Sutton and Staw, 1995) it could therefore be said that KBT is
presently more of a view than a theory. In defining KBT as a theory however this thesis
follows Weick who refers to theory development as a process typically involving
"...interim struggles in which people intentionally inch towards stronger theories"
(Weick, 1995, p385).
Table 2.1 below provides a high level analysis of leading contributions to KBT based on
relevant citations in the literature. While not intended as a comprehensive survey these
contributions are considered to offer a representative cross- section of current thinking.
Table 2.1: Leading contributions to KBT
Author
Penrose
( 1959)

Theoretical
scope
Firm

Nelson and Winter Firm within a
(1986)
theory of
market
processes
Kogut and Zander Firm
(1992)
Langlois and
Robertson (1995)

Firm and
market plus
networks

Conner and
Prahalad
( 1996)

Firm and
market

Grant (1996 a)

Firm and
market plus
alliances

Liebeskind (1 996)

Firm and
market

Theoretical
perspective
Growth of the firm

Theoretical
focus
- Resources
- Services
- Knowledge
- Organizational
routines

Background
theory
RBV

Firm as a
repository of
capabilities
Dynamic theory of
business
institutions

- Collective

KBT

Evolutionary
theory of the firm

Schumpeterian
economics

knowledge

- Transaction costs
- Organizational

- TCE
- Organizational

capabilities

capabilities

Knowledge- vs.
opportunism-based
rationale for the
firm
Firm as integrator
of specialised
knowledge

- Knowledge

-RBV
-KBT

Firm as mechanism
for knowledge
protection

Protection of
knowledge against
expropriation and
imitation

substitution
- Flexibility effects
Knowledge
integration

- Evolutionary

economics.
- RBV
- Organizational
learning.
TCE

Knowledge
categories
- Objective
knowledge
- Experience
- Routines
- Tacit
knowledge
- Skills
- Information
- Knowhow

- Tacit
knowledge
- Skills
- Routines
- Idiosyncratic
capabilities
Human
knowledge
Tacit and explicit
knowledge

- Knowledge as
validated
information
- Codified and

Spender (1996)

Teece and Pisano
(1998)

Firm

Firm

Nonaka et al
(2000)

Firm

Coff (2003)

Firm

Grant and BadenFuller (2004)

Interfirm
alliances

Firm as a dynamic
knowledge-based
activity system

System of
'knowing activity'

Dynamic
capabilities-based
theory of
competitive
advantage

Integration of
internal and
external
competencies

- Evolutionary

theories derived
from economics,
sociology and
psychobiology
- Activity theory
- Schumpeterian
& evolutionary
economics
- TCE

- RBV
- Organizational

Firm as a
knowledge creating
entity
Knowledge-based
theory of
competitive
advantage

Knowledge
creation

Knowledge-based
theory of strategic
alliances

Knowledge
accessing versus
knowledge
acquisition

Role of knowledge
in rent generation
and appropriation

competences
and capabilities
- KBT
- Dynamic
capabilities
- Cross section
of economics
and strategic
management
perspectives
- RBV
KBT

uncodified
knowledge
- Implicit and
explicit
knowledge
- Social and
collective
knowledge
- Knowledge
- Skills
- High
performance
routines

Tacit and explicit
knowledge
Tacit and explicit
knowledge

Tacit and explicit
knowledge

(1) Theoretical Scope
Theoretical contributions divide broadly into two camps: those viewing firms or markets
as alternative governance mechanisms and those focusing primarily or wholly with the
fm - the larger camp. As might be expected theorists influenced strongly by the TCE

perspective such as Langlois and Robertson (1995) and Liebeskind (1996) seek to explain
and predict the use of firms or markets as alternative governance mechanisms for
knowledge-based transactions. Others, particularly those coming from a strategic
management perspective and/or influenced by the RBV or KBT, while acknowledging
market alternatives tend to emphasise the role of the firm as the primary or 'natural' locus
of economic activity, Conner and Prahalad (1996) being a notable exception. Relatively
few theorists use knowledge-based theories to explain and predict the use of firm-market
hybrids such as strategic alliances and networks, Grant and Baden-Fuller (2004) and
Langlois and Robertson (1995) being notable exceptions.

(2) Theoretical Perspective
Theories influenced by TCE tend to explain and predict choice of firms or markets from
knowledge-based transactional perspectives e.g. protection of knowledge in transactions
(Liebeskind, 1996) or the costs of communication and knowledge transfer in transactions
involving suppliers external to the fm (Langlois and Robertson, 1995). Departing from
the firm-centric approach of most RBV adherents Conner and Prahalad (1996) propose a
knowledge-based theory that (without reference to opportunism) accounts for choice of
firm or market governance. Those whose theoretical scope is mainly or wholly restricted
to the firm tend to focus on aspects such as the underlying processes by which firms grow
(Penrose, 1959) evolve (Nelson and Winter, 1986), encourage voluntaristic action (Kogut
and Zander ,1992) or provide settings conducive to creativity (Nonaka et al, 2000).
Others with firm-centric perspectives focus on aspects such as dynamic knowledgerelated activities of firms (Spender, 1996) or seek to provide knowledge-based
explanations for firm heterogeneity and competitive advantage (Teece and Pisano, 1998;
Coff, 2003).
(3) Theoretical Focus

Nelson and Winter (1982) emphasise collective organizational routines as guiding
individual behaviour. Kogut and Zander similarly depart from methodological
individualism in characterising the firm as a "...social community of voluntaristic
action.. ." and focusing on how collective knowledge and social relationships determine
the growth of firm capabilities (Kogut and Zander, 1992, p384). Conner and Prahalad
(1996), arguing against the need for opportunism as a key explanatory variable, focus on
the role of knowledge substitution and flexibility in determining choice of firm or market
contracting. Langlois and Robertson (1995) combine transaction cost-based and
capabilities-based arguments in predicting how the firm's boundaries may change over
time, thereby influencing key managerial decisions such as to make or buy. While
diverse, the range of theoretical foci offered by contributors to KBT is however to some
extent complementary (see unifying themes below).

(4) Background Theories

As noted above knowledge-based theorising has been strongly associated with the RBV,
most authors shown in Table 2.1 above for example acknowledging a link between KBT
and the RBV andlor related competencies and capabilities based approaches. Opinions
are somewhat divided however as to the relationship between KBT and the RBV, with
Grant (2003) viewing KBT as essentially an extension of the RBV, whereas Conner and
Prahalad go further, citing evidence from, among others, Amit and Schoemaker (l993),
Barney (199 I), Peteraf (1993) and Robins and Wiersema (1995) to support their claim
that the knowledge-based view is "the essence" of the RBV (Conner and Prahalad, 1996,
p 477).

While knowledge-based theorists have paid less attention to non-knowledge related
theories of the firm various concepts central to TCE, AT and to a lesser extent PRT can
be identified in their theorising. A number of the theories as noted earlier are grounded in
TCE, notably Liebeskind (1996), and Langlois and Robertson (1 995). The majority of the
theorists discussed above implicitly or explicitly accept the definition of the firm as being
based on an authority (employer - employee) relationship as in TCE. Some adopt the AT
concept of the firm as a nexus of contracts (e.g. Conner and Prahalad, 1996; Coff, 1999;
Langlois and Robertson, 1995). Langlois and Robertson (1995) also base their theory in
part on PRT which, as noted above, they view as complementary to the AT derived nexus
of contracts perspective Assumptions of bounded rationality as in TCE are central to
some of the knowledge-based analyses discussed above (Conner and Prahalad, 1996;
Grant 1996(a)), but for others it assumes less centrality (Langlois and Robertson, 1995;
Spender, 1996) and has little relevance to others. Perhaps the single most notable
omission from most knowledge-based theorising is the TCE notion of opportunism or it's
AT equivalent of moral hazard. While most of the knowledge theorists reviewed above
acknowledge that opportunism has a role to play in theory of the firm none regard it as
essential to their theorising (See Gaps and Weaknesses below).

(5) Knowledge Categories
The range of knowledge types or categories shown in Table 1 is extensive; individual
theorists adding to the variety by typically focusing on at least two major knowledge
categories e.g. objective knowledge and experience Penrose (1959), skills and
organizational routines (Nelson and Winter, 1986), information and knowhow (Kogut
and Zander, 1992). Others e.g. Langlois and Robertson (1995), Spender (1996) and Teece
and Pisano (1998) refer to an even greater number of knowledge categories. Most
theories however refer to Polanyi's (1966) tacit - explicit knowledge distinction (see
unifying elements below)

(6) Unifying Elements
While the range of knowledge-based explanations for the firms existence is undeniably
broad the central importance of knowledge (albeit multiple conceptions of knowledge see Gaps and Weaknesses below) as a rationale for fm or market governance is strongly
evident. Many of the perspectives also have common theoretical roots in resource-based
or associated research streams such as organizational competencies and capabilities, thus
aiding common perspectives.
Knowledge-based theories to date have tended to be compatible rather than mutually
exclusive and in some cases could be seen as having a complementary focus e.g.
knowledge protection ( Liebeskind, 1996) and value appropriation (Coff, 1999);
knowledge transactions ( Conner and Prahalad, 1996) and dynamic transactions
(Langlois, 1992); dynamic capabilities (Teece et al, 1987), combinative capabilities
(Kogut and Zander, 1992) and knowledge creation (Nonaka et al, 2000); dynamic
capabilities (Teece, 1987) and knowledge integration (Grant 1996a, 1996b).
While epistemologically diverse most knowledge-based approaches are based on the
generalisation that firm-specific knowledge tends to be tacit (Polanyi, 1966), sticky (Von
Hippel, 1994) and path dependent (Teece and Pisano, 1998; Leonard, 1995). Firms are
typically characterised as limited in their capabilities and thus dependent on a 'core' of
competences or capabilities (Langlois and Robertson, 1995; Teece and Pisano, 1998). In

the majority of knowledge-based theories discussed above the individual is the unit of
analysis although a sizable minority e.g. Nelson and Winter (1982); Kogut and Zander,
(1992); Spender (1996); Teece and Pisano (1 998) focus on the collective. Most theorists
argue that firms offer significant benefits over markets as mechanisms for organizing and
incentivising tacit knowledge transactions and similarly that firms offer greater protection
than markets against imitation and expropriation of most types of knowledge.

(7) Gaps and Weaknesses
Several gaps and weaknesses can be identified from an analysis of the KBT literature:
(])Lack of epistemological clarity
As noted earlier a major distinguishing feature between knowledge in people and
representations of knowledge (e.g. Searle, 1984; Clancey, 1997) is that only people can
'know'. The predominantly cognitive and representationist epistemological perspectives
of many KBT contributors is revealed by their use of the word 'knowledge' to refer both
to human knowledge and its representations. Kogut and Zander (1992) for example refer
to knowledge as comprising "knowhow" and "information", Liebeskind (1996) describes
knowledge as "validated information", which she refers to as including both "codified
knowledge products" and "tacit knowledge" and Nonaka et a1 (2000) use the term
"knowledge assets" to describe resources ranging from "tacit knowledge" to
"systematised and packaged explicit knowledge" in documents and databases. While
theorists are generally careful to distinguish between these different types of 'knowledge'
their use of knowledge as an umbrella term to describe them has arguably added to the
confusion noted earlier in this chapter as to what constitutes knowledge and how it relates
to other intellectual resources.
(2)Multi -level issues
Compounding the lack of clarity in knowledge definitions are issues caused by the use of
both methodologically individualist and collectivist constructs to describe knowledge.
While all the knowledge theorists referred to in Table 2.1 above refer to individuals
possessing knowledge some also use collectivist constructs e.g. Nelson and Winter's
(1982) "organizational routines", Kogut and Zander's (1982) "combinative capabilities",

Teece and Pisano's (1998) "dynamic capabilities", Spender's (1996) "individual and
social knowledge". As Felin and Foss (2004) note a major issue posed by collectivist
approaches is not so much the legitimacy of methodological collectivism per se but rather
theorists not explaining the relationship between individual and collective level
constructs e.g. the link between Nelson and Winters' (1982) "skills' and "organizational
routines" still remains an unexplained metaphor despite various interpretations (e.g. see
Spender, 1996). Other issues noted by Felin and Foss (2004), with particular reference to
organizational capabilities, are the causal relationship and levels assumptions between the
individual and the collective and the questions they give rise to e.g. how to reconcile
assumptions commonly made by strategic theorists that the organization's routines and
capabilities are homogeneous, while actors at the lower level are assumed to be
heterogeneous ( see Section 2.2.2.(7) above for a discussion of similar issues with multilevel epistemological perspectives).
(3)Over reliance on the RBV

As noted above KBT is viewed by many theorists as having derived largely from the
RBV, opinions differing among those taking this view largely as to whether it is an
extension (knowledge as another resource) e.g. Grant( 2002) or the core of the RBV
(knowledge as the underpinning resource) e.g. Conner and Prahalad (1996). Spender
(2006), drawing on Penrose (1959), has suggested the need for a less resource focused
and more entrepreneurially focused perspective, that acknowledges the importance of
managerial processes, managerial learning and learning driven processes in defining the
firm. Langlois (2005) similarly argues for a more entrepreneurial theoretical focus, as do
Foss and Klein (2005).
(4)Assumptions of the centrality ofthe firm versus the market

KBT contributors, particularly strategic management theorists have tended to assume the
firm to be the natural locus of economic activities, in marked contrast to the TCE view of
the firm as a response to market failure. As a result KBT has tended to focus on the firm
and neglect the market as a mechanism for coordinating economic transactions. This
tendency has been noted by, among others, Dosi and Marengo (1999), Coff (2003) and

Foss and Klein (2005) to have weakened KBT by reducing analytical focus on the
boundaries between firms and between firms and markets. Foss and Klein (2005) for
example criticise Kogut and Zander's (1992) theory for not explaining the existence of
firms but rather people's preference for belonging to the moral communities and shared
identities that firms purportedly supply and also for not explaining why firms as distinct
from markets or hybrid organizations are necessary for this purpose.

(5)Lack of acknowledgement of opportunism
The lack of acknowledgement by knowledge theorists of opportunism or moral hazard as
a necessary component of KBT has been criticised as unrealistic (Foss and Klein, 1995;
Dosi and Marengo, 1999; Phelan and Lewin, 2000). Recent knowledge-based research on
value appropriation (e.g. Coff, 1999,2003; Kamoche and Cunha, 2003) does however
appear to have increased theorists' focus on opportunism. As Coff (2003, p250) states

". . .rent appropriation is an area that must be dominated by assumption of self interest, if
not opportunism".
2.3.6 Summary: Theories of the Firm

Modem theories of the firm based on transaction costs, property rights, agency theory
and the resource-based view have all contributed to varying degrees to the development
of knowledge-based theory of the firm. Of these, the resource-based and associated
competencies and capabilities perspectives have arguably contributed most significantly
to the knowledge-based perspective. It is also evident that knowledge-based perspectives
have influenced the thinking of theorists grounded in other theories of the firm leading to
their contributing to KBT e.g. Langlois (1992) and Langlois and Robertson's (1995)
concept of dynamic transaction costs, Conner and Prahalad's knowledge-centred
resource-based analysis (1996), and Liebeskind's (1 996) analysis of how the firm as
mechanism for knowledge protection can extend transaction cost perspectives.
While offering a diverse range of perspectives KBT theorists have generally agreed on
the hndamental role of the firm as being an institution for creating, integrating and
protecting knowledge and its superiority to the market as a governance mechanism for

transactions involving tacit and firm-specific knowledge. Many of the diverse theoretical
perspectives offered by KBT contributors also appear internally complementary.
Analysis of the literature suggests that the major strength of KBT relative to TCE, PRT
and AT lies in its ability to explain the existence and boundaries of the fm for reasons
largely independent of issues of incentive alignment and property rights allocation. KBT
has also utilised and extended concepts derived from the RBV by revealing the centrality
of knowledge both as the pre-eminent resource and one that is fundamental to the
management of other resources. Weaknesses in KBT have been noted as a lack of
precision in defrning knowledge, lack of explanation of the relationships between
individual and collective knowledge, assumptions of the centrality of the firm versus the
market, over reliance on the RBV and a failure to acknowledge the importance of
opportunism1moral hazard.

2.4 Knowledge and Human Sourcing
Reflecting the growing economic and strategic importance of intellectual resources
organizations have been progressively increasing their use of externalised labour and
moving away from traditional work arrangements based on full time long term
employment. The shift away from traditional work arrangements is evident in labour
market analyses which show that total non regular employment (i.e. non-full time, nonpermanent or non-employee status work arrangements) as a percentage of total
employment in the UK rose from 28.8% in 1973 to 40.9% by 1993 and across the
majority of OECD countries had reached approximately 39% by 1993, the majority of
those in non standard work arrangements being in casualized part time work (Standing,
1997, p20).
While non standard forms of employment reportedly grew more slowly in the USA
during the 1980's and 90's as compared to other leading OECD nations, reaching
approximately 25% of those in employment by 1993( Standing, 1997, p20) the incidence
of US workers with more than one job notably doubled during the 1980's (Stinson, 1997,
p4). Of the 1.5 million new jobs created in Australia between 1982 and 1994, 85.4%

were non standard jobs i.e. part time, casual or non employee status jobs (Burgess, 1997,
~85).
Decline in permanent employment has been accompanied by growth in other non
standard forms of employment such as dependent and independent contracting (BurtonJones, 1999), and in hybrid businesses such as franchises (Dant, 1995). From 1975-87
the number of temporary staffingltemporary help service agencies in the USA tripled and
by the mid-1990's Manpower Inc., a temporary staffing agency was reportedly the largest
technical employer in USA (Burton-Jones, 1999, p46). Growth of contracting out
services has been similarly strong (Cohany, 1996) and outsourcing has become a major
global business (Johnson, 1997; Cook 1999).
Despite a significant body of literature on the growing importance of knowledge-related
factors to firm organization and work arrangements (Drucker, 1966, 1968; Reich,
1991;OECD, 1996, 1997; Brinkley, 2006) the literature during the 1980's and early
1990's concerned with externalisation of work arrangements and organizational functions
was dominated by economists, labour market researchers and industrial relations
specialists who tended to focus on traditional demographic and cost factors rather than
strategic or knowledge related factors (Albert and Bradley, 1997; Burton-Jones, 1999).
According to this body of literature major demographic factors influencing changes in
work arrangements included more women seeking part time work, increasing job
mobility among younger workers and growth in older workers seeking to re enter the
workforce or start a business (Pollert, 1988; Meulders et al; 1994; Dant, 1995). Firms'
high use of part time casualized employment ( the major proportion of all externalised
work arrangements across the OECD) typically enabling avoidance of termination costs,
holiday pay, training and other non- wage benefits, has been cited as evidence that cost
efficiency objectives have been the driving force behind the bulk of externalisation
(Burgess, 1996).
'Strategic' perspectives on changing work arrangements only began to emerge in the mid
to late 1980's (Atkinson, 1984; Miles and Snow, 1984; Pfeffer and Baron, 1988). There

are as yet few knowledge-based theories regarding optimal incentives for knowledge
suppliers (Jensen and Meckling, 1995; Burton-Jones, 1999; Osterloh and Frey, 2000;
Foss and Klein, 2005), and human capital and knowledge-based perspectives on
organizational structure have been slow to emerge (Cohen and Levinthal, 1990; Kogut
and Zander, 1996; Lepak and Snell, 1999; Birkinshaw et al. 2002; O'Leary et al. 2002).
Given the 'traditional' lenses through which most researchers have tended to view
changing patterns of work arrangements it is not surprising that, with a few notable
exceptions, their theoretical rationales for such changes have tended to emphasise factors
other than human knowledge. A summary of the relevant literature is shown in Table 2.2.
Like the earlier review of literature relating to theories of the firm the intention here is to
provide a representative rather than a comprehensive literature review, in order to focus
on those theoretical approaches that appear most likely to contribute to development of a
knowledge-based approach to explaining firms' mix of internal and external human
resources. For this reason literature that excludes an analysis of external sourcing or that
focuses exclusively or mainly on cost or demographic influences on work arrangements
has not been included.

Table 2.2: Summary of literature explaining firms' mix of internal and external
resources
Author

Atkinson
(1984)

Miles and
Snow (1 984)

Theoretical
scope
Internalisation
and
externalisation

Internalisation
and
Externalisation

Theoretical
rationales for
firms' sourcing
practices
Firms use flexible
approaches to
sourcing to
overcome market
uncertainty, reduce
costs, manage
technological
change and
reorganize their
internal labour
markets
( ILMs)
Firms' sourcing
decisions are driven
by their generic
competitive

Authors' key
contributions
'Flexible firm'
model links
choice of
sourcing
strategy to three
types of
flexibility:
- numerical,
-functional
-distancing

Focal work
arrangements

Background
theories

- Core

Manpower
studies

- Peripheral

- External

Choice of HR
Non- specific Business
strategies should
strategy
be aligned with
generic

strategy:
-'low cost
producer'/
'defender'
-'product
differentiator' /
'prospector'
-'focused operator'/
'analyzer'

Mangum
Myall and
Nelson
(1985)

Externalisation

Snow, Miles
and Coleman
(1992)

Internalisation
and
Externalisation

competitive
strategy:
-defender: build
human
resources ('
make')
-prospector:
acquire human
resources('
buy '1
-analyzer:
allocate human
resources
('make & buy').
Firms' decisions to
Use of
- Core
externally source
Temporary Help employees
Services (THS)
are driven by their
desire to reduce
offers
- Peripheral
costs, increase
'detachment' to employees
flexibility and
employers and
buffer core of
'attachment' to
- Temporary
skilled workers,
workers by:
workers
without increasing
-reducing
number of
transaction costs
employees in
of workers and
peripheral group
employees
- assuring
quality of
workers
supplied to
firms
-providing
workers with
flexible work
options and
opportunities to
acquire skills
and experience
Firms' sourcing
Competitive
Non-specific
decisions are driven pressures lead to
creation of three
by competitive
basic network
pressures on them
to:
structures with
-search globally for differing
outsourcing
opportunities
characteristics
-maximise returns
and associated
on assets used
-outsource activities benefits :
that can be
-'internal
performed more
network': low
efficiently by others outsourcing
-perform only those maximises
functions for which resource
they possess or can
utilisation
develop expert skill. - 'stable
network': partial

- ILM
- TCE

Organizational
strategy

Davis-Blake
and Uzzi
(1 993)

Sherer
(1996)

Tsui et a1
(1997)

Externalisation

Internalisation
and
externalisation

Internalisation
and
Externalisation

Firms' decisions to
externally source
are influenced by :
-employment costs,
- external
environment,
-organizational size
and
bureaucratisation
- skill requirements
Differences in work
arrangements are
linked to firm
strategies and
capabilities

Two 'balanced'
prototypical
employment
relationships are
used by firms to
maximise flexibility
while maintaining
or increasing
employee
performance. They
are:
-'quasi spot
contracts'
-'mutual
investment'
'Employeeorganization
relationship' (
EOR) approaches

outsourcing
injects
flexibility while
maintaining
stability
-'dynamic
network':
extensive
outsourcing
maximises
specialisation
and flexibility
Key findings:
-externalisation
aids flexibility.
-internalisation
aids
organizational
control and
stability
'Organization
and labor
relationships
framework'
(OLR) enables
exploration of
how different
forms of work
arrangements
relate to internal
assets and
organizational
capabilities
Results of
survey of the
relationship
between
employer
defined EOR
approaches and
employee
performance
and attitudes
indicated that
both mutual
investment and
overinvestment
were associated
with higher
levels of
performance
and more
favourable

- Temporary
workers
hired and
managed by
the
employing
firm.
Independent
contractors
Three forms
of work
arrangement
based on
differing
relationships:
Employment
: agency
-Contracting
in: quasi
agency
-Ownership:
mutual
agency
Employees

- Costs

- External
control
- Bureaucratic
control

- ob
complexity
- AT
- RBV

Exchange
theories

Uzzi and
Barsness
(1998)

Matusik and
Hi11 (1 998)

Externalisation

Externalisation

used by firms that
include components
of each of these
balanced prototypes
viz:
-'under investment'
-'over investment'
are predicted to be
less successful
Firms' decisions to
externally source
are driven by their
desire to reduce
costs and increase
flexibility

While popular
rationales for use of
contingent work
emphasise reducing
firms' cost
structures and
increasing their
strategic flexibility,
contingent work
can in certain
contexts be a means
for firms to
accumulate and
create valuable
knowledge

attitudes than
either
underinvestment
or quasi spot
contract
approaches

Firms' ability to
capitalise on
flexible
employment
systems are
dependent on
organizational
characteristics
such as:
-organization
size and age
-quality of
managementlabor relations
-governance
structures
-job control
technology
In addition to
cost and
flexibility
benefits
contingent work
can increase
competitive
advantage by:
-bringing public
knowledge into
the firm
-aiding
knowledge creation
-integrating
public and
privatelfirm
knowledge to
create new
component
knowledge.
Management
must maximise
these knowledge
benefits while
preventing
knowledge
leakage.

- Fixed
duration
contract hires
- Part time
employees

- ILM
- Flexible
employment
literature

- Employees

- KBT

- Contingent
workers
including:
-independent
contractors
-individuals
supplied by
employment
agencies
-on-call
labour
-on site
workers
supplied by
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2.4.1 Theoretical scope and Focal Work Arrangements

Theoretical contributions in the examples chosen divide equally into those focusing on
external sourcing ( internalisation) and those whose studies cover both internal and
external sourcing( internalisation and externalisation). Most theorists that focus on
external sourcing: Mangum, Myall and Nelson (1985), Davis, Blake and Uzzi (1993),
Uzzi and Barsness (1998), Masters and Miles (2002) tend to concentrate their attention
on one or two specific categories of external workers or external sources of supply, such
as contractors, temporary workers or temporary help services whereas others: Storey et al
(2002) and Matusik and Hill (1998) use the more general definition of 'contingent' to
classify all those in external work arrangements. In all cases the typologies used to
describe external work arrangements correspond broadly to standard employment
classifications, most being based on the US Bureau of Labor Statistics (BLS) definition
of contingent employment.
Theorists addressing both internal and external sourcing use a broader range of work
arrangement typologies, including generalised typologies based on employment (Tsui et
al, 1997) and human resources (Miles and Snow, 1984; Snow Miles and Coleman, 1992),
and non standard typologies intended to cover the spectrum of traditional employment
classifications (Atkinson, 1984) and both traditional employment classifications and
alliances (Lepak and Snell, 1999). Sherer (1996) appears to be alone in using a typology
of work arrangements that includes both standard employment-based and ownershipbased relationships.
The examples shown in Table 2.2 collectively examine all major current forms of internal
and external work arrangements and while offering both extensions and additions to
standard employment typologies can nevertheless be broadly reconciled to them, thus
enabling cross comparisons to be drawn between these and more traditional theories.
2.4.2 Background Theories

The background theories cited by authors cover a broad spectrum, ranging from
neoclassical economics to labour market theories, employment, human capital, strategic

human resource management, organizational strategy, theories of the firm, and other
associated literatures. An analysis of the variety of background theories shows that in
general author's contributions can be broadly divided into those significantly or mainly
informed by prior research relating to labour markets1 employment /human capitalhuman
resources ( Atkinson, 1984; Mangum, Myall and Nelson, 1985;Davis, Blake and Uzzi,
1993; Tsui et al, 1997; Uzzi and Barsness, 1998; Lepak and Snell, 1999; Storey et al,
2002), theories of the firm ( Mangum, Myall and Nelson, 1985; Sherer, 1996; Matusik
and Hill, 1998; Lepak and Snell, 1999; Storey et al, 2002; and Masters and Miles, 2002)
and organizational strategy ( Miles and Snow, 1984; Snow, Miles and Coleman, 1992;
Sherer, 1996).
Of those contributions significantly or largely based on theories of the firm the resourcebased view predominates, followed by transaction cost economics, with only Sherer's
(1996) organizations and labor relationships framework (OLR) drawing significantly on
agency theory and only Matusik and Hill drawing significantly on knowledge-based
theory, although others e.g. Lepak and Snell(1999) and Storey et a1 (2002) cite
contributions from this field along with those from the resource-based view.
2.4.3 Theoretical Rationales for Firms' Sourcing Practices

A wide range of factors are included in the rationales proposed to explain and predict
firms sourcing practices. Among these factors by far the largest single category are
knowledge-related e.g. market uncertainty (Atkinson, 1984), buffering core of skilled
workers (Magnum, Myall and Nelson, 1985), internalising functions involving expert
skills (Snow, Miles and Coleman,1992), skill requirements (Davis, Blake and Uzzi ,1993)
capabilities (Sherer, 1996), knowledge accumulation and creation (Matusik and Hill,
1998), uniqueness and rarity of human capital (Lepak and Snell, 1999), capacity to
innovate (Storey et al, 2002), uncertainty regarding evaluation of work performance
(Masters and Miles, 2002), and skill specificity (Masters and Miles, 2002).

Another major set of contributory factors relates to cost reductions or cost efficiencies
(Atkinson, 1984; Miles and Snow, 1984; Mangum, Myall and Nelson, 1985; Snow, Miles
and Coleman, 1992; Davis, Blake and Uzzi, 1993; Uzzi and Barsness, 1998).
Flexibility is viewed as an objective in its own right by some authors (Mangum, Myall
and Nelson, 1985; Tsui et al, 1997; Uzzi and Barsness, 1998), while for others it is
identified as a strategy for achieving other strategic objectives (Atkinson, 1984; Snow,
Miles and Coleman, 1992; Davis, Blake and Uzzi, 1993). Similarly while alignment of
sourcing practices with firm strategy is implicit in most authors' theoretical rationales it
is the explicit focus of a few (Atkinson, 1984; Miles and Snow, 1984; Snow, Miles and
Coleman, 1992; Sherer, 1996).
The high incidence of knowledge-related factors assumed to play a part in
internalisationlexternalisation is consistent with the strong influence of background

theories drawn from human capital1 human resource-based research and the resourcebased view of the firm. Notably however only Matusik and Hill(1998) explicitly
acknowledge the relevance of knowledge-based theory in their hypothesised rationale and
they and Lepak and Snell( 1999) are the only authors who provide wholly knowledgebased /human capital-based rationales for firms sourcing decisions.

2.4.4 Contributions to Theory
As shown in Table 2.2 just over half of the authors offer a conceptual model or
framework to account for firms' choice of internal andlor external work arrangements,
each offering a distinctly different perspective. With the notable exception of Lepak and
Snell(1999) most of the authors focus on the characteristics of the firm and the worker,
with less research directed at linking choice of internal or external workers to particular
roles within the firm.
While all contributions implicitly or explicitly acknowledge the relevance of
internalisation /externalisation to organizational performance only Tsui et a1 (1997)
explicitly link choice of work arrangements to employee performance. Authors'

contributions based on the findings of their research generally support their hypothesised
rationales, including the relevance of knowledge-related factors. As noted above however
only Matusik and Hill (1998) and Lepak and Snell(1999) provide wholly knowledgebased explanations for firms' sourcing practices and in the latter case the authors'
rationale is based on human capital theory and the RBV rather than KBT.
2.4.5 Summary
Despite research directed towards understanding how knowledge influences firm
structures and work organization (Reich, 1991;Nonaka, 1994; Blackler, 1995) there has
been limited investigation into developing knowledge-based perspectives on firms'
sourcing of human knowledge. At the market level, theories of labour-market
segmentation (Meulders et al, 1994) focus on traditional factors such as gender, industry,
and occupation, rather than knowledge. Similarly, the industrial relations literature still
treats traditional employment contracts as the norm, despite evidence of knowledgedriven change (Albert and Bradley, 1997; Clinton, 1997; Connell and Burgess, 1998).
While knowledge-related factors are acknowledged to play a significant role in changing
patterns of work internalisation and externalisation few authors have provided wholly
knowledge/human capital-based explanations for firms sourcing decisions. Only Lepak
and Snell(1999), to the writer's knowledge have used such an approach to link choice of
internal or external workers to particular roles in the firm based on suppliers' human
capital i.e. knowledge attributes. While earlier theories such as Miles and Snow's (1984)
concept of the 'make or buy' decision have influenced later theories e.g. Lepak and
Snell's (1999) rationale for firms human sourcing decisions, other critical concepts e.g.
the role of strategic flexibility (Atkinson, 1984) and the effects of employee-organization
relationships on worker attitudes and performance (Tsui et al, 1997) have yet to be fully
incorporated within a knowledge-based theory of firms' human sourcing practices.
Similarly knowledge-based (and other) explanations of firms' sourcing decisions have yet
to establish a clear causal link between choice of internal or external resources and
organizational effectivenesslfirm performance.

In summary firms must obtain their human knowledge supplies from within the firm or
from the market. Current theories are deficient, however, in explaining or predicting the
optimal method or form of supply. As Lepak and Snell(1999, p.32 italics not in the
original) argue:
"From the point of view of strategic human resource management

(HRM), researchers need to investigate how various combinations of
employment modes (i.e., internalisation and externalisation) lead to
competitive advantage. "

There is a consequent need to address this gap in the literature by developing a
knowledge-based model to explain and predict the optimal method or form of human
capitallknowledge supply. Such a model should ideally reconcile knowledge-based
determinants of f m s ' sourcing decisions with flexibility factors and identify the causes
and consequences of workers' willingness to contribute their knowledge and
organizations' ability to appropriate its benefits. Importantly it should explain how firms'
acquisition and use of human resources influences organizational effectiveness. Such a
model should also ideally provide insights into the role of factors noted as important by
other theories of the fm,such as the role of opportunistic behaviour. These issues are
addressed in the next chapter, which presents the research question and describes the
theoretical model and associated research propositions which form the basis of this thesis.

2.5 Conclusion
As noted in the Chapter 1 this thesis uses knowledge based theory to predict and explain
firms' human sourcing practices. Accordingly this chapter has explored the literature to
reveal the antecedents to the growth in the importance of knowledge as an economic and
strategic resource and to identify and critically compare literatures relating to knowledge
based and other theories of the firm and of firms' human sourcing practices.

The literature indicates that the growth and widespread adoption of IT that has occurred
over approximately the past half century has been a primary cause of the shift in
economic focus to production of intangible goods and services. This shift, as discussed in

section 2.2.1, involved significant increases in the levels of knowledge and changes in the
types of knowledge required by firms. The close association between knowledge and
information systems has unfortunately served to blur the already fuzzy conceptual
boundaries between knowledge in people and external representations of human
knowledge, leading to questionable categorizations of occupations and industries based
on notions of 'knowledge workyand 'knowledge intensity' and contributing to the
ongoing debate and confusion surrounding the concept of knowledge management. The
overall conclusion from the literature reviewed in this section was that the root causes of
the continuing debate and confusion over knowledge are closely related to the links
between knowledge and information systems and are essentially epistemological in
origin.
In order to identify more precisely the nature of the epistemological issues Section 2.3
provided a review and analysis of five sets of epistemological perspectives selected for
their prominence in the relevant literatures: cognitivist, connectionist, autopoietic,
situated cognitivist and those based on evolutionary psychology. Two main conclusions
emerged from this section. The first conclusion was that since significant differences
existed between these five epistemological perspectives there exists a need for theorists
and practitioners to be more explicit about the perspectives they use and for firms to
anticipate the need to accommodate multiple perspectives. The second conclusion was
that, largely due to advances in cognitive science, existing concepts of knowledge and its
relationship to other resources are continuously evolving, leading to existing perspectives
being remodeled or revised - as for example has already occurred with cognitivism. The
important lesson from this is that in any study of knowledge in organizations, researchers
should not attempt to search for a true definition of knowledge before undertaking their
research, because that search will never end. Rather, it is necessary to be somewhat
pragmatic and for the researcher to choose a definition of knowledge that is explicit,
workable, and appropriate in light of current research.
Section 2.3 reviewed the literature on theories of the firm, focusing on the contributions
made by transaction cost economics, property rights theory, agency theory and the

resource-based view to the development of knowledge-based theory of the firm. The
main conclusions from this section were that the emerging knowledge-based theory of the
firm had several strengths, including a strong theoretical connection with other theories
of the firm and a growing body of supporting empirical evidence that enabled it to serve
as the theoretical foundation for this thesis. The theory however was also shown to have
several weaknesses, including lack of epistemological clarity, insufficient explanation of
the relationships between individual and collective knowledge and a failure to
acknowledge the importance of opportunism in human behavior, factors that should
implicitly be addressed if possible in this thesis.

Section 2.4 reviewed the literature regarding f m s sourcing of human capital. The overall
finding from this review was that, while it was evident that firms needed to obtain their
human knowledge supplies from within the firm or from the market, current theories
were deficient in explaining or predicting the optimal method or form of supply. The
main conclusion from this finding was that in order to use KBT to explain how firms
obtain knowledge in the form of human resources and how they use that knowledge to
improve their performance, this thesis would have to advance past studies in three main
ways:

1) by identifying knowledge-based determinants of firms' human sourcing decisions,
including the role of flexibility
2) by identifying the causes and consequences of workers' willingness to contribute
their knowledge and organizations' ability to appropriate its benefits
3) by explaining how firms' acquisition and use of internal and external human

resources influences organizational effectiveness.
The implications of the conclusions from this chapter are developed further in the next
chapter, which presents the research question and describes the theoretical model and
associated research propositions which form the basis of this thesis.

Chapter 3
Research Question, Research Model and Propositions
3.1 Introduction

This chapter shows how key unresolved issues associated with knowledge supply and
organizational effectiveness noted in Chapter 2 have been addressed using knowledgebased theory of the firm. The research question is first presented, followed by a
discussion of its scope and main assumptions. Next a justification for the proposed
research model is presented, including a description of how the model uses knowledgebased theory and the rationale for choice of variables in the model. This is followed by an
analysis of each of the three key propositions in the model.
3.2 Research Question
The research question is:
Can knowledge-based theory of the firm be used to explain the relationship between
organizations' mix of internal and external human resources and organizational
effectiveness?

This research question involves certain assumptions and places bounds on the scope of
the research as follows:

(1) Scope
We can know a priori that organizational effectiveness (OE) cannot be completely
accounted for by organizations' human resources because other factors affect OE, some
of which interrelate with human resources. Nevertheless it is evident from the literature
cited in Chapter 2 above that organizations' mix of internal and external human resources
increasingly influences OE and that a knowledge-based perspective is necessary if not
sufficient to explain the influence that the mix of such resources has on OE.

The thesis research question is focused on explanation; other approaches would be to
focus on understanding or emancipation (Orlikowski and Baroudi, 1991). If the focus
were 'understanding' an interpretative study could be conducted to develop a rich
understanding of the phenomena. If the focus were 'emancipation' a critical research
study or action research study could be conducted to critique and /or change the way
organizations contract with and manage their human resources. Both these approaches
could be worthwhile but in this thesis an explanatory focus is adopted. (For a more
detailed discussion of the choice of the research approach chosen please see Chapter 4).

(2) Assumptions
As discussed in Chapter 2 the debate as to what constitutes knowledge has continued
since ancient times, however in order to develop a knowledge-based theory it is necessary
to adopt a particular focus regarding knowledge. For the purpose of this thesis and in
order to keep the scope manageable the chosen focus is knowledge as embodied in and
used by human beings. The concept of knowledge in this context is broadly equivalent to
that of cognition i.e. the collection of mental processes and activities used in perceiving,
remembering, thinking and understanding as well as the act of using these processes
(Neisser, 1967; Ashcraft, 2002, p10). Other than identifying knowledge as embodied
solely in human beings no particular epistemological stance is adopted in this thesis.
Mindful of the influence of non-human factors on organizational effectiveness this thesis
also includes an assessment of the interdependencies between knowledge and other
intellectual resources, in particular organizational brands and organizational systems and
processes in their influence on OE. This interdependence is not discussed in this chapter,
but instead deferred to the discussion in Chapter 4 (methodology).
'Organization' is defined for the purpose of this thesis as a number of people
intentionally organized to accomplish a common goal or set of goals. (Blau and Scott,
1963; Etzioni, 1964) Units of an enterprise, such as a division or business unit may thus
constitute an organization, as well the enterprise as a whole, such as a company. This
definition of organization is not restricted solely to 'for profit' organizations but also

includes 'not for profit' organizations. The term 'firm' whilst normally associated with
'for profit' organizations is used in the context of this thesis as a synonym for
'organization'

- including both

'for profit' and 'not for profit 'organizations.

3.3 Research Model
To address the research question a model based on knowledge-based theory of the firm
and utilising contingency theory is proposed to explain how firms' mix of internal and
external human resources influences organizational effectiveness (see Figure 1.1;this
figure is reproduced below as Figure 3.1 for ease of reference).
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Figure 3.1: Theoretical model

Two aspects of the model deserve justification: 1) how the model uses knowledge-based
theory of the firm and 2) the choice of variables in the model. These are outlined in turn
below. Several propositions flowing from the model are also detailed below
3.3.1 How the Model uses Knowledge-based Theory of the Firm
KBT is used in the model in two ways:

- to determine what factors influence an organization's ability to obtain the mix of human
resources it needs to accomplish its objectives
- to determine what factors influence an organization's ability to achieve its objectives
given its particular mix of human resources.

In relation to the first leg, the KBT literature is drawn upon that discusses the importance
of congruence between an organization's knowledge and product domains for optimal
utilisation of knowledge resources and the factors that influence its ability to achieve
such congruence (Grant, 1996a; Sanchez and Mahoney, 1996). Consideration of this
literature led to the inclusion of a 'fit' construct in the model.

In relation to the second leg the KBT literature is drawn upon that discusses how
organizations need to generate and appropriate rents from the activities of its human
resources to achieve effectiveness. The notions of rent generation and appropriation in
this context stem mainly from research in the RBV tradition which as noted in Chapter 2
has heavily influenced KBT (Penrose, 1959; Spender, 1996; Grant 1996a, 2002; Coff,
1999). Consideration of this literature led to the incorporation of constructs to reflect the
mechanisms by which fit leads to effectiveness.
In relation to both legs it is important to restate that there is no single model that
instantiates KBT and thus numerous reference disciplines used by KBT have been drawn
upon in the research model.
3.3.2 Justification for Proposed Constructs and Relationships
This justification is explained in relation to each of the three stages in the model shown in
Figure 3.1.
3.3.2.1 Stage 1: From 'Antecedents to Fit' to 'Fit'.
Four factors were selected as antecedents to fit, each of which build on previous research
into the importance of knowledge congruence (Grant, 1996a) and strategic flexibility
(Atkinson, 1984; Sanchez, 1995; Volberda, 1998).

Achieving knowledge congruence at any point in time depends on the constraints facing
an organization at that point in time. The model incorporates several factors that reflect
such constraints, namely:
-

knowledge of knowledge demand (i.e., knowledge of what knowledge the
organization requires in functional terms e.g. domains and levels of knowledge
required of suppliers for performing job functions)

- knowledge availability (i.e., the extent to which suppliers with knowledge the
organization requires exist in the market)
-

knowledge of knowledge supply processes (i.e., knowledge of the strategic value
of suppliers' knowledge to the organization and the contractual arrangements best
suited to attracting and retaining suppliers consistent with the strategic value of
their knowledge).

To maintain congruence over time, the organization must be adaptable, leading to the
need for an additional construct:

- knowledge supply flexibility (i.e., the ability of the organization to adapt its
knowledge supply practices to new demands and the ability of the organization's
knowledge suppliers to adapt to new demands).
The 'fit' perspective used in the research model is based on contingency theory (
Lawrence and Lorsch, 1967) and is consistent with current perspectives on KBT and
knowledge management that emphasise the reduction of knowledge gaps to improve
alignment between organizations' knowledge and product domains (Grant 1996a)
knowledge and strategy (Zack, 1999) and knowledge and business processes (Rosemann
and Chan, 2000). The 'fit' perspective is also consistent with knowledge-related
theoretical perspectives that emphasise alignment of competences with work tasks
(Nordhaug, 1994, 1998) and human capital with contracts and HR practices (Delery and
Doty 1996, Lepak and Snell 1999).
In the proposed model fit consists of three dimensions:

-

fit of suppliers' knowledge characteristics with knowledge required (' knowledge
supply fit')

-

fit of contracts with suppliers' knowledge characteristics ( 'knowledge

- contract

fit')
-

fit of HR practices with contracts fitting suppliers' knowledge characteristics*
('HR practice fit - contract fit').

*NB. Thus also fit between HR practices and suppliers' knowledge characteristics.

Two weaknesses can be found in fit models, both of which are addressed in the research
model viz:

(1)Fit as a static concept: Given the dynamically changing requirements of organizations
it is essential that fit incorporates the capability to manage change (Wright and Snell,
1998; Wright, Dunford and Snell, 2001).

(2)Overly rational approaches to optimisingfit: Fit models frequently assume perfect
rationality 1presence of perfect information about the future. In practice organizational
decision-making as noted in Chapter 2 typically reflects bounded rationality (Simon,
1976) and uncertainty (Knight, 1921; Nelson and Winter, 1982; Spender, 1989; Masters
and Miles, 2002).
These two weaknesses were addressed in this study by including knowledge supply
flexibility as a key antecedent to fit (see Figure 3.1 above). Past studies suggest that
flexibility enables organizations to respond to unanticipated changes in their
environments (Atkinson, 1984; Volberda, 1998; Teece, Pisano and Shuen, 1997; Teece,
2000).

Proposed relationships between constructs
As shown in Figure 3.1 ., above, each of the antecedents in Stage 1 is predicted to
positively influence fit as a collective construct. In other words Stage 1 in the model

predicts a one: one relationship between each antecedent and fit as a whole rather than a
one: one relationship between each antecedent and each component of fit; however to
assist the reader assess the overall strength of the proposed model a justification is
provided below for a relationship between each antecedent and each fit component.
Naturally some of these justifications are stronger than others and they should therefore
be assessed in terms of their aggregate strength in justifying each antecedent's influence
on fit as a collective construct, rather than the antecedents influence on individual
components of fit.
(1) Knowledge of Knowledge Demand 3 Fit
(a) Knowledge of knowledge demand ir Fit of suppliers' knowledge characteristics with
knowledge required
The evidence from both job analysis and cognitive science literatures supports the
prediction that knowledge of knowledge demand will positively influence fit of suppliers'
knowledge characteristics with knowledge required. For example prior knowledge of
cognitive and other characteristics required of applicants for effective job performance
has been shown to be critical to successful candidate selection for particular jobs,
(Harvey, 1991; Schmitt and Chan, 1998; Wilk and Capelli, 2003).According to the
cognitive science literature ( Gigenzerer, 2000; Goldstein& Gigenzerer, 2002) prior
knowledge enables the development of heuristics used for decision making, thus
knowledge of the attributes required of suppliers should positively influence knowledge
supply fit, by enhancing organizational recruiters' decision-making regarding the fit of
candidates' knowledge characteristics with knowledge required.
(b) Knowledge of knowledge demand +Fit of contracts with suppliers' knowledge

characteristics
Knowledge of knowledge demand should similarly assist fit of contracts with suppliers'
knowledge characteristics, in that knowledge of knowledge demand typically emanates
from definitions of job /task requirements as noted in (a) above. Such definitions require
an understanding of the domains and levels of knowledge needed for job performance
and how such knowledge may need to be augmented or shared with others, thereby

informing firms' determination of the most appropriate contractual arrangements and
related HR practices (see comments on the latter in (c) below). For example using agency
theory Eisenhardt (1985,1989) notes how the programmability of a task influences the
ease of measuring job behaviour, thus leading to firms choosing performance-based
contracts for jobs where task behaviour can be well specified in advance, versus
behaviour-based contracts where tasks cannot be so well defined. Similarly Tsui et a1
(1995, 1997) using an 'employee-organization relationship' (EOR) perspective suggest
that for jobs where employee contributions can be well specified in advance, contracts
providing short term economic inducements are likely to be more appropriate than
contracts providing long term social and economic inducements.

Knowledge of knowledge demand also enhances firms' ability to predict future
knowledge and training needs, thus enabling better contract-knowledge fit over time.
Using a knowledge-based perspective Matusik and Hill (1998) suggest that the
characteristics of knowledge requirements should enhance organizations' decisions as to
the level of flexibility required in contract terms e.g. demand for fast changing generic
technological knowledge may favour contingent work arrangements, so as to facilitate
knowledge growth while maintaining organizational flexibility. From a strategic human
resource management (SHRM) perspective Lepak and Snell(1999) note that
requirements for firm-specific skills are likely to influence firms' choice of contractual
arrangements e.g. demand for such skills implies a concomitant requirement to provide
firm-related training which can be more readily provided by resources in the firm, thus
favouring internalised work arrangements.
(c) Knowledge of knowledge demand

+HR practice -contract$t

The prediction that knowledge of knowledge demand should positively influence fit
between organizations' HR practices and contracts fitting suppliers' knowledge
characteristics is consistent with the arguments put forward in (b) above, since HR
practices are typically used to help implement and sustain firms' contractual
arrangements with suppliers. For example knowledge of knowledge demand typically
informs firms' knowledge of supplier monitoring requirements and required economic

inducements, these requirements typically being reflected in contractual arrangements,
which in turn influence choice of HR, such as performance appraisals, incentives and
rewards (Tsui et al, 1997; Lepak and Snell, 1999). Similarly knowledge of knowledge
demand typically enables the levels of expertise required of suppliers being reflected both
in contractual arrangements relating to suppliers' potential career development and
associated HR practices relating to training and development (Lepak and Snell, 1999).
More generally the literatures on human capital (Becker, 1964) and personnel psychology
(Jackson, Schuler and Rivero, 1989), suggest that understanding organizational
knowledge requirements enables HR practices such as recruitment, training, performance
appraisal, incentives and rewards to be designed so as optimise selection, use and
development of human capital.
J2) Knowledge availability+ Fit

(a) Knowledge availability 9Fit of suppliers' knowledge characteristics with knowledge
required

The relationship predicted in the theoretical model between availability of suppliers with
knowledge required by organizations and probability of fit of suppliers' knowledge
characteristics to organizational knowledge needs is based on the assumption that, ceteris
paribus, the greater the availability of suppliers with the required knowledge the greater
the probability that firms will obtain the suppliers they need. It is also supported by the
empirical evidence contained in analyses of demand supply relationships in labour
markets (Meulders et al, 1994; Carnoy, Castells and Benner, 1997; Judy and D7Amico,
1997; Brinkley, 2006).
(b) Knowledge availability 9Fit of contracts with suppliers' knowledge characteristics

The prediction that knowledge availability will positively influence knowledge-contract
fit is based on the importance of knowledge value in determining contractual
arrangements and the importance of knowledge raritylscarcity in determining knowledge
value.

The importance of knowledge value in determining contractual arrangements is supported
by current perspectives on strategic HR management ( Jackson, Schuler and Rivero,
1989; Becker et al, 2001; Lepak and Snell, 1999,2002) psychological contracts
(Rousseau, 1989, 1995; Rousseau and Shperling, 2003) social exchange theories ( March
and Simon, 1958; Blau and Scott, 1963; Blau 1964) and employee - organization
relationships (Tsui et a1,1997; Shore et al, 2004), which suggest that the differential value
of human capitallknowledge will significantly influence firms' relationships with
suppliers, thus contracts between them.
The value of knowledge, as any other resource, is function of its utility and rarity (Boisot,
1998; Peteraf and Barney, 2003) and rarity is determined by availability. Given its role in
helping determine knowledge value, knowledge availability can therefore be expected to
influence contractual arrangements. In conditions of high knowledge availability for
example firms are likely to have high bargaining power relative to suppliers (Porter,
1980, 1985) thus offering them significant scope for optirnising contractual terms and
conditions to reflect suppliers' (constant) knowledge utility but ( decreasing) knowledge
rarity. Conversely in conditions of low knowledge availability firms, having less
bargaining power relative to suppliers, are likely to need to offer them contractual
inducements that, while reflecting suppliers' (increasing) rarity may over compensate
them in terms of their (constant) utility, thus reducing contract fit. These considerations
lead to the prediction that knowledge availability will positively influence knowledge contract fit.
(c) Knowledge availability

+HR practice

-

contract fit

The justification for the proposition that knowledge availability should positively
influence fit of HR practices with contracts fitting suppliers' knowledge characteristics is
essentially the same as that for (b) above, in that as noted earlier firms typically use HR
practices to help implement and sustain contractual arrangements with suppliers. The
influence of suppliers' knowledge value in determining appropriate HR practices is also
supported by the literature on strategic HR management (Lepak and Snell, (1999,2002)
psychological contracts (Rousseau, 1995; Rousseau and Shperling, 2003) social exchange

(March and Simon, 1958; Blau, 1964) and employee - organization relationships (EOR)
(Tsui et al, 1997; Shore et al, 2004).
As with contracts the differential effects on the bargaining power of firms and their
suppliers caused by varying levels of knowledge availability from suppliers in the
market are also expected to influence HR practices, since such practices reflect
contractual arrangements. Thus it can be predicted that knowledge availability will also
positively influence HR practice - contract fit.
(3) Knowledge of knowled~es u v v l ~vrocesses+Fit

(a) Knowledge of knowledge supply processes i,Fit ofsuppliers ' knowledge
characteristics with knowledge required.
Knowledge of knowledge supply processes implies an understanding of the strategic
value of suppliers' knowledge to achieving organizational objectives thus OE, plus an
understanding of the contractual arrangements best suited to attracting and retaining
suppliers consistent with the strategic value of their knowledge. Firms' understanding of
these supply processes should help them assess the fit between suppliers' knowledge and
their strategic requirements and thus positively influence fit, in the same way that
understanding functional knowledge demand (see l(a) above) is predicted to positively
influence supply fit with f m s ' functional knowledge needs (Ashcraft, 2002; Harvey,
1991; Schrnitt and Chan, 1998; Wilk and Capelli, 2003). While acknowledging that
organizations may not act on their knowledge, as reflected for example in Pfeffer and
Suttons' (2000) concept of a "knowing doing gap," organizational survival and success
has been shown to depend on knowledge use not merely possession (Penrose, 1959).
Thus it is reasonable to infer that organizations will tend to use their understanding of
knowledge supply processes to optimise fit of suppliers' knowledge characteristics with
the organizations' strategic requirements.

The influence of knowledge of knowledge supply processes on fit may be thought to
overlap to some extent with the influence of knowledge of knowledge demand on fit (see
(la) above). The key distinction between the constructs and their influences on fit is that

the former involves understanding an organizations' functional knowledge requirements
i.e. knowledge domains and levels, whereas the latter involves understanding (a) an
organizations' strategic knowledge requirements i.e. knowledge value, and (b) the
implications of the differential value of suppliers' knowledge for determining contractual
arrangements, and thus the HR practices necessary to support and sustain those
arrangements. While processes associated with understanding functional and strategic
knowledge needs may in practice interrelate or overlap, segmenting the two constructs
helps clarify their separate influences on fit.

(b) Knowledge of knowledge supply processes +Fit of contracts with suppliers'
knowledge characteristics
Knowledge of knowledge supply processes entails f m s understanding the contractual
arrangements best suited to optimising the value of suppliers' knowledge, thus using the
same arguments as in 3(a) above for firms' acting upon the knowledge they possess,
knowledge of such processes is seen as positively influencing fit of contracts with
suppliers' knowledge characteristics.
(c) Knowledge of knowledge supply processes

+HR practice

- contractfit

Since, as noted above, firms typically use HR practices to help implement and sustain
contractual arrangements with suppliers, f m s ' knowledge of knowledge supply
processes, including knowledge of contractual arrangements best suited to optimising the
value of suppliers' knowledge should positively influence fit of HR practices with
contracts fitting suppliers' knowledge characteristics. This prediction is also supported by
the same arguments as proposed in 3(a) above for firms' acting upon the knowledge they
possess.
(4) Knowledge supply flexibility +Fit

(a) Knowledge supplyflexibility 9 Fit of suppliers' knowledge characteristics with
knowledge required.
Knowledge supply flexibility is predicted to positively influence fit of suppliers'

knowledge characteristics with organizational knowledge requirements, since it
represents a dynamic capability to reconfigure knowledge resources and organizational
practices (Teece, Pisano and Shuen, 1997; Eisenhardt and Martin, 2000; Teece, 2000),
thus overcoming the problems of knowing a priori what appropriate fit is (Shore et al,
2004) and of maintaining fit despite changing environmental demands (Milliman et al,
1991;Wright and Snell, 1998; Wright, Dunford and Snell, 2001). While knowledge
supply flexibility does not guarantee fit of suppliers' knowledge characteristics with
knowledge required, since other unrelated factors may adversely influence such fit, it is
seen as necessary to knowledge growth ( Matusik and Hill, 1998) and to avoiding core
competences turning into core rigidities ( Leonard, 1995), thereby reducing the potential
for erosion of fit over time.
(b) Knowledge supply flexibility +Fit of contracts with suppliers' knowledge

characteristics
The dynamic capability provided by knowledge supply flexibility implies an ability to
achieve and sustain flexibility of organizational practices, including contract management
practices. Flexibility of contract management practices enables fit of contractual modes
and relationships with suppliers' knowledge characteristics to be achieved and sustained
despite changes that may occur over time in the relative utility or rarity of suppliers'
knowledge. Thus knowledge supply flexibility should positively influence the fit of
contracts with suppliers' knowledge characteristics.
(c) Knowledge supply flexibility

+HR practice - contractjt

As with 4(b) above knowledge supply flexibility entails implies flexibility of practices,
such as HR practices to achieve alignment with contractual arrangements fitting
suppliers' knowledge utility and rarity, plus an ability to reconfigure such practices to
match changes in contracts resultant from changes in these knowledge characteristics.
Thus knowledge supply flexibility should positively influence the fit of HR practices with
contracts fitting suppliers' knowledge characteristics.

Conclusion
Consideration of the above factors led to the first proposition that is investigated in this
thesis:

Proposition 1: Knowledge of knowledge demand, knowledge availability, knowledge of
knowledge supply processes and knowledge supply flexibility will positively influence

fit

3.3.2.2 Stage 2: From 'Fit' to 'Maximising Value from Fit'
The model posits an intervening process by which fit leads to organizational
effectiveness. Two elements identified as critical to this process were:

-

individual suppliers' willingness to contribute their knowledge

-

organizations' ability to appropriate the benefits of individuals' knowledge.

(I) Individuals' willingness to contribute
Human knowledge is embodied and largely tacit, thus individuals have considerable
discretion, within the bounds of their internal cognitive capabilities and subject to
external constraints such as job requirements, over how and to what extent they actually
use their knowledge to help create value for the organizations for which they work
(Nonaka and Takeuchi, 1995; Blackler, 1995; Grant, 2002).
The model posits that individuals' willingness to contribute their knowledge to
organizational value creation is indicated by their behaviours in terms of job
performance. While there is significant evidence of individuals' affective commitment, as
reflected in attitudinal surveys influencing their behaviours (Porter, Crampon and Smith,
1976; Mowday, Steers and Porter, 1979) evidence of willingness to contribute in practice
is more tangibly indicated by actual workplace behaviours. In addition to task
performance, which is generally perceived as central to job performance, three additional
behavioural factors frequently cited in the literature as contributing to overall job
performance and validated in other empirical studies viz. continuance, attendance, and

organizational citizenship behaviour(0CB) are also specified in the model as behavioural
components of willingness to contribute (Allen and Meyer, 1990; Tsui et a1,1997; Van
Dyne, Graham and Dienesch, 1994; Organ and Ryan, 2001 ;Hislop 2003.) From a job
performance perspective willingness to contribute is thus indicated by behavioural
'inputs' i.e. continuance, attendance and OCB and by behavioural 'outputs' i.e. task
performance.
In terms of its relevance to theory building individuals' willingness to contribute may be
viewed as a negative proxy for opportunistic behaviour(Williamson, 1979, since the
latter construct as noted earlier involves [guileful] self-interest whereas the former
involves subordination of self-interest to the broader interests of the collective.
Incorporating the willingness to contribute construct in a knowledge-based approach to
theorising about firms' mix of resources thus helps address one of the major criticisms of
KBT noted in Chapter 2 (Foss and Klein, 1995; Dosi and Marengo, 1999; Phelan and
Lewin, 2000) that it has tended to ignore opportunism.

(2) Organizations' ability to appropriate the benefits of individuals' knowledge
The second leg of maximising value from fit is seen as organizations' ability to
appropriate the benefits of their suppliers' knowledge. Organizations cannot own
knowledge only individuals can, thus organizations must focus on appropriating the
benefits that can be derived from their limited property rights to suppliers' knowledge i.e.
rights of use(Burton-Jones, 1999). Such benefits typically derive from using suppliers'
knowledge to create rent generating products and services or strategic assets (Amit and
Schoemaker, 1993) that bestow a competitive advantage and thus potential future rents.
Strategic assets include dynamic capabilities (Teece, Pisano and Shuen, 1997)
organizational routines (Nelson and Winter, 1982) and organizational knowledge creation
capabilities (Nonaka and Takeuchi, 1995).
In addition to the constraints imposed by firms' limited rights to suppliers' knowledge
their ability to appropriate benefits from its use is further constrained by the idiosyncratic
and often tacit nature of suppliers' knowledge (Quinn, 1992; Spender, 1996; Liebeskind,

1996; Grant, 1996a, 1996b; Nahapiet and Goshal, 1998), implying the need for policies
and procedures to be specifically designed to aid organizational appropriation. Key
components of organizations' knowledge appropriation capabilities as defined in the
theoretical model include use of policies and procedures to enhance knowledge sharing
and knowledge embedding within organizational routines and systems, thus decreasing
dependence on individual suppliers (Grant, 2002), plus polices and procedures designed
to retain key individuals and enable succession planning (Cohen and Levinthal ,1990;
Amit and Schoemaker, 1993; Collis and Montgomery, 1995; Eisenberger et al, 2004;
Wade and Hulland, 2004).

Proposed relationships between constructs
A justification is provided below for the proposed causal relationship between each of the
three components of "fit" and each of the two constructs representing "maximising value
from fit".

(1) Individuals' willingness to contribute their knowledge (willingness to contribute)
(a) Knowledge supply fit +Willingness to contribute

The prediction that knowledge supply fit positively influences willingness to contribute is
based in part on self-efficacy theory (Bandura, 1977, 1986). According to Bandura
(1986) individuals tend to select tasks and activities which they judge themselves
competent to perform and avoid those they consider themselves less competent to
perform. Stajkovic and Luthans (1998) note that specific self efficacy beliefs i.e. an
individual's belief that slhe can perform a particular task in a particular social context is a
significant predictor of job performance. As noted earlier knowledge supply fit occurs
over time, not merely at a point in time, which implies continuous appraisal of
individuals' competencies. As a result evidence of fit is available to suppliers over time
and in various ways e.g. from their personal assessment of job requirements, from
comments expressed by firms' management during hiring, contracting and performance
appraisal processes and from interaction with co-workers. These internal and external
inputs should inform individuals' appraisal of their specific self efficacy and in turn their
willingness to contribute through job performance.

(b) Knowledge-contract fit 9 Willingness to contribute

Knowledge-contract fit i.e. fit of contracts with suppliers' knowledge characteristics, is
predicted to have a positive influence on willingness to contribute, since it implies
contractual terms that optimally fit suppliers' knowledge. Such fit enables the firm to
have greater certainty in framing contractual arrangements, thus explicitness regarding
important issues to the supplier e.g. regarding future career development prospects,
thereby reducing the risk of ambiguity that might otherwise lead to later conflicts
(MacNeil, 1985; Sels et al, 2004). Congruence of expectations between contracting
parties has been shown to be a critical component of the psychological/implicit contract
and a key factor in motivating workers to engage in positive discretionary behaviours
(Rousseau and Mclean Parks, 1993; Rousseau, 1995) and improve allocation of their
resources and efforts (Wolfe Morrison and Robinson, 2004). Disambiguity and
transparency of intentions in contracts has been shown to promote positive discretionary
behaviour by suppliers even where the future relationship is deliberately left open e.g. as
shown in the success of the 'up or out' system practised in many professional firms
(Burton-Jones, 1999) and similar 'symbiotic' relationships (Lepak and Snell, 1999).
(c) HR practice

- contract fit

+ Willingness to contribute

Fit of HR practices with contracts fitting suppliers' knowledge characteristics implies
maintaining congruence of job design, incentives, training, performance appraisals and
other practices with organizations' evolving needs, including changes in job-knowledge
requirements that may occur over time (Lepak and Snell, 1999). Such practices are
predicted to have a generally positive influence on willingness to contribute for
essentially the same reasons as given in (b) above i.e. by aiding transparency of
relationships and maintaining congruency of mutual expectations they promote positive
discretionary behaviours and reduce negative or inefficient allocation of resources and
efforts ( Huselid, 1995; Macduffie, 1995; Wolfe Morrison and Robinson, 2004). As
noted in (a) HR practices such as performance appraisals also provide suppliers with
evidence of their knowledge supply fit. Fit of HR practices with suppliers knowledge

characteristics should enhance the accuracy and relevance of such appraisals and thus
assist supplier self efficacy, in turn positively influencing their willingness to contribute.

General comment
It is worth noting here that Tsui et al's (1 997) findings that investment in training and
employment security has a major effect on job performance despite variations in
suppliers' educational levels might suggest that willingness to contribute is as likely, or
possibly more likely to be influenced by such investments as by factors associated with
suppliers' knowledge. While organizational investment in training and security may have
such beneficial effects they do not negate the benefits obtainable from knowledge factors.
Such practices may also lead to overinvestment (a feature noted by Tsui et al), in which
cases a proportion of the benefits, instead of flowing to the firm may be appropriated by
the firm's suppliers. This consideration highlights the need for a balance between
individuals' willingness to contribute and firms' ability to appropriate the benefits of their
contributions - (see (2) below).
(2) Organizations' ability to appropriate the benefits of individuals' knowledpe (ability to
appropriate)
(a) Knowledge supply fit +Ability to appropriate
As noted earlier appropriation involves using suppliers' knowledge for organizational
benefit e.g. in developing organizational routines (Nelson and Winter, 1982), maintaining
knowledge-product congruence (Grant, 1996a), assisting organizational knowledge
creation (Nonaka and Takeuchi, 1995) and creating combinative capabilities (Kogut and
Zander, 1992). Knowledge supply fit is predicted to positively influence organizations'
ability to appropriate the benefits of individuals' knowledge, because effectiveness of
knowledge use depends on fit of suppliers' knowledge with organizational needs (see
l(a) and l(b) above). Knowledge supply fit with organizational needs should ensure
similar levels and quality of required domain knowledge among groups of suppliers
engaged in similar tasks, thus reducing firm dependency on particular individuals and
increasing appropriation scope through the homogeneous nature of the knowledge of
individuals in the groups. Having similar domains and levels of knowledge among

suppliers should reduce knowledge 'stickiness' (Von Hippel, 1994) and aid absorptive
capacity (Cohen and Levinthal, 1990), thus increasing the pool of common knowledge
over time, and thereby also increasing both knowledge value and appropriation scope.
(b) Knowledge - contract fit

+Ability to appropriate

The logic for the posited relationship between knowledge - contract fit and firms' ability
to appropriate the benefits of individuals' knowledge is based on the notion that firms
cannot own their human knowledge assets. Thus appropriating the benefits derivable
fi-om them depends upon the relative bargaining power of firms versus their suppliers,
typically reflected in the contractual arrangements between the parties (Coff, 1999;
Burton-Jones, 1999). Knowledge -contract fit implies the strategic value of suppliers'
knowledge to the firm is recognised and reflected in contractual arrangements so as to
optimise its potential use and thus benefits to the firm. For example contractual
arrangements as noted in 1(a) above may vary from long term social and economic
relationships with suppliers having high value knowledge, to short term largely economic
exchanges with suppliers of less valued knowledge, (Tsui et al, 1997). Contractual
modes and relationships( Lepak and Snell, 1999) offer scope for different appropriation
mechanisms to be incorporated in contracts e.g. for suppliers of high value knowledge
continuance of employment and team based incentives may be used to stimulate
creativity ( Nonaka and Takeuchi, 1995) and improvisation (Kamoche and Cunhe, 2003)
thus helping to build organizational memory (Walsh and Ungson, 1991) and dynamic
capabilities ( Teece et al, 1997), whereas for suppliers of less valuable knowledge short
term personal productivity oriented contracts may be used to ensure knowledge is used to
gain more immediate benefits for the firm (Tsui et a1 1997, Lepak and Snell, 1999).
(c) HR practice - contract fit +Ability to appropriate
As noted in l(c) above fit of HR practices with contracts fitting suppliers' differing
knowledge characteristics is predicted to positively influence suppliers' willingness to
contribute by differential use of practices, such as job design, training, performance
appraisals, and incentives, which both acknowledge suppliers' individual knowledge
characteristics and learning needs and their relevance and value to the firm. HR practice -

contract fit is predicted to positively influence firms' ability to appropriate in a similar
manner e.g. for suppliers of high value knowledge firms typically enter into agreements
that entail provision of training and incentives to help build unique, firm-specific skills
(Becker, 1964; Lepak and Snell, 1999) thereby reducing supplier mobility (Barney, 1991)
increasing supplier knowledge - product congruence (Grant, 1996a) and leveraging
organizational bargaining power (Coff, 1999). All these measures are conducive to
creating rent generating strategic assets capable of providing a competitive advantage
(Amit and Schoemaker, 1993). Similarly, for suppliers of low value knowledge firms
typically enter into agreements that entail provision of job-specific training, compliancebased performance appraisals and personal productivity-based incentives and rewards
(Lepak and Snell, 1999), measures typically conducive to achieving short term revenue
and profitability goals. Aligning HR practices with contracts that fit suppliers' knowledge
characteristics may also help sustain f m s ' already appropriated advantages e.g. by
protecting valuable firm processes from expropriation through designing jobs so that
suppliers' access to firm process elements is appropriate to their value and relationship
with the firm (Liebeskind, 1996).
Conclusion
Consideration of the above factors led to the second proposition that is investigated in
this thesis:
Proposition 2: Knowledge supply fit, Knowledge - contractfit and HR practice contractfit wiIlpositively influence the willingness of individual suppliers to contribute
their knowledge and organizations' ability to appropriate the benefis of their
knowledge

3.3.2.3 Stage 3 From 'Obtaining Value from Fit' to 'Organizational Effectiveness'

Organizational effectiveness has been the subject of a wide variety of definitions
(Georgopoulos and Tannenbaum, 1957; Campbell, 1977; Quinn and Rohrbaugh, 1983;
Wiener, 1988; Doty et al, 1993). According to Scott (1977, 1998) organizational
effectiveness can be reduced to three basic types: the rational systems model focusing on

the productive efficiency of the organization, the natural systems model which considers
both the production function and the activities required to maintain it, such as morale and
cohesion and the open systems model which includes system-elaborating as well as
system maintaining functions. This latter model emphasises adaptability and resource
acquisition. For the purpose of the research model organizational effectiveness refers to
the extent to which an organization achieves its objectives, including those associated
with the rational systems, natural systems and open systems models. This definition
implies that OE can encompass the differing and sometimes conflicting conceptual
orientations that typically exist within organizations e.g. to be both cohesive and
productive or stable and flexible (Quinn and Rohrbaugh, 1983) and ensures its relevance
to any organizational type, including both for profit and not for profit organizations.
Organizational effectiveness is generally considered to be synonymous with
organizational performance (Donaldson, 200 1) and these terms are used interchangeably
in the context of the research model.
Proposed relationships between constructs
(a) Willingness to contribute 9 Organizational Effectiveness

Organizational effectiveness implies achievement of organizational objectives. Such
achievement requires use of resources, of which human knowledge is frequently cited as
the most important (Penrose, 1959; Drucker, 1966; Barney, 1991;Grant, 1996a; Spender,
1996). Organizational use of human knowledge as noted earlier is significantly dependent
upon individuals' willingness to contribute it through their continuance, attendance,
organizational citizenship behaviour, and task performance in the conduct of their jobs.
Willingness to contribute is thus seen as directly and positively influencing OE.
(b) Ability to appropriate 9 Organizational Effectiveness

As noted above the ability of firms to appropriate the benefits of suppliers knowledge by
developing strategic rent generating assets has been shown to be key to their achieving a
competitive advantage (Amit and Schoemaker, 1993) an important component of OE.
According to Coff (1999) organizational performance is the result of a 'two stage game'
involving rent generation and rent appropriation. While the theoretical model predicts

that suppliers' willingness to contribute will positively influence OE, suppliers also
compete to some extent with the firms they work for (Scarbrough, 1999) to maximise
their individual shares from the 'nexus of rents' generated by their contributions (Coff,
1999,2003). The ability to develop strategic rent generating assets, by using individuals'
knowledge to build organizationally owned routines and capabilities, improves
organizations' ability to maximise the proportion of the economic rents they appropriate
from the nexus, thereby enhancing OE.
Conclusion
Consideration of the above factors led to the third and final proposition that is
investigated in this thesis
Proposition 3: Suppliers' willingness to contribute their knowledge and organizations'
ability to appropriate the benefits of the suppliers' knowledge will positively influence
organizational effectiveness

3.4 Conclusion
This chapter presented the research question, described the research model and discussed
how it uses knowledge-based theory. It also provided a rationale for the choice of
variables in the model and a justification for each of the three key propositions in the
model. The following comments are intended as a brief summary of the main points
covered, plus an assessment of the potential contribution of the proposed research.
The research question addresses unresolved issues noted in Chapter 2 regarding how
organizations' mix of internal and external human resources influences organizational
effectiveness and the role of knowledge-based theory (KBT) in explaining this
relationship. In terms of the scope of the research question while a knowledge-based
perspective is seen as necessary to explain these phenomena it is not assumed to be
sufficient; this thesis merely represents another and hopefully useful perspective to help
explain these complex issues.

The scope of the thesis is intentionally limited to 'explanation', rather than
'understanding' as in an interpretative study, or 'emancipation' as in an action research
study. The single major assumption is that knowledge is assumed to be embodied in
people rather than in other forms, thus the research focuses on human resources. It does
however also peripherally examine the causal relationships between human knowledge
and other forms of intellectual capital, in particular organizational systems and brands
(details of which are provided in Chapter 4: Methodology). Organizations are assumed to
include both large and small organizations, from business units to companies and both
'for profit' and 'not for profit' organizations.
The research model uses KBT in two principal ways: firstly to determine what factors
influence an organization's ability to obtain the mix of human resources it needs to
accomplish its objectives and secondly to determine what factors influence an
organization's ability to achieve its objectives given its particular mix of human
resources. In both respects the model is seen as representing an advance on previous
relevant theories, e.g. Lepak and Snell(1999), Tsui et a1 (1995, 1997) not only through its
use of KBT, but by identifying and explaining key factors determining fit of human
resources with firms needs and how fit leads to organizational effectiveness.
Consistent with other theorists investigating similar phenomena, including Lepak and
Snell (1999) and Tsui et a1 (1995, 1997), t a 'fit' approach is adopted, however by
incorporating flexibility as a key antecedent to fit of resources with organizations' needs
the research model complements and extends existing theoretical approaches to
organizational resource alignment. It also avoids the weaknesses often noted in relation to
fit models of assumptions of static rather than dynamic fit and presence of perfect
information about the future (Milliman, 1991).
In determining what factors influence organizations' ability to achieve their objectives
given their particular mix of human resources the model focuses on two elements:
individuals' willingness to contribute their knowledge and organizations' ability to
appropriate the benefits of individuals' knowledge. In both respects the model represents

an advance over previous theorising. For example the need to acknowledge the
discretionary element in individuals' knowledge contributions is well attested to in the
literature (Nonaka and Takeuchi, 1995; Scarbrough, 1999; Blackler, 1999, however the
relationship between fit of human resources with organizations' needs and willingness of
those resources to contribute to organizational performance through applying their
knowledge (as explored in this research model) has to date been relatively under
researched. Similarly the difficulty of organizations' appropriating the benefits of
individuals' knowledge due to its embodied and often tacit nature has been frequently
described (Quinn, 1992; Spender, 1996; Liebeskind, 1996; Grant 1996a, 1996b; Nahapiet
and Goshal, 1998). In this context theorists have noted the importance of work contracts
that give them a degree of control over the use of suppliers' knowledge, (Alchian and
Demsetz,1972) and policies and procedures designed to assist them to appropriate the
rents from such use (Coff, 1999,2003; Kamoche and Cunha, 2003). Despite these and
similar research studies the relationship between fit of suppliers with organizations'
needs and organizations' ability to appropriate the benefits of suppliers' knowledge, as
described in the research model, has to date been little explored. The model thus also
breaks new ground in these areas.
Having defined and explored the antecedents to fit of suppliers with organizations' needs
and how fit influences organizations' ability to maximise the value of suppliers'
knowledge, the model describes the final link in the causal chain between maximising
value and organizational effectiveness. In this stage the model again goes beyond
previous research e.g. the research conducted by Lepak and Snell(1999,2003), which
while implying that fit of human resources with organizations' needs, contracts and HR
practices should improve performance does not show how this is achieved, whereas this
research model posits specific mechanisms to account for performance variations.
Similarly the model advances research into the performance effects of differing employee
organization relationships (Tsui et a1 1995, 1997) by extending the study of cause-effect
relationships from employee performance to organizational effectiveness.

In conclusion, the research question and associated research model and propositions, as
outlined in this chapter, are seen as addressing a number of unresolved issues in the
literature regarding firms' human resourcing practices and the relevance of KBT to
explaining and predicting such practices. The approach taken is seen as benefiting
research and practice in a number of areas, including the role of key factors, such as
flexibility in influencing fit of internal and external human resources with organizational
needs, how fit influences organizations' ability to maximise the value of their suppliers'
knowledge, and the mechanisms by which maximising value leads to organizational
effectiveness. Issues intentionally not addressed in this chapter relate to the
methodologies used to conduct the research. These are examined in the next chapter:
Chapter 4.

Chapter 4
Research Methodology
4.1 Introduction
The theory developed in this thesis has been empirically tested using case study methods.
The case study methodology was chosen for two primary reasons:
1. The proposed theoretical model is new and case studies are particularly beneficial
for building and refining new theory (Eisenhardt, 1989; Brown, 1997; Zikrnund,
2000).

2. Knowledge-based theories are often best studied through qualitative means
because the knowledge includes tacit dimensions (Polanyi, 1966) that are difficult
to capture through quantitative means such as survey questionnaires. As Von
Hippel (1994) argues, much knowledge is 'sticky,' or difficult to express. It is
more likely that such knowledge can be transferred through face-to-face
interviews rather than remotely administered survey questionnaires.

A more specific rationale for the case study approach was that it should provide evidence
for how changes in contracts or different degrees of fitlnon-fit lead to increases or
decreases in organizational effectiveness, rather than merely providing correlations.
Lepak and Snell(2002), for example found empirical support for their "HR architecture"
concept. As their study was cross-sectional however, it could provide no evidence of
causality, i.e. the process by which changes in the HR architecture led to changes in
performance.
As Wright, Dunford and Snell, (2001, p709 italics not in the original) state, the field has
very little knowledge of the actual processes by which resource configurations lead to
performance outcomes:
"...giventhe single informant, cross sectional surveys inherent in much of this research,
one cannot rule out alternative explanationsfor thejndings ...This raises the possibility
that research purporting to support the RBV through demonstrating a relationship

between HR andperformance may result from spurious relationships or even reverse
causation"

4.2 Research Design
Because knowledge-based perspectives of work sourcing have not been examined
extensively in the literature, the case study was viewed as likely to afford a revelatory
opportunity to examine such phenomena in depth (Yin, 2003). I chose two cases rather
than one to give me opportunities for comparison and analysis, thus helping me obtain
more accurate and generalizable findings (per Miles and Hubennan, 1994). I chose two
cases rather than a larger number to ensure that in-depth data collection was feasible from
each case.
4.3 Case Selection

Two approaches to the multiple case designs could have been adopted (studying two
divisions or business units of one organization, or studying two organizations that have
similar divisions or business units). In this study the latter approach was adopted, the
study being based on two 4.5 star inner city hotels each located in Brisbane, Australia,
and each a member of a different hotel group. To preserve confidentiality the two hotels
are referred to throughout this report as hotel A and hotel B. The main reason for
choosing hotels from different hotel groups was that in the case of each hotel many HR
decisions were made at the group level, making an intra-organizational level study more
difficult and potentially less revealing.
The selection of hotels as cases to study, rather than organizations from other industries
or from the public sector was based on two main factors. First, while highly dependent on
human resources much hotel work has traditionally been classified as 'blue collar' or
'low knowledge intensive'. Using knowledge-based theory in such an environment
offered a revelatory opportunity (per Yin, 2003) to show that KBT is not limited to
industries and organizations characterised as 'white collar', 'knowledge-intensive' or
employing 'knowledge-workers' (see Chapter 2). Second, the globalised and standardised
nature of hotel operations has led to the ready availability of rankings of hotel

accommodation and facilities from experienced and impartial third parties such as travel
and tourist agencies (Medlik and Ingram, 2004). Access to such information facilitated
choice of hotels that were similar in structure, quality and location, thus enabling relevant
comparisons to be made between each hotel in terms of both fit and effectiveness (see
external validity below). Data was also collected to verify that the two hotels studied
were maximally similar on contextual variables such as mission, culture, structure, etc.
This approach ruled out the potential for competing hypotheses (or correlated omitted
variables).

4.3.1 Hotel Informants
Quantitative and qualitative data relating to the three research propositions was obtained
during the course of the study from the heads of six departments in hotel A and 9
departments in hotel B as shown in Table 4.1 :

Table 4.1: Informants from hotel departments
Hotel A Departments

Hotel B Departments

Food and Beverage ( F&B)

Food Services
Bars

Front Office

Front Office

Function Sales

Conference Sales

Housekeeping

Housekeeping

Kitchen

Kitchen

Maintenance

Maintenance
Business Development
Finance

The Food and Beverage function as provided in hotel A was divided between two
departments in hotel B. The Front Office, Function Sales (hotel A) Conference Sales
(hotel B), Housekeeping, Kitchen and Maintenance departments performed the same

functions in each hotel. A significant amount of additional qualititative data was obtained
from the General Managers (GMs) in both hotels and also from the group General
Manager (group GM) in the case of Hotel A. Data collection methods are described in 4.4
below. Appendix B contains detailed qualitative comments from informants responsible
for the various departmental functions in the two hotels, which collectively convey a
picture of job functions and associated knowledge elements. The relevance of the
qualitative data to the thesis propositions is identified in the annotations to their verbatim
comments and in the accompanying analytical summaries.
During the additional exploratory investigation conducted after the end of the study
proper qualitative and quantitative data was obtained from two consultative panels
comprising the group GM, group heads of Finance and HR and the hotel GM in the case
of hotel A and the hotel GM, head of HR, head of Finance and head of Business
Development in hotel B.
As noted by Miles and Huberman (1994) high complexity studies with more than 15
cases can become unwieldy. The large number of individual departments included in the
study provided a rich variety of data sources for sampling purposes, yet keeping the total
number of departments to 15 ensured the process did not in practice become too
unwieldy. While the study primarily used qualitative methods the number of cases also
enabled some quantitative analyses of findings to be conducted, thus potentially
strengthening their validity and reliability (Yin, 2003). The quantitative findings can only
be indicative, particularly for hotel A given its lesser number of departments,
nevertheless when the quantitative data is combined from the two hotels they provide
useful additional evidence to support or refute the proposed model.
4.4 Overview of Data Collection Methods

Because of the complexity of the data gathering used in the thesis (i.e., a large amount of
data collected from multiple cases using multiple methods) this section provides an
overview of the research methods to conduct the case studies, including a description of
the types of instruments used and procedures followed for data collection and analysis.

Section 4.5 below provides a more detailed description of the research methods used to
test each stage of the theoretical model.

Following negotiations with the management of the two hotel groups the research study
at the hotels commenced in July 2004 and the main data collection phase was completed
in April 2005. Over the next 7 months the results of the data collection were analysed and
during this period further meetings and discussion were held with hotel management to
cover outstanding queries and review emergent findings. The data collection was finally
concluded in November 2005. Conducting the data collection over such a long period

(17 months) helped me to collect rich and detailed measures of the constructs and
relationships in the theoretical model, consistent with the recommendation of recent
studies (Wright et al. 2002 [re citation earlier]).

Data collection was focused on sets of job functions e.g. hotel departments and individual
job functions e.g. jobs within those departments. For example to measure the construct
called knowledge availability in the research model, an informant could be asked to
discuss the availability of suppliers with the knowledge required to perform a particular
job function. To measure constructs in the research model at the department level two
approaches were used(1) for some constructs responses in relation to departmental job
functions were aggregated to yield a department level score and (2) for other constructs
where appropriate a single response was obtained for the department as a whole.
Consistent with the focus on departments and job functions quantitative data based on
responses were only subsequently used for covariation analysis where they were obtained
from department heads, except in a small number of cases where the questionnaire topics
were so strategic or specialist in nature that information could only be reliably supplied
by the hotel GMs and/or a specific department head. Qualitative comments gathered
during the semi structured and unstructured portions of interviews from all informants
including the hotel GMs, the Group GM in the case of hotel A and the department heads
in both hotels were used for subsequent analysis of temporal precedence and other causal
factors. This approach ensured data was obtained from all relevant parties as well as

providing insights on the background to informants' responses to questions and enabling
other possible causal factors to be identified.
Data collection methods were primarily based on face to face weekly interviews between
the researcher and the management and department heads in each hotel plus key
informants at regional and national levels within each hotel group. Hotel documentation
such as job specifications, contracts and management reports were also used to help
triangulate the findings from the interviews.
The interviews involved structured, semi-structured and unstructured interview
techniques (per Yin, 2003). The structured component of the interview involved the
completion of a standard questionnaire for measuring constructs in the theoretical model
which was issued in advance of each meeting. Questions were designed using a 5 point
Likert scale to facilitate measurement and comparison of responses, per Lepak and Snell
(2002). The principal method used for quantitative assessment of responses involved
aggregating the scores from responses to individual questions and groups of questions
from which a mean average score was determined for the questionnaire as a whole. In
most cases this score was later used for covariation analysis however in the case of
knowledge - contract fit and HR practice- contract fit scores obtained from questionnaire
responses were used as inputs to further processes which were used to determine levels of
fit (see sections 4.5.2.2 and 4.5.2.3 below). In the case of the additional exploratory
investigation of organizational effectiveness which followed the study proper the
questionnaire used a percentage scale rather than a Likert scale. Scores from informants'
responses to questions during this investigation were used as inputs to a causal mapping
process, which provided qualitative and quantitative measures of the influence of a broad
range of performance elements, including the hotel workforce, on hotel performance (see
section 4.5.5 below). Copies of all the questionnaires used in the course of the research
are shown in Appendix A. Each questionnaire is accompanied by an explanation of the
methods used to assess responses to it, including worked examples where it was
considered readers would find them helpful.

The semi-structured component of the interview involved face to face discussion about
the questionnaire and the individual's responses to it. This helped me be sure that
informants interpreted the questionnaire in the intended manner (thereby increasing
construct validity and reliability (per Yin, 2003) and helped me discern whether the
proposed theoretical model was incomplete, unclear, or misspecified.

The unstructured component of the interview involved general discussion led by the
individual informant about the main topic(s) of the questionnaire or other issues that he or
she considered pertinent. Like the semi-structured component, this section helped me to
discover whether the proposed theoretical model was incomplete, unclear, or
misspecified.

Interviews with informants were held on average within 3-5 days of their having received
the questionnaires. At the inception of each meeting informants were asked if they had
completed the questionnaires and if they had any immediate comments or queries they
wished to make. If there were any queries these were answered. The purpose of the
questionnaires and definitions and descriptions of key constructs described in the
preamble to each questionnaire were then explained verbally to the informants and if they
had any queries these were answered. Following this process informants were asked for
their responses to the questionnaire. In some cases informants had completed
questionnaires prior to the meeting and in other cases they had not. In both cases
informants were talked through the questions and asked to provide or confirm their
responses as appropriate. Informants were also asked to explain the reasons for their
responses and invited to make any other comments they felt relevant to the questionnaire
topics. Information from hotel documentation obtained during the course of the studies
(see Section 4.5) was also used to prompt questions and aid discussion. All interviews
were tape recorded.

The process of data collection involved approximately 190 hours of face to face
interviews. Over the 7 months of data collection 20 separate questionnaires were used
containing over 300 separate questions, including closed and open ended questions, most

of which needed to be repeated for each of the 85 job functions involved across the two
hotels.
Because the theoretical model proposes causal relationships, I chose research methods
that would enable me to verify whether these causal relationships existed. Although the
notion of causality has long been debated and there is no one accepted way to study or
verify its existence (Salmon, 1998), I followed Cook and Campbell (1979) in adopting
Mill's notion of causality. That is, I assume that a relationship between two factors (e.g.,

X and Y) is causal if

- there is covariation between the factors (e.g., a change in X is associated with a
change in Y)
-

there is temporal variation between the factors (e.g., a change in X is followed by
a change in Y)

-

there are no other causal factors (e.g., X and Y are not caused by a correlated
omitted variable).

Based on the relative strength of the quantitative and qualitative methods, I used
quantitative methods to verify covariation and qualitative methods to verify temporal
variation and an absence of other causal factors.
To test for covariation the patterns of scores within and across hotels were analysed. This
was performed primarily using quantitative techniques (e.g. via non parametric
correlations). To test for temporal precedence the comments made by informants during
the semi-structured and unstructured interview process were parsed to assess whether (via
semantics or logic) they provided evidence that the factors defined as antecedents to the
propositions in the research model temporally preceded them. To test for lack of
confounds three approaches were used: (1) questions were included to explore the
potential existence of other confounding factors (2) informants' stories and descriptions
were parsed to identify potential unidentified constructs, and (3) causal mapping was
used to explore whether the proposed causal process was influenced by other previously
unidentified factors. An overview of the data analyses are contained in the Findings

(Chapter 5) and further detailed information including analyses of transcripts of
informants' comments are contained in Appendix B.
To check on the accuracy of the analysis of qualititative data and provide a measure of
interrater reliability, a university professor was provided with the same transcripts from
which the quotations were selected and asked to perform the same analysis as an
independent coder. The independent coder and the author coded all comments from
informants and the level of agreement between the two sets of scores was high:
Proposition 1 (94%), Proposition 2 (86%), and Proposition 3 (83%). This high level of
inter-rater agreement suggests that the coding scheme was reliable. After performing this
initial coding, all remaining coding differences were reconciled between the two coders
and this final, agreed-upon set of codes was used for the analysis. The major findings of
this analysis are contained in Chapter 5 and further details including analyses of
informants' verbal comments are provided in Appendix B.
When collecting informants' scores for factors in the research model (i.e., the quantitative
data), I always asked questions to verify that informants understood the questions asked.
If there ever was a misunderstanding about the meaning of a question, this would be
resolved prior to recording the scores. This practice helped improve the validity and
reliability of the data (per Yin, 2003; Miles and Huberman, 1994).
Scores were obtained solely from informants' responses except in the case of two
questionnaires as noted in section 4.5 below. In the first case: knowledge - contract fit, as
discussed in section (4.5.2(b)), fit was determined objectively based on my independent
assessment of the fit between suppliers knowledge and contract types. In the second case
HR practice - contract fit, as discussed in (4.5.2(c)), I determined fit objectively based on
a modified version of the procedure used by Lepak and Snell(2002). Using these
objective assessments for some constructs and self-reported measures for other constructs
reduced the potential for the results to be confounded by common methods bias, which
can occur if self-report methods are used for every construct (per Podsakoff et al. 2003).

Although I describe many techniques above that I used to strengthen validity and
reliability, additional techniques that I adopted are discussed below:

(a) Construct validity
Because the theoretical model was new, validated measures of all the constructs did not
exist (to the author's knowledge) in the literature. Where validated measures existed
(e.g., the recently validated measures for strategic value of human capital in Lepak and
Snell, 2002), these were used with appropriate modifications. Collecting data from
multiple interviewees (i.e., rather than just using one key informant in each hotel) as well
as collecting data from responses to semi structured questionnaires, from unstructured
face to face conversations with informants and from documents helped triangulate
findings and thus strengthen construct validity by ensuring that there was no strong
methods bias.

The interview protocol was refined prior to data collection to ensure that the questions
used were as valid as possible. For each questionnaire, questions were initially asked of
the hotel GM in each hotel and his responses used to identify any issues of meaning and
interpretation. Where appropriate other informants outside the hotel from each hotel
group were also consulted to obtain their reactions to the questions. Each hotel
department head was then asked the same set of questions and responses checked to
identify similar issues. Where necessary questions were subsequently modified and
rerun.
Most of the evidence came from the perceptions of individual informants. Two strategies
were used to overcome the potential threat to the research that could arise if informants'
perceptions were biased or inaccurate. First, perceptions were independently obtained
from two informants for constructs where I believed there might be an uneven spread of
knowledge among the informants (Murphy and Deshon 2000). This was done by asking
the hotel GM andlor group GM as well as each hotel department head to give hislher
perceptions about the construct in relation to each hotel department. Second,
documentary evidence was used where available to triangulate the findings from the

interviews. Where significant differences existed between different informants or
between perceptual and documentary evidence, these differences were followed-up and
resolved prior to the analysis of the data.
(b) Internal validity

The study used pattern matching whereby comparisons were drawn within and between
cases to test the theory (Miles and Huberman, 1994). Within-case analysis focused on the
knowledge characteristics, contract types, fit, willingness to contribute, ability to
appropriate and organizational effectiveness across departments within each hotel
separately. Between-case analysis focused on the differences and similarities between
each hotel. Internal validity was achieved through a detailed analysis of each dimension
of causality within each hotel and from a comparison across hotels.

(c) External validity
Case studies achieve external validity by generalizing to theory, not by generalizing to a
population (Yin, 2003, Lee and Baskerville, 2003)). External validity can be achieved
even in single case studies (see Martin et al. 1998; Brown, 1997; Majchrzak et al. 2000).
Multiple case studies are often preferred, however, because they allow theoretical
comparisons to be made between cases (Miles and Huberman, 1994; Robey and Sahay,
1996).
Achieving external validity also depends on the values of background (or boundary)
variables such as differences in time, setting, and place that may moderate the theoretical
relationships (see Lynch, 1999). To control for such factors and to avoid the attendant
risk of confounding variables, the cases (as noted earlier) were chosen to be maximally
similar. In particular, the organizations were studied concurrently (to control for time), in
the same city (to control for place), and had the same general size, structure, and mission
(to control for setting). Unstructured interviews during data collection were used to
ensure that other major background variables were identified and their effects considered
during the research.

(4 Reliability
A case study protocol was used to ensure reliability of data collection (Miles and
Hubeman, 1994). A case study database was used to record data collected during the
research as well as interpretations of the data during each cycle. The data and
interpretations in the case study database form a chain of evidence that can be checked
for reliability of interpretation. Interim reports on the research conducted to date were
submitted to the two hotels periodically and a final check on reliability was made at the
completion of the study to allow key informants to review the study's findings. In
qualitative studies, the subject's verbal responses are used as evidence supporting or
refuting the theory. The individuals who provided these verbal responses were allowed
to verify these statements to ensure that they had not been misquoted or misrepresented.
4.5 Data Collection by Stage
Section 4.4 provided an overview of the research methods used throughout the course of
the case studies. This section provides details of the design of each of the main data
collection instruments used i.e. questionnaires, and also the procedures used for
administering the questionnaires and conducting interviews, by reference to each major
group of constructs in the theoretical model:
- Antecedents to fit

- Fit
- Maximising value from fit

- Organizational effectiveness (OE)
The general principles used to administer questionnaires and conduct interviews as
described in Section 4.4 were applied at each stage, however where variations occurred
these are noted below.
Given the number and size of the questionnaires used in the case studies examples have
been excluded from the text below but they can be found in Appendix A along with
descriptions of how scores were calculated and examples and explanations of quantitative

and qualitative causal maps used in the additional exploration of OE which is discussed
further in Section 4.5.5 below.

4.5.1 Antecedents to Fit
As noted in Chapter 3 four factors were identified in the theoretical model as antecedents
to fit; for ease of reference they are restated here:

- knowledge of knowledge demand: knowledge of what knowledge the organization
requires in functional terms e.g. domains and levels of knowledge required of suppliers
for performing job functions

- knowledge availability: the extent to which suppliers with knowledge the organization
requires exist in the market

- knowledge of knowledge supply processes: knowledge of the strategic value of
suppliers' knowledge to the organization and the contractual arrangements best suited to
attracting and retaining suppliers consistent with the strategic value of their knowledge

- knowledge supply flexibility: the ability of the organization to adapt its knowledge
supply practices to new demands and the ability of theorganization's knowledge
suppliers to adapt to new demands.

(1) Knowledge of Knowledge Demand
The objective of the questionnaire used in relation to this antecedent was to identify and
measure the hotels' knowledge of knowledge required from their respective workforces
to execute job functions. Given the importance of specific domain knowledge to job
functions, as reflected in the job analysis literature (Harvey, 1991; Schmitt and Chan,
1998; Wilk and Capelli, 1998)' items were designed to measure hotels' knowledge of
demand for such knowledge from suppliers and the levels of knowledge required by the
hotels in the relevant domains i.e. the quality and quantity of specific domain knowledge
required.

In order to ensure construct validity the preamble to the questionnaire provided
definitions and examples of key constructs used in it including 'suppliers', 'domain
knowledge' and 'knowledge levels'. Items used to measure knowledge of demand were

divided into two groups: knowledge of knowledge domains and knowledge of knowledge
levels. Within each group items were designed to measure the extent to which informants
(department heads plus the hotel GMs) were aware of and understood their respective
departments'hotels' knowledge demand in terms of (1) domain-specific knowledge and
(2) levels of such knowledge i.e. quality and quantity.

The relevance of domain-specific knowledge to hotel job functions was further confirmed
by reference to documentation used by the hotels such as formal job descriptions which
showed that domain knowledge requirements figured prominently in such requirements.

A copy of the questionnaires used in relation to this antecedent together with details of
the quantitative methods used for assessing responses to them is contained in Appendix A
(see A2. Questionnaire 1 and A3. Questionnaire 2).
(2) Knowledge Availability
The questionnaire used in relation to this antecedent was designed to assess the market
availability of suppliers having the domains and levels of knowledge required by each
hotel as defined in (a) above. The design of the questionnaire was thus informed by the
same criteria and background literature as questions relating to knowledge of knowledge
demand.
Questions were designed to identify knowledge availability from suppliers in internal
labour markets separately from those in external labour markets. Definitions of internal
and external markets were provided in the preamble to the questions along with
definitions of other key constructs. Informants were also reminded in the preamble that
the questions were designed to measure market availability of knowledge required by the
hotels and not, for example, their perceptions of their own awareness and understanding
of such availability (as in the previous questionnaire), nor actual levels of supply
achieved by the hotels, the subject of a later questionnaire.

Items used to measure knowledge availability were divided into two groups, as for
knowledge of knowledge demand in (a) above: availability of domain knowledge and
availability of levels of domain knowledge and, as in (a) above, questions were posed to
informants in respect of their own departments and in the case of the hotel GM the hotel
as a whole.

Documentary evidence including tourist arrivals statistics was used to verify whether the
level of knowledge availability in the market indicated by informants accorded with the
levels indicated by external market research organizations. Where discrepancies existed
these were discussed with informants to determine whether their responses needed to be
modified.
A copy of the questionnaire used in relation to this antecedent together with details of the
quantitative methods used for assessing responses to it is contained in Appendix A ( see
A4.Questionnaire 3).
(3) Knowledge of Knowledge Supply Processes
Questions were asked in relation to this antecedent to measure informants' knowledge of
processes associated with determining the strategic value of suppliers' knowledge to the
hotels and the contractual arrangements best suited to attracting and retaining suppliers
consistent with the strategic value of their knowledge. Questions were based on Lepak
and Snell's (1999,2002) HR architecture and divided into three sets.
The first set of questions examined informants' knowledge of processes associated with
determining the strategic value of suppliers' knowledge to the hotels' achievement of
their objectives and thus OE. Choice of measures to determine suppliers' knowledge
value were influenced by Lepak and Snell's (1999,2002) use of human capital value and
uniqueness (i.e. rarity) as measures of the potential of human resources to create
competitive advantage. As noted in Chapter 3 however value can be considered a
product of utility and rarity (Walras, 1926; Hirsch, 1977; Boisot, 1998; Peteraf and

Barney, 2003) and on this interpretation the use of both value and uniquenesslrarity in
Lepak and Snell's (1999) model implies a degree of conceptual duplication.
An analysis of Lepak and Snell's (1999) description of their HR Architecture suggested a

possible explanation for their use of both value and uniqueness constructs. Following
Barney (1991) and Snell et a1 (1996) they define human capital value as ". ..the ratio of
strategic benefits to customers derived from skills relative to the costs incurred. Thus,
employees can add value if they can help firms offer lower costs or provide increased
benefits to customers" (Lepak and Snell, 1999, p35). This definition and associated
comments suggest that in Lepak and Snell's 1999 model human capital value is
determined subjectively and separately by the firm and the customer, whereas the
uniqueness of human capital is determined objectively based on its market availability
(Lepak and Snell, 1999, ~36,2002,p5 19). Even if the rarityluniqueness component of
human capital value were to be assessed identically by both the firm and the customer it
seems unlikely that they would both measure the utility value of human capital in the
same way e.g. the fm might be expected to use criteria based on internal efficiency and
effectiveness and (where relevant) external measures such as customer satisfaction,
whereas the customer would have to rely solely on externally visible evidence such as
service levels. Thus the firm's assessment of human capital value and the customer's
assessment are highly likely to be different. Unlike Lepak and Snell's model the
theoretical model used in the thesis assumes that the value of human capitaliknowledge is
determined solely by the firm, after taking account of all relevant factors - including its
view of customer perceptions. Hence in the theoretical model two constructs: suppliers'
knowledge utility and knowledge rarity were used as component measures of the value of
suppliers' knowledge.
In order to provide informants with a basis for assessing their levels of understanding and
awareness of such processes they were given descriptions of attributes indicating utility
and rarity of suppliers' knowledge, largely based on Lepak and Snell's ( 2002, p540)
questionnaire items for human capital value and uniqueness with appropriate
modifications. Having allowed informants to review and ask any questions they might

have regarding knowledge utility and rarity factors they were then asked the extent to
which they and other relevant management and staff in the hotels considered such factors
when identifying, evaluating and contracting with suppliers.

The second set of questions examined informants' knowledge of processes associated
with determining the most appropriate form of contractual arrangement when contracting
with suppliers. In order to provide informants with a basis for assessing their levels of
understanding and awareness of such processes a generic contract typology based on
Lepak and Snell's (1999) HR Architecture was first described to them, which showed
four basic types of contractual mode each matched to an appropriate form of relationship
between the organization and the supplier. Having allowed informants to review and ask
any questions they might have regarding this typology they were then asked the extent to
which they and other relevant management and staff in the hotels considered they were
aware of and understood the implications for the hotels of using different modes of
contracting and different relationships with suppliers, such as those that had been
described to them.
The third set of questions referred to and linked the previous two sets by asking
informants the extent to which they and other relevant management and staff in the hotels
considered they were aware of and understood how to select the most appropriate
contractual modes and relationships for suppliers of knowledge with differing rarity and
utility.
To provide further insights into the hotels' knowledge of knowledge supply processes
hotel general management and hotel group management were asked their opinions of the
hotel department heads' knowledge of knowledge supply processes. Hotel documentation
relating to job specifications and contractual terms and conditions were also inspected to
help triangulate findings.

A copy of the six questionnaires used in relation to this antecedent together with details
of the quantitative methods used for assessing responses to them is contained in
Appendix A ( see A5.Questionnait-e 4, to A1O.Questionnaire 9, inclusive).

(4) Knowledge Supply Flexibility
Questions were asked in relation to this antecedent to measure the ability of the hotels to
adapt their knowledge supply practices to new demands and the ability of the hotels'
knowledge suppliers to adapt to new demands. Flexibility was analysed in terms of two
dimensions: locus of flexibility and type of flexibility. Locus of flexibility was divided
into hotel practices (Atkinson, 1984; Sanchez, 1995; Volberda, 1998), and suppliers'
knowledge (Grant, 1996a; Wright and Snell, 1998; Lepak and Snell, 1999). Type of
flexibility was similarly divided into two types: resource flexibility i.e. the degree to
which hotel practices and knowledge were adaptable andor could be varied (Matusik and
Hill, 1998; Leonard, 1995) and flexibility of coordination practices i.e. the degree to
which organizational practices and knowledge could be re-coordinatedreconfigured
(Teece, Pisano and Shuen, 1997; Eisenhardt and Martin, 2000; Teece, 2000).
This characterization of knowledge supply flexibility enabled questions to be asked about
four different types of flexibility:

- Resource flexibility of practices e.g. hotels' flexibility of contract management
and HR practices to meet departmental needs and flexibility of departmental
choice of such practices
-

Resource flexibility of knowledge e.g. suppliers breadth of knowledge to enable
them to perform a wide variety of tasks and to acquire new knowledge as needed

-

Coordination flexibility of practices e.g. hotels' flexibility of contract
management and HR practices to adapt to changes in the business environment
and flexibility of hotel systems and processes to enable accurate and timely
feedback on the efficacy of such practices

-

Coordination flexibility of knowledge e.g. suppliers' ability to perform a wide
variety of tasks in the hotels and the hotels' ability to acquire knowledge they
require on demand from a pool of available external workers.

Given the strategic nature of the questions they were addressed only to the hotel GMs and
hotel group management. Each hotel GM however answered in respect of the
departments in his hotel as well as the hotel as a whole. As with (c) above hotel
documentation relating to contracts and HR practices was inspected to help triangulate
findings.

A copy of the questionnaires used in relation to this antecedent together with details of
the quantitative methods used for assessing responses them is contained in Appendix A (
see A 1 1. Questionnaire 10).

4.5.2 Fit
As noted in Chapter 3 fit consists of three dimensions:

-

fit of suppliers' knowledge characteristics with knowledge required (' knowledge
supply fit')

-

fit of contracts with suppliers' knowledge characteristics ( 'knowledge - contract
fit')

-

fit of HR practices with contracts fitting suppliers' knowledge characteristics
('HR practice fit - contract fit').

The questionnaires and other methods used to obtain information in relation to each
dimension of fit are outlined below. Examples of the relevant questionnaires and further
descriptions of methods used, including explanations of the processes used to calculate
the results of informants' responses are contained in Appendix A. Details of their
locations in Appendix A are provided at the end of each relevant section below.
(1) Knowledge Supply Fit
Arguably, there are two ways that qualitative data could have been collected on the extent
to which certain factors caused and temporally preceded knowledge supply fit. One way
would have been to ask informants to identify the levels of knowledge supply fit in their
hotels and the rationale for or factors that led to the hotels achieving those particular

levels. A second way would have been to ask informants to identify the knowledge
characteristics of suppliers' performing particular jobs and to match these characteristics
to the characteristics defined as being required to perform those jobs in order to
objectively gauge fit levels. Following this I could have asked informants the rationale
for or factors that led to the hotels achieving those particular levels.
I adopted the first approach, based on informants' own subjective perceptions of
knowledge supply fit. The reason for this choice was two fold. First in relation to
knowledge supply the informants were the only reliable source of information on the
domains and levels of knowledge actually supplied. Second in relation to fit of
knowledge supply with knowledge demand the only objective sources of information
available on required job knowledge demand were formal job descriptions that were
sometimes inaccurate, occasionally out of date and generally insufficiently explicit
regarding knowledge requirements. Informants were however reminded to take into
account formal job descriptions in their responses to questions (see below) regarding
knowledge supply fit and their comments indicated that they did bear them in mind ( See
Chapter 5 and Appendix B for details of informants' comments).
Questions asked in relation to this dimension of fit were designed to measure the extent
to which the hotels' suppliers possessed the knowledge the hotels required to operate
successfully. Consistent with questions asked in relation to the antecedent constructs:
knowledge of knowledge demand and knowledge availability (see 4.2.1.1 (a) and (b)
above) knowledge supply fit was measured by reference to the match of suppliers'
knowledge to the specific domains and levels i.e. quality and quantity of knowledge
required by the hotels. The design of the questions was thus informed by the same criteria
and background literature as questions relating to knowledge of knowledge demand and
knowledge availability.
A copy of the questionnaire used in relation to this antecedent together with details of the

quantitative methods used for assessing responses to it is contained in Appendix A ( see
A1 2.Questionnaire 1 1).

(2) Knowledge - Contract Fit
As with knowledge supply fit there were arguably two ways that qualitative data could
have been collected on the extent to which certain factors caused and temporally
preceded knowledge - contract fit. One way would have been to ask informants to
discuss the levels of knowledge - contract fit in their organizations and the rationale for
or factors that led to the organizations achieving those particular levels. A second way
would have been to ask informants to identify the knowledge characteristics of suppliers'
performing particular jobs and the types of contracts used for those jobs by the hotel.
Based on responses to these questions the next step would have been compare the fit
between suppliers' knowledge characteristics and contract types used by the
hotel. Following Lepak and Snell(1999,2002) I adopted the second approach and
determined knowledge - contract fit objectively, based on my independent assessment of
the fit between suppliers' knowledge characteristics and contract types. Because I
adopted an objective approach to assessing knowledge - contract fit, it was important to
obtain information from informants on the knowledge characteristics of the suppliers in
their organizations and on the contract types used rather than ask them for their subjective
perceptions of fit between suppliers' knowledge characteristics and contract types. I did
this by using two separate questionnaires, one designed to assess knowledge
characteristics and the other designed to assess the match of contracts used by the hotels
to the four generic contract types described in the model. The two questionnaires are
briefly described below.
Questionnaire (I): Suppliers' knowledge characteristics

The first questionnaire was designed to identify suppliers' knowledge characteristics.
Following Lepak and Snell(1999,2002) and subject to the modifications noted above
knowledge characteristics of suppliers were divided into two types namely knowledge
utility and knowledge rarity. Questions were asked in relation to each of these
characteristics based on a modified version of Lepak and Snell's questionnaire (2002,
p540). To aid accuracy of responses questions regarding Questionnaire (1) knowledge
characteristics of suppliers by job category were asked of both the hotel GM in relation to

his direct reportees in both hotel A and B, and both the hotel GM and department heads
in relation to departmental staff in the case of hotel A and the HR Manager and
department heads in the case of hotel B and the results averaged where multiple
informants were involved.
Questionnaire (2): Contract types

The second questionnaire was used to match work contracts currently used for each job
function to a modified version of the four generic contract types described above based
on Lepak and Snell's (1999) HR Architecture. Where a job function commonly involved
use of more than one generic contract type each unique contract-job function
configuration was treated as a separate job function. Where a contract in use displayed a
contractual mode similar to one of the four generic types and a contractual relationship
similar to another one of the four types it was identified as a hybrid and treated as a
separate contract type for analysis purposes. To aid accuracy of responses regarding
Questionnaire (2) questions were asked of the Hotel General Manager and Group General
Manager in the case of hotel A and the Hotel General Manager and Hotel Financial
Controller in the case of hotel B, as these were considered the managers likely to have the
most relevant and accurate knowledge of these matters.
To ensure that informants' responses to the questionnaires accurately reflected the
knowledge characteristics and contract types used in the hotel, rather than what they or
others might have considered to be preferable or ideal (e.g. according to job descriptions)
informants were asked to base their responses on their practical experience gained in the
hotel.
As noted earlier, in addition to obtaining quantitative responses to questionnaires
qualitative comments were obtained from informants in relation to their responses, such
as why the hotels used suppliers with particular knowledge characteristics and used
certain contract types and these comments were subsequently parsed for analysis
purposes (see Chapter 5 Findings).

A copy of the questionnaires used in relation to this antecedent together with details of
the quantitative methods used for assessing responses to them is contained in Appendix A
( see A 13. Questionnaire 12 and A 14. Questionnaire 13).

(3) HR Practice - Contract fit
As with knowledge supply fit and knowledge - contract fit I could have used one of two
ways to collect qualitative data on the extent to which certain factors caused and
temporally preceded HR practice - contract fit. One way would have been to ask
informants to identify the levels of HR practice - contract fit in their organizations and
the rationale for or factors that led to the organizations achieving those particular
levels. A second way would have been to ask informants to identify the HR practices
that they used for particular jobs and the rationale for or factors that led to the
organization adopting those HR practices. In this thesis, I adopted the second approach.
The first approach would only have been possible if informants were discussing their
own subjective perceptions of HR practice - contract fit. HR practice - contract fit was
however calculated independently, based on Lepak and Snell(2002).

Following Lepak and Snell(1999,2002) HR management practices used by the hotels
were divided into 5 key areas:job design, recruitment and selection, training,
performance appraisal and compensation and rewards. Questions were asked in relation
to each of these areas based on a modified version of Lepak and Snell's (2002, pp527528) questionnaire.
Following Lepak and Snell(2002) the responses were subsequently matched to the four
generic contract types that optimally fitted the workforces' knowledge characteristics,
based on the profiles of knowledge characteristics supplied by the hotel GMs and
department heads as noted in (b) above.
Having identified the optimal contract type for the particular HR practices used for each
job I then matched the contract actually used for that job (based on informants' responses
supplied to questionnaire 2 in (b) above) to the optimal contract type. This matching

process yielded a measure of HR practice - contract fit. Because the fit of contracts to
the knowledge used for each job had already been assessed (see (b) above), this measure
of HR practice - contract fit also reflected the fit between the HR practices used for each
job and the knowledge characteristics of the individual($ performing the job.
A copy of the questionnaire used in relation to this antecedent together with details of the
quantitative methods used for assessing responses to it is contained in Appendix A ( see
A 15. Questionnaire14).
4.5.3 Maximising Value from Fit
As noted in Chapter 3 maximising value fiom fit consists of two dimensions:
-

Individuals' willingness to contribute their knowledge (willingness to contribute)

- Organizations' ability to appropriate the benefits of individuals' knowledge
(ability to appropriate).
The questionnaires and other methods used to obtain information in relation to each
dimension of fit are outlined below:

(1) Willingness to Contribute
Willingness to contribute could be measured as an attitude (e.g. a person's feeling of
willingness) or behaviour (e.g. a person's actions that express his or her willingness). I
chose to measure it as behaviour because this approach allows a more direct link to be
drawn to organizational effectiveness. Because willingness to contribute could be
reflected in a pattern of behaviours, I focused on four factors frequently cited in the
literature as associated with discretionary behaviours that contribute to individuals'
overall job performance viz. continuance, attendance, organizational citizenship
behaviour (OCB), and taskperformance (Bateman and Organ, 1983; Smith et al, 1983;

Allen and Meyer, 1990; Tsui et al, 1997; Van Dyne, Graham and Dienesch, 1994; Organ
and Ryan, 2001; Hislop, 2003.) Measuring all of these behaviours allowed me to obtain a
more accurate and complete measure of willingness to contribute than if I had only
measured one of them.

The main source of items used to measure willingness to contribute was Tsui et al's
(1997) empirical study of employee -organization relationships (EORs) across 85 jobs in
10 companies. Factors influencing choice of items from this study included the study's
use of previously proven and relevant behavioural indicators and the generic nature of the
indicators, which helped avoid potential methods bias.

Items used to measure continuance were based on Tsui et al's (1997) three item scale
designed to measure dependable continuance of employment, a concept corresponding to
the notion of 'intent to stay', derived from the behavioural commitment literature
(Steers, 1977). Given the hotels' high use of external staff on casualized contracts and
their habit of moving senior staff to other hotels in their groups after relatively short
periods of employment an additional question was added to the original three item scale
to measure informants' perception of individuals' willingness to continue with the hotel if
they were given the option to do so.

An expanded concept of attendance was measured using four items collected from a
variety of sources. Given the importance of frequency of unexcused absences in prior
surveys of dependable attendance (Tsui et al, 1997; Tsui, Egan and O'Reilly, 1992) the
extent to which individuals were absent from work without a valid excuse was used as
one measure of attendance. Three factors cited in the literature as associated with
attendance were added relating to individuals' punctuality (Rhodes and Steers, 1990),
mental alertness and preparedness to work when arriving at work (Sparks et al, 2001) and
willingness to work beyond what is required (Mathieu and Zajac, 1990; Meyer and Allen,
1997). Items used to measure OCB were based on a modified version of Tsui et al's
(1997) nine item scale with five additional items. Three of these additional items relating
to individuals' behaviours in sharing ideas, passing on experience and advice and keeping
others informed of what they had learned were prompted by the twin notions of personal
altruism and being a 'good soldier' / 'good citizen' as key components of OCB (Smith et
al, 1983; Bateman and Organ, 1983; Organ and Ryan, 1995; Wagner and Rush, 2000)
and the KBT and KM literatures which stress both the organizational importance of and

strong discretionary element in knowledge sharing (Nonaka and Takeuchi, 1995;Grant
1996a; Scarbrough, 1999; Hislop, 2003). A fourth item relating to individuals' learning
activities to improve their performance and career prospects in the hotels was added,
reflecting both the discretionary element in learning ( similar to that noted in relation to
knowledge sharing) and the importance of individual learning to group and
organizational learning and organizational performance ( Huber, 1991; Senge, 1992;
Hodgkinson and Sparrow, 2002). Consultations with hotel management prior to
completion of the questionnaire design suggested that high use of casual staff, constant
changes to staff work rosters, and a 24 hour, 7 day operation would make attendance at
work meetings difficult for many staff, thus increasing the significance of individuals'
efforts to attend. A fifth item was therefore added relating to individuals' discretionary
attendance at work meetings.
Items used to measure task performance were based on a modified version of Tsui et al's
(1997) eleven item scale. Two items were added. One item related to individuals'
willingness to help guests whenever they needed assistance, a particularly important
aspect of discretionary behaviour in hotels. The other item measured individual's
willingness to learn in the context of task performance, a factor involving significant
discretionary behaviour by individuals working in the hotels, given they were mainly
casual staff with little incentive to learn about hotel operations other than to comply with
their contract terms.
A copy of the questionnaire used in relation to this antecedent together with details of the
quantitative methods used for assessing responses to it is contained in Appendix A ( see
A1 6. Questionnaire15).
(2) Ability to Appropriate

As noted above (see Chapter 3) organizations' ability to appropriate their suppliers'
knowledge is limited to appropriation of the benefits from its use (Burton-Jones, 1999).
Major benefits from such use accrue from strategic assets (Arnit and Schoemaker, 1993)
that bestow a competitive advantage, such as dynamic capabilities (Teece, Pisano and

Shuen, 1997) organizational routines (Nelson and Winter, 1982) and organizational
knowledge creation capabilities (Nonaka and Takeuchi, 1995). Who appropriates the
'rents' or profit returns to resources and capabilities from resource-based advantages is
generally under researched (Barney 2001, Blyler and Coff 2003, Coff 1999,2003) - and
particularly so in relation to knowledge-based resources (Coff, 2003), thus there are few
validated measures in the literature of organizations' ability to appropriate the benefits of
individuals' knowledge. As a consequence of this I developed a ten item questionnaire to
measure hotels' ability to appropriate.

The ten items measured the extent to which hotel policies and procedures were designed
to enable or facilitate organizational appropriation. Consistent with the importance of
knowledge dissemination (Boisot, 1998) and integration (Grant, 1996a, 1996b) to
enhancing organizations' ability to exploit the value of suppliers' knowledge while
reducing dependence on individual suppliers (Grant, 2002) four of the ten items
measured the extent to which hotel policies and procedures promoted knowledge
dissemination and integration through ensuring that suppliers: (a)exchanged ideas and
experience with co workersfteam members, (b)shared experience and expertise with
others in their departments, (c) recorded and communicated to others what they learned
on the job and (d) volunteered ideas and suggestions for improving hotel performance.
The better able employees are at deploying bargaining power they better they are at
appropriating rents (Grant, 1991 2002; Coff, 1999). Suppliers' dependency on firmspecific knowledge increases organizational bargaining power (Grant 1991,2002) and
reduces supplier mobility (Barney, 1991), thus three of the ten items measured the extent
of organizational policies and procedures designed to ensure suppliers (1)learned hotel
specific policies and processes, (2) worked and (where appropriate) managed their
departments according to defined hotel policies and procedures, and (3)sought to acquire
new knowledge of use to the hotel.
While as noted earlier suppliers' willingness to contribute and organizations' ability to
appropriate are separate constructs (Blyler and Coff, 2003; Coff, 1999,2003) suppliers'

negative willingness to contribute e.g. through hold up or other opportunistic behaviours
(Williamson, 1975) may reduce the success of organizations' appropriation efforts. Given
the incidence of such adverse behaviours is known to be lower in situations where
individuals have high levels of affective commitment to organizations
(Allen and Meyer, 1990) an item was included to measure the extent to which policies
and procedures had been designed to ensure suppliers became increasingly motivated and
committed to the hotels.
The importance of succession planning to retain the benefits of individuals' knowledge
when they leave an organization is well attested to in the literature (Helmich and Brown,
1972; Hambrick and Mason, 1984; De Long, 2004; Rothwell, 2005). Acknowledging this
I included an item designed to measure the extent to which the hotels required individuals
to identify one or more potential successors for their positions.
Finally, consistent with the importance to OE of organizations' maximising their
proportion of the rents generated from use of individuals' knowledge (Castanias and
Helfat, 1991; Coff, 1999; Blyler and Coff, 2003) an item was included to measure the
extent of hotel policies and procedures designed to ensure that in general terms
individuals provided value for money. As a further level of validation a supplementary
set of questions were addressed to each hotel GM to identify the extent to which value
was actually contributed and appropriated at the individual, departmental and hotel level
in each hotel.
A copy of the questionnaires used in relation to this antecedent together with details of
the quantitative methods used for assessing responses to them is contained in Appendix A
( see A17. Questionnaire16 and A 18. Questionnaire 17).

4.5.4 Organizational Effectiveness (OE)

In order to identify the influence of maximising value from fit on OE predicted by the
theoretical model it was important to obtain evidence that would allow me to assess each
limb of causality.

To test for covariation I needed to obtain evidence of the hotels' levels of OE.
Consistent with the definition of OE used in the model (see Chapter 3) OE in each hotel
was viewed as a function of the extent to which the hotel achieved its performance
objectives. As a result each hotel's own performance objectives were used rather than a
benchmark /rational approach. The methods used to obtain information regarding each
hotels performance objectives and to identify the extent to which they were achieved are
outlined below:

Documentary evidence of hotel and departmental performance including financial
accounts and management reports of performance against objectives was obtained for
each hotel for the financial year ending June 30Ih2004 and the succeeding 6 months, July

lS' to December 3 lS' 2004 and the totals combined and averaged in each case to provide a
single measure of performance. The documentary evidence of performance against
objectives was subsequently discussed and validated with informants. In the case of hotel

A interviews were conducted for this purpose with both the group GM and the incoming
and outgoing hotel GMs and in the case of hotel B with the incumbent GM.

Informants were asked to rate hotel and departmental performance for the period in
question on the same 5 point scale used in other questionnaires thus enabling the scores
for OE to be validly compared with the scores recorded for the preceding stages of the
theoretical model. To maintain consistency with the approach taken in previous stages of
the model only the departmental scores were subsequently used for analyses of
covariation, however all of the ratings were taken into account in analyses of the other
two limbs of causality (see Chapter 5 Findings).
To obtain evidence to allow me to test for temporal precedence I included an additional
questionnaire designed to identify the extent to which the contribution of knowledge in
peoples' work performance generated value that the hotels were able to appropriate in the
form of departmental and ultimately organizational effectiveness. Consistent with the
process used in each prior stage of the model I did not use the responses to this

questionnaire as such to test for temporal precedence but rather informants' verbal
comments to semi structured and unstructured questions about their responses to the
questionnaire.
To obtain evidence regarding the presence or absence of other causal factors a very direct
way would have been to simply present my model to the informants and ask whether
there were any other causal factors. Of course this would have been wholly inappropriate
because it would have negated the objectivity of my analysis. Therefore I divided the
items in the questionnaire referred to above into three sections as follows:

- Factors influencing suppliers' competencies
-

Factors influencing suppliers' behaviours

-

Other factors influencing suppliers' performance.

The term 'competencies' was used to focus informants' attention on those aspects of
suppliers' knowledge that influenced their job performance and that of their departments
(Boyatzis, 1982; Nordhaug and Gronhaug, 1994; Nordhaug, 1998; Hong and Stahle,
2005) and informants were requested to bear these dual influences in mind when
responding to questions. The decision to distinguish between competencies and
behaviours also followed the distinction made in the theoretical model between
knowledge possession and knowledge use/contribution.
Items measuring factors influencing suppliers' competencies were organized into three
groups: personal, hotel and external factors. Personal factors measured the effects on
suppliers' competencies of their differing levels of general intelligence, generic skills,
leadership abilities, ability to adapt and learn, and functional and hotel specific
knowledge. Hotel factors measured the effects on suppliers' competencies of job design,
job match to individuals' skills, training, management assessment and guidance, support
and advice from co workers and hotel systems and processes. External factors measured
the effects on suppliers' competencies of general education, generic functional training
and hotel hospitality industry functional training. Informants were invited to add any
additional items they considered relevant to each group of factors and to provide relevant

examples based on their experience in the hotels of factors noted in the questionnaires
and of those they had added.

Items measuring factors influencing suppliers' behaviours were similarly grouped.
Personal factors measured the effects on suppliers' behaviours of satisfaction with
working for the hotels, job interest, loyalty and commitment to the hotels and co workers
and commitment to high work performance standards. Hotel factors measured the effects
of explicit and implicit contracts, management and co-workers behaviours,
hoteVdepartmenta1 policies and practices and hotel/departmental culture. External factors
measured the effects on suppliers' behaviours of hotel occupancy levels, guest/client
service expectations, availability of alternative jobs outside the hotels, workplace
legislation and general economic climate. Informants were invited to add any additional
items they considered relevant to each group of factors and to provide relevant examples
from their experience of working for the hotels of factors noted in the questionnaires and
of those they had added.

Having completed their responses to the questions informants were invited to identify and
measure the effects of any additional factors i.e. not already identified under
competencies and behaviours, that they considered influenced suppliers' performance.
They were also invited to provide relevant examples of these additional factors.
In summary evidence was obtained regarding a universe of potential causal factors. As
discussed in Chapter 5 these were then analysed to identify if indeed there were other
causal factors not in the model.
As in prior stages of the model hotel documentation referred to in prior stages of the case
studies including staff appraisals was also consulted to help triangulate findings.

A copy of the questionnaires used in relation to this antecedent together with details of
the quantitative methods used for assessing informants' responses is contained in
Appendix A ( see A1 9. Questionnaire18 and A20. Questionnaire 19).

4.5.5 Additional Exploratory Investigation of Organizational Effectiveness

The design of the research to this point had provided ample opportunity to test the
theoretical model i.e. to demonstrate the extent to which knowledge-based theory could
be used to explain and predict how the hotel' mix of human resources influenced their
organizational effectiveness. What the model had not attempted to show however was the
extent to which human knowledge influenced OE relative to otherfactors. The lack of
such explanatory power in the theoretical model could not be considered a weakness
since it was outside its scope, however to add such explanatory power would clearly be
desirable if it could be achieved. The situation at the time was also conducive to
continuing the research, given the involvement and goodwill generated over preceding
months with the hotel participants. Taking these factors into account and following
agreement with the hotels' management an additional exploratory investigation of
organizational effectiveness was designed and implemented as a follow on to the study
proper.
The methods used for the exploratory investigation were based on the development of
causal maps of business performance for each hotel, from which it was possible to
identify and measure the influence of the hotel's workforce on hotel performance as
compared to the influence of other internal and external elements. Both qualitative and
quantitative causal maps were created for this purpose, using concepts and techniques
proven in prior studies and described in the relevant literature (Eden et al, 1992; Clarkson
and Hodgkinson, 2005; Abernathy et al, 2005).
4.5.5.1Causal mapping procedure
The procedure used for identifying performance elements and mapping their influence on
hotel performance was as follows:

(1) Following discussions with the hotel GMs a consultative expert panel of four people
was established in each hotel to participate in the mapping process. In hotel A the panel

comprised the hotel GM, group GM, group HR Manager and group Financial Controller
and in hotel B the hotel GM, Financial Controller, head of HR and head of Business
Development.

(2) Following establishment of the consultative panels a series of unstructured one on one
interviews were held, initially with each hotel GM, to develop an initial set of key
performance outcomes, and subsequently with the GMs and each of the other panel
members separately to identify performance elements and map causal relationships.
Given the number of elements relationships were expressed as 'one way' rather than
reciprocal, so as to reduce complexity while identifying main effects (per Miles and
Huberman, 1994).These interviews led to the development of a series of initial draft
qualitative performance maps which were then refined through discussions with each
panel member until consensus was obtained in each hotel on a final version of the
qualitative causal map for the hotel.

(3) The next step was to develop and administer a questionnaire (see Appendix A.
A.21 .Questionnaire 20) in order to quantify relationships between constructs identified in
the qualitative mapping investigation. The questionnaire was also used to identify and
quantify interdependencies between three intellectual resource elements viz: the
workforce, hotel systems and processes and the hotel brand standard in their causal
influence on other elements and KPOs. Causal relationships were quantified by asking
informants to estimate the percentage influence of each element on other elements in the
causal maps and computing the results based on the mean average totals of their
responses.
(4) Draft quantitative causal maps produced from the above activities were discussed

with panel members individually and subsequently collectively until a consensus was
achieved on a final quantitative causal map for each hotel. The causal map for each hotel
was very detailed due to the number of elements and relationships between elements.

(5)Given the exhaustive detail contained in the hotel causal maps a high level model was
produced for each hotel representing the aggregate findings of the mapping process
(excluding the findings of interdependent effects) in the form of groupings of
performance elements and KPOs and the relative influence of each element and KPO on
hotel performance as a percentage of its group. Since the high level models are still quite
detailed only these models are shown (see Appendix B, section B5) rather than the more
exhaustively detailed causal maps.

(6) High level models were similarly produced showing the interdependencies between
three intellectual resource elements viz: the workforce, hotel systems and processes and
the hotel brand standard in their causal influence on other elements and KPOs in the
context of hotel Operations Management (see Appendix B section B5.2). Following the
initial mapping of interdependencies between the three intellectual resources in their
effects on operations management it was decided to expand the range of causal contexts
in which the three intellectual resources were thought to have a significant influence on
other elements, in order to identify the extent to which patterns of interdependencies
varied. Based on discussions with the consultative panels in each hotel six causal contexts
common to each hotel were identified:

1) Operations management
2) Infrastructure management

3) Supply chain management
4) Pricing
5) Guest satisfaction

6) Guest volume

The first four of the causal contexts represented those where the three intellectual
resources were considered to act in unison in influencing management activities and the
last two where they were considered to interoperate in influencing outcome elements.

Causal influences were quantified by asking informants to estimate the extent in
percentage terms to which the hotel workforce, systems and processes and brand
standards were distinguished from each other in their individual effects in each of the six
causal contexts. Estimates of causal influence were based on the mean average totals of
the scores from their responses.
An overview of the overall findings resultant from the exploratory investigation is
provided in Chapter 5 and further details are contained in Appendix B (section B5).
4.5.6 Summary of Data Collection Methods and Procedures

Structured, semi structured and unstructured interviews were used to identify and
measure data relating to key constructs in the theoretical model as shown in Table 4.2
below. As noted in section 4.5.5above samples of questionnaires used together with
details of procedures followed for assessing responses are provided in Appendix A.
Table 4.2: Data collection methods and procedures summary
Construct

Data Collection Objectives

Primary studies used to inform design of
data collection instruments

Knowledge of knowledge

Informants' knowledge of the domains and levels of

Harvey, 199I ; Schmitt and Chan, 1998; Wilk

demand

workforce knowledge (quality and quantity)

and Capelli, 1998.

required in relation to each hotel job function.
Knowledge availability

Availability of suppliers with the domains and

Harvey, 1991; Schmitt and Chan, 1998; Wilk

levels of knowledge required in relation to each

and Capelli, 1998.

hotel job function from within internal and external
markets
Knowledge of knowledge

Informants' knowledge of HC supply processes

Walras, 1926; Hirsch, 1977; Barney, 1991 ;

supply processes

measured by their knowledge of (a)suppliers'

Boisot, 1998; Snell et al, 1996. Lepak and

knowledge characteristics, (b)contractual modes and

Snell, 1999,2002; Peteraf and Barney, 2003;

relationships and fit between (a) and (b).

Organizational supply

The extent of organizational supply flexibility in

Atkinson, 1984; Leonard, 1995; Sanchez,

flexibility

terms of resource and coordination flexibility of

1995; Grant, 1996a; Teece, Pisano and Shuen,

practices and knowledge

1997; Matusik and Hill, 1998; Volberda,
1998; Wright and Snell, 1998; Lepak and
Snell, 1999, Eisenhardt, and Martin, 2000;
Teece, 2000.

Knowledge supply fit

The extent to which the domains and levels of

Harvey, 1991 ; Schmitt and Chan, 1998; Wilk

workforce knowledge (quality and quantity)

and Capelli, 1998

required in relation to each hotel job function are
met by suppliers
Knowledge -contract fit

Fit of contracts with suppliers' knowledge

Lepak and Snell, 1999,2002.

characteristics

HR practice - contract fit

Fit of HR practices with contracts fitting suppliers'

Lepak and Snell, 1999,2002.

knowledge characteristics
Individuals' willingness to

individuals willingness to contribute their

Steers, 1977; Bateman and Organ, 1983;

contribute

knowledge as measured by their behaviours relating

Smith et al, 1983; Allen and Meyer, 1990;

to continuance and attendance, organizational

Rhodes and Steers, 1990; Mathieu and Zajac,

citizenship and task performance

1990; Huber, 1991;Tsui, Egan and O'Reilly,
1992; Senge, 1992; Nonaka and Takeuchi,
1995; Tsui et al, 1997; Van Dyne, Graham and
Dienesch, 1994; Grant, 1996a; Scarbrough,
1999; Organ and Ryan, 2001 ; Wagner and
Rush, 2000; Hodgkinson and Sparrow, 2002;
Hislop, 2003.

Hotels' ability to

The hotels' ability to appropriate the benefits of

Helmich and Brown, 1972; Williamson, 1975;

appropriate

suppliers knowledge

Nelson and Winter, 1982; Hambrick and
Mason, 1984; Allen and Meyer, 1990;
Castanias and Helfat, 1991;Amit and
Schoemaker, 1993; Nonaka and Takeuchi,
1995; Grant, 1991, 1996a, 2002; Teece Pisano
and Shuen, 1997; Boisot, 1998; Barney, 1991,
2001; Coff, 1999,2003; Blyler and Coff,
2003; De Long, (2004); Rothwell, 2005.

Organizational

The hotels' achievement of their objectives

effectiveness

Boyatzis, 1982; Nordhaug and Gronhaug,
1994; Nordhaug, 1998; Donaldson, 200 1 ;
Hong and Stahle, 2005.

Additional exploratory
investigation

The influence of the hotel's workforce1 knowledge

Eden and Spender, 1998; Abernathy et al,

suppliers on hotels' OE relative to the influence of

2005; Clarkson and Hodgkinson, 2005.

other internal and external elements.

4.6 Methodological Limitations
A number of methodological limitations can be identified, most of which have been
alluded to in the opening sections of this chapter. Five main limitations have been
identified as follows:

First because my objective was to test the model my data collection was driven by this
purpose alone, thus it is possible that I failed to collect data that would allow a test of, or
comparison with other potentially useful theoretical perspectives. Case studies are often
used to compare the value of different theoretical perspectives (Brown, 1997). Future
research could for example investigate whether other theories can explain the data
collected in the study more effectively. One potential approach would be to investigate
whether Lepak and Snell's (1 999) model or Burton-Jones' (1999) model explains the data
more effectively.

Second by collecting data from only two organizations an argument could be made that
the study lacks external validity. Such an argument however would be incorrect because
case studies generalize to theory rather than a population. Single case studies and
especially multiple case studies of two sites can still have good external validity (Yin,
2003, Miles and Huberman, 1994).
Third the theory tested in this study was new. While this provided a contribution to the
literature it meant that rigorously validated approaches for measuring each construct were
not always available from prior research. In fact approximately half of the measures used
needed to be newly created. Development of constructs and measures was however
guided by the available literature and refined prior to the fieldwork as noted above.
Fourth to ensure in-depth data collection was feasible the research design (see 4.4)
involved just two hotels, comprising 15 departments in all. While this choice appears
justified by the depth of qualitative data obtained, the small sample size (n = 6, hotel A, n
= 9, hotel

B) meant that the tests for covariation had low power (see Chapter 5).

Fifth the period of the study (1 7 months) limited the opportunity to study the effects of fit
on OE to that timeframe. A longer period of study would have allowed greater reliability
to be placed on the inferences drawn from the study findings (see Chapters 5 and 6)

4.7 Conclusion
Key rationales for choice of a case study-based methodology were that (1) the proposed
theory was new and case studies are considered to be beneficial for building and refining
new theory (2) knowledge-based theories are often best studied through qualitative means
due to the tacit nature of much human knowledge and (3) it enabled evidence to be
obtained of how changes to contracts or different degrees of fit/non fit influence OE,
rather than merely providing correlations as in prior studies.
The selection of hotels as cases to study was based on (1) their dependency on 'blue
collar' or low knowledge intensive resources, thus offering an opportunity to show that
the relevance of KBT based approaches to determining fit and OE is not restricted to so
called 'knowledge workers' or 'knowledge intensive industries' and (2) the highly
standardised nature of hotel operations, thus ensuring meaningful and relevant
comparisons could reliably be drawn.
The case study design was guided by the principles of construct validity, internal validity,
external validity and reliability. Questionnaires used in the case studies used previously
validated measures where available, however where suitable previously validated
measures were not available the questionnaires were designed by reference to the relevant
literatures as described above.
Five potential limitations with the research methods used were identified: the focus on
just one theoretical model, potential limits to external validity, the use of new
measurement instruments, a small sample size and limited period of study findings.

Key benefits of the chosen research methods were that (1) they offered a revelatory
opportunity (per Yin, 2003) to demonstrate the relevance of KBT to determining fit and

OE in a largely blue collar/low knowledge intensive industry (2) they helped reveal how
changes in contracts or different degrees of fit/non-fit lead to increases or decreases in
organizational effectiveness rather than merely providing correlations as in Lepak and
Snell's (2002) study, (3) they overcame a weakness in Lepak and Snell's approach (1999,
2002) by replacing the value and uniqueness constructs with utility and rarity constructs,
thus removing the implicit duplication of uniqueness caused by use of the value construct
(4) they improved the precision of measurements of fit between suppliers' knowledge

and optimal contract types and between HR practices and contract types over those used
by Lepak and Snell ( 1999,2002) and (5) they helped reveal how interdependencies
between the hotels' human knowledge suppliers and their other intellectual resources
influenced OE.
The contributions and limitations of the methods used are further discussed in Chapter 6 :
Conclusions and Implications.

Chapter 5
Research Findings
5.1 Introduction

The objective of this chapter is to present the findings from the case study and analyse
their relevance to the research model and associated propositions detailed in Chapter 2.
These findings will be presented in accordance with the methodology described in
Chapter 4 and aim to demonstrate that all stated procedures have been followed.
Although it is difficult to determine whether a causal relationship truly exists in a
research domain, three criteria are generally considered to indicate a possible causal
relationship: covariation, temporal precedence, and an absence of other causal factors
(Cook and Campbell, 1979). These criteria are considered in the sections that follow. As
discussed in Chapter 4, two issues should be noted regarding this causal framework.
First, all of these limbs of causality were considered together when determining the
relative support for each proposition, rather than resting on any one limb. This is because
each limb of causality only provides a partial view. In other words, the method adopted
showed whether the 'weight' of evidence across all the limbs of causality indicated
support for the proposition, indicated a lack of support, or indicated that the proposition is
false.
Second, the data used to test each proposition differs. To test covariation, the
quantitative data obtained from each department in the two hotels was used. Because of
the small sample size (n = 6, hotel A, n = 9, hotel B), the tests for covariation have low
power. In other words, they can provide very conservative tests of the propositions. On
the other hand, to test temporal precedence and the absence of other causal factors, the
qualitative evidence from each department was used. This qualitative data is much richer
than the quantitative data. For example, the quantitative data for one variable in one
department is represented in a single score (e.g., 3.0 out of 5.0) whereas the qualitative
data describing how the departments arrived at a particular state on a variable may

represent 30 minutes of interview time with several informants. The qualitative data
therefore allows a much more powerful test of each proposition than the quantitative data.

Due to the significant volume of documentary evidence derived from informants'
comments made during interviews at each hotel their comments are not repeated here, but
detailed excerpts may be viewed in Appendix B. As noted in Chapter 4, to analyse this
material informants' comments were parsed to assess whether (via semantics or logic)
they provided evidence that the factors defined as antecedents to the propositions in the
research model temporally preceded them and to identify any additional causal factors
not in the model.

Bearing the above factors in mind, the next sections present evidence for each proposition
according to each limb of causality. These sections are followed with a summary that
examines the overall evidence for the theoretical model (and research question) as a
whole.

Before examining whether the scores given to the questionnaires supported the proposed
model, the scores were first checked to determine whether the scores appeared to be
reliable and valid (per Yin, 2003; Miles and Huberman, 1994). In general informants
indicated a clear understanding of the questions asked and showed no significant
problems in determining their responses.
Overall, the constructs appeared to have been measured with sufficient reliability and
validity to warrant an examination of the degree to which the data supported the research
model, discussed next.

5.2 Evidence for Proposition 1
This section presents evidence for Proposition 1:

Knowledge of knowledge demand, knowledge availability, knowledge of knowledge
supply processes and knowledge supply flexibility will positively influence fit

Fit as described earlier was measured by reference to three factors:

- Knowledge supplyfit:

the extent to which individuals working for the hotels

including full time staff, casual and part time staff and contractors possessed
knowledge in the domains and to the levels (quantity and quality) required to
perform the various job functions the hotels needed to have undertaken

-Knowledge - contractfit: the extent of fit between the characteristics of the
knowledge of individuals working for the hotels and their work contracts

- HR practice - contractfit: the extent of fit between the hotels' HR management
practices and the characteristics of contracts fitting suppliers' knowledge
characteristics.

NB The following abbreviations are used to refer to the above factors and the
components of fit:

KKD: Knowledge of knowledge demand
KA: Knowledge availability
KKS: Knowledge of knowledge supply processes
KSF: Knowledge supply flexibility

KS Fit: Knowledge supply fit
KC: Knowledge - contract fit

HRP: HR practice - contract fit
5.2.1 Covariation: Proposition 1
This section provides evidence of covariation based on analyses of the responses obtained
from department heads in each hotel to the questionnaires used in the case study.
(1) Hotel A
The scores obtained through interviews for each construct are first presented (Table 5. l),
followed by the correlation among the scores (Table 5.2).

Table 5.1: Scores for antecedents and fit in hotel A

Table 5.2: Correlations among antecedents and fit in hotel A (n = 6)

Fit

Key:

KS Fit
KC Fit
HRP Fit
Mean Fit

KKD
-0.328
0.219
0.61 1
0.143

KA
0.647*
0.600
0.162
0.537

Antecedents to Fit
KKS
KSF
0.832**
-0.098
0.858**
0.201
0.235
0.798**
0.806**
0.429

Mean
0.273
0.676*
0.464
0.44 1

* significant at p < .lo; ** significant at p < .05

Table 5.1 shows that informants in hotel A believed they had reasonable knowledge of
the antecedents to fit (averaging 3.4 out of 5.0), but this knowledge varied across
departments from 3.7 in Food & Beverage to 2.9 in Housekeeping. Likewise, informants
reported that they had reasonable levels of fit (averaging 3.2 out of 5.0), but fit varied
across departments, ranging from 3.7 in Food & Beverage to 3.0 in Front Office and
Housekeeping. In terms of specific antecedents, departments apparently knew what
knowledge they needed (i.e., knowledge of knowledge demand was high, at 4.0 out of
5.0) but had difficulty incorporating such knowledge in their business (i.e., knowledge
supply flexibility was low, at 2.8 out of 5.0). Finally, in terms of dimensions of fit,
departments reported that they generally had the right people (i.e., Knowledge supply fit

was adequate, at 3.5 out of 5.0) but did not have the right HR practices (i.e., HR practicecontract fit was only 3.0 out of 5.0).
Table 5.2 shows the correlations among the antecedents to fit and fit. Proposition 1
proposed that each antecedent to fit would have a positive relationship with fit. The table
shows that the correlations among each antecedent and fit was positive, as expected, and
varied from a high of r = 0.806 for knowledge of knowledge supply to a low of r = 0.143
for knowledge of knowledge demand. The only statistically significant correlation was
between knowledge of knowledge supply and fit (0.806). Overall, the average
correlation among the antecedents and fit was positive, but not statistically significant (r
= 0.441).

As the table shows, these average results were affected by the specific

correlations among each antecedent and each dimension of fit. Specifically:
knowledge of knowledge demand had a strong positive relationship with HR
practice-contract fit, but a slight negative effect on knowledge supply fit
knowledge availability had strong positive relationships with knowledge
supply fit and knowledge-contract fit
knowledge of knowledge-supply processes had strong positive relationships
with knowledge supply fit and knowledge-contract fit
knowledge supply flexibility had a strong positive relationship with HR
practice-contract fit but weaker relationships with the other dimensions of fit.
On the one hand, the results generally support Proposition 1 because each antecedent had
a positive relationship with fit. On the other hand, the power of the test was very low
(due to the small sample size). Hence, only one antecedent (knowledge of knowledge
supply) had a significant effect on fit as a whole. Thus, the support for Proposition 1 is
somewhat weak.

(2) Hotel B
The scores obtained through interviews for each construct are first presented (Table 5.3),
followed by the correlation among the scores (Table 5.4).

Table 5.3: Scores for antecedents and fit in hotel B

Table 5.4: Correlations among antecedents and fit in hotel B (n = 9)

I KKD
Fit

Key:

KS Fit
KC Fit
HRP Fit
Mean Fit

1

I

-0.442
-0.558*
-0.957**
-0.849**

I KA

1

0.375
0.625**
0.592**
0.649**

Antecedents to Fit
I KKS
I KSF
0.699**
-0.107
0.612**
0.130
0.241
0.137
I
I
0.345
0.312

1

1

1

I

1
I

Mean
0.236
0.350
0.336
0.458

* significant at p < .lo; ** significant at p < .05

Table 5.3 shows that informants in hotel B believed they had reasonable knowledge of
the antecedents to fit (averaging 3.4 out of 5.0), precisely the same as in hotel A.
Knowledge of these antecedents varied across departments from 3.7 in Front Office to

2.6 in Maintenance. Informants reported that they had reasonable levels of fit (averaging
3.4 out of 5.0), but fit varied across departments, ranging from 3.8 in Conference Sales to
2.9 in the Kitchen. In terms of specific antecedents, the results were similar to hotel A:
departments reported that they knew what knowledge they needed (i.e., knowledge of
knowledge demand was 4.4 out of 5.0) but had difficulty incorporating such knowledge
in their business (i.e., knowledge supply flexibility was 2.5 out of 5.0). Finally, in terms
of dimensions of fit, departments reported that they generally had the right people (i.e.,

knowledge supply fit was adequate, at 3.7 out of 5.0) but had lower fit on the other
dimensions (knowledge-contract fit and HR practice-contract fit).
Table 5.4 shows the correlations among the antecedents to fit and fit. Proposition 1
proposed that each antecedent would have a positive relationship with fit. The table
shows that three of the four antecedents had a positive relationship with fit. Moreover,
the overall average correlation between the antecedents to fit and fit was positive (r =
0.458), which was very similar to the result in hotel A (r = .441). However, the table also
shows that one of the antecedents (knowledge of knowledge demand) had a strong
negative relationship with fit (r = 0.849), counter to expectations. In terms of specific

relationships between antecedents and dimensions of fit:
knowledge of knowledge demand had a strong negative relationship with fit,
particularly knowledge - contract fit and HR practice-contract fit
knowledge availability had strong positive relationships with knowledge contract fit and HR practice-contract fit
knowledge of knowledge-supply processes had strong positive relationships
with knowledge supply fit and knowledge-contract fit
knowledge supply flexibility had weak relationships with the dimensions of
fit.
The results in hotel B provide less support for Proposition 1 than the results for hotel A.
On the one hand, the results provide some support for Proposition 1 because three of the
antecedents had positive relationships with fit. On the other hand, one of the antecedents
(knowledge of knowledge demand) had a strong negative relationship with fit and
another antecedent (knowledge supply flexibility) had a weak relationship with fit. Thus,
the results in hotel B do not provide strong support for Proposition 1 as a whole.

(3) Summary: Across hotels
Table 5.5 shows the correlations among fit and its antecedents across the two hotels.
Table 5.5: Correlations among antecedents and fit across both hotels (n = 15)

Fit

Key:

KS Fit
KC Fit
HRP Fit
Mean Fit

KKD
-0.163
-0.174
-0.348
-0.325

KA

0.189
0.398'
0.337
0.336

Antecedents to Fit
KKS
KSF
0.709**
-0.131
0.672**
0.099
0.400*
0.289
0.586**
0.260

Mean
0.279
0.482**
0.443**
0.483"

* significant at p < .lo; ** significant at p < .05

Proposition 1 proposed that each antecedent would have a positive relationship with fit.
The results in Table 5.5 show that, on average, the antecedents have a strong positive
relationship with fit (r = 0.483), which supports Proposition 1. However, the results for
each antecedent are somewhat mixed. The results show that:
Knowledge of knowledge demand has a negative (albeit not statistically
significant) relationship with fit. The negative effect is counter to the proposition.
Knowledge availability and knowledge supply flexibility have positive
relationships with fit, which support the proposition, but the effects are not
statistically significant.
Knowledge of knowledge supply processes has a strong, positive relationship
with fit, supporting the proposition.
Overall, the results provide partial support for Proposition 1 because the overall
relationship between the antecedents and fit is positive and significant (r = 0.483) and
three of the four antecedents had positive relationships with fit. Given that the power of
the tests was low (due to the small sample size), one could argue that the positive but
statistically insignificant relationships between two of the antecedents and fit may reflect
Type 2 error and may have been significant if the sample size was larger. Thus, these
insignificant relationships do not provide strong evidence against Proposition 1.
Nevertheless, despite the presence of some support for Proposition 1, the results are not
conclusive because of the negative relationship between knowledge of knowledge

demand and fit. Indeed, if the power of the tests had been stronger, the negative
relationship may have become more pronounced. Thus, this strong negative relationship
is the primary reason why Proposition 1 cannot be accepted in its totality.
This unexpected, negative relationship between knowledge of knowledge demand and fit
deserves further examination. The per-hotel results suggest that this relationship was
largely driven by the data from hotel B. Why would knowledge of knowledge demand
have a negative relationship with overall fit in this hotel? An analysis of the questions
and responses suggests that this may have been due to the data being based on
perceptions. In other words, the negative relationship could indicate that informants who
knew more about what knowledge staff needed to have were precisely the informants
who were dissatisfied with the quality of knowledge that staff had and the contracts and

HR practices in place to support those staff. That is, in informal terms, the more
informants knew, the more they knew what they did not have. The fact that knowledge of
knowledge demand was significantly higher than perceived fit in hotel B (4.4 vs. 3.4) is
consistent with this explanation. Because of the possibility of interpreting questionnaire
data in this way, the evidence from the correlations does not provide conclusive evidence
for a negative relationship between knowledge of knowledge demand and fit. Thus, the
qualitative evidence, discussed next, can shed light on whether the effect is positive, as
proposed, or negative, as found in the correlations.
5.2.2 Temporal Precedence: Proposition 1

This section provides evidence of temporal precedence for Proposition 1. Antecedents to
the constructs referred to in Proposition 1 under obtaining fit: knowledge of knowledge
demand, knowledge availability, knowledge of knowledge supply processes and
knowledge supply flexibility were deemed to be outside the scope of the model. In the
course of their responses however informants identified a number of antecedents as
temporally preceding these constructs and following Yin (2003) an analysis of their
comments is included for its revelatory value ( see 'Other Causal Factors' at the end of
this section)

(1) Temporal Precedence: Knowledge Supply Fit
This segment of the study measured the extent to which the four factors associated with
obtaining fit viz:

1) Knowledge of knowledge demand
2) Knowledge availability
3) Knowledge of knowledge supply processes
4) Knowledge supply flexibility

. ..temporally preceded knowledge supply fit.
As noted earlier knowledge supply fit measured the extent to which the hotels'
workforces including full time staff, casual staff and contractors possessed knowledge in
the domains and to the levels (quantity and quality) required to perform the various job
functions the hotels needed to have undertaken.

Of the four factors noted above as associated with obtaining fit evidence was found from
comments made by informants in the course of interviews that factors (1) (2) and (4)
temporally preceded knowledge supply fit.

Process used to determine temporal precedence
As noted in the earlier discussion of the research methodology (see Chapter 4) comments
were obtained from informants in the context of their giving reasons for own subjective
perceptions of knowledge supply fit. Informants' comments were then parsed to
determine whether the antecedents in the research model or any additional causal factors
were seen to have caused and temporally preceded knowledge supply fit. For detailed
analyses of informants' comments please see Appendix B, Section 2.1.

(2) Summary and Comparisons of Temporal Precedence across hotels: Knowledge
Supply Fit
In both hotel A and B of the four factors predicted to be antecedents to knowledge supply
fit viz:

1)

Knowledge of knowledge demand

2) Knowledge availability

3) Knowledge of knowledge supply processes
4)

Knowledge supply flexibility

... factors l), 2) and 4) were shown to temporally precede and influence knowledge
supply fit. There was no evidence from comments made by informants in either Hotel
that factor 3) knowledge of knowledge supply processes temporally preceded and
influenced knowledge supply fit.

The numbers and percentages of comments made in relation to each antecedent by
informants from each hotel and analysed in this section can be seen in Table 5.6 below.

Table 5.6: Knowledge supply fit: Numbers and percentages of comments made in
relation to antecedents

KKD

KA

KKS

KSF

Total

Hotel A Number

4

5

4

13

Percentage

3 1%

38%

31%

100%

Hotel B Number

4

12

2

18

Percentage

22%

67%

-

11%

100%

Nearly all the comments made in both hotels in relation to knowledge of knowledge
demand referred to informants' knowledge of knowledge demand undergoing constant
change. The drivers of change fell into four broad categories:
1) experience of dealing with suppliers enabling improvement in understanding of

knowledge demand and thus hiring decisions
2) awareness of the implications of changes in the hotels' day to day operations on

knowledge demand
3) awareness of the implications of changes in group strategies and policies on

future knowledge demand

4) awareness of the implications of future changes in the hotels' competitive and
business environments on future knowledge demand

The main implication of the constant change in patterns of knowledge of knowledge
demand appeared to be that at any point in time current knowledge supply was unlikely
to match current perceptions of what knowledge was actually required. In other words
knowledge of knowledge demand was always 'ahead' of supply. This finding is
consistent with and helps explain the findings of covariation, which showed an
unexpected negative correlation between knowledge of knowledge demand and
knowledge supply fit as well as fit in general (see section 5.2.1.3 above).

From Table 5.6 it can be seen that a small majority of comments in hotel A and a
significant majority in hotel B referred to knowledge availability, indicating that this
factor was perceived as the most highly salient factor in relation to knowledge supply fit.

A possible explanation for the salience of knowledge availability to informants in hotel A
was their heightened awareness of the problems of low knowledge availability, as
evidenced in their often expressed concerns about having to use underqualified and
inexperienced casual staff, which they mainly ascribed to the hotel's policy of
maintaining numerical flexibility in its workforce. A possible explanation for the strong
salience of knowledge availability to informants in hotel B was that they felt particularly
strongly about the lack of knowledge availability in the market, a factor reflected in the
low score they recorded for knowledge availability (see 5.2.1.2 Table 3 above). Their
concern regarding lack of availability would logically have increased their sensitivity to
the effect of this antecedent on supply.
There was no evidence from informants' comments in either hotel that knowledge of
knowledge supply processes had influenced knowledge supply fit. The most likely
explanation for this appears to be that in discussing knowledge supply fit most informants
had probably mentally privileged functional demand - supply considerations i.e.
knowledge domains and levels over strategic considerations e.g. suppliers' knowledge
utility and rarity. Such behaviour would have been consistent with the largely

operational nature of their roles. Knowledge of knowledge supply processes therefore
while possibly playing a part in informants' overall perceptions of fit of knowledge
supply with demand may not have been thought worthy of special mention in that
context.
Fewer comments were expressed regarding the temporal precedence and influence of
knowledge supply flexibility on knowledge supply fit than expressed for the other two
antecedents referred to by informants. The reason for the relatively few comments on
knowledge supply flexibility seems most likely to have been due to the fact that supply
flexibility issues typically called into question group strategies and policies that were
regarded by the hotels as outside the scope of department heads. A previous questionnaire
regarding knowledge supply flexibility had for example been restricted to the hotel GMs.
All save one of the comments from informants in both hotels referred to deficiencies in
knowledge supply flexibility having reduced knowledge supply fit. Most of the
knowledge supply flexibility problems were attributed the hotels' reliance on poorly
qualified and inexperienced casual staff. Other significant factors included constraints
imposed by current workplace legislation. In hotel A the negative effects of reliance on
casual staff had been offset to a degree by having them work alongside more experienced
staff, an example of the benefits of co specialisation /complementary assets referred to in
the literature (Teece, 1986,2002; Hambrick, 1987; Dierickx and Cool, 1989; Comer,
1991; Barney, 1991; Helfat, 1997). In hotel B, a significant factor was the reduction of
resource and coordination flexibility stemming from the loss of middle management
caused by group strategies aimed at flattening the management hierarchy. The generally
negative perceptions of knowledge supply flexibility in both hotels were consistent with
the scores recorded for earlier questionnaires on this topic completed by the two hotel
GMs.
There was no evidence in either hotel of reverse causation involving the antecedents and
in general the overall pattern of evidence of temporal precedence in both hotels supported

the influence of all of the antecedents save one, knowledge of knowledge supply
processes on knowledge supply fit.

(3) Temporal Precedence: Knowledge - Contract Fit
As noted earlier knowledge - contract fit measured the extent of fit between the
knowledge characteristics of individuals working for the hotels and the contract types
optimally fitting their knowledge characteristics.

This segment of the study measured the extent to which each of the four factors in the
research model associated with obtaining fit viz:
Knowledge of knowledge demand
Knowledge availability
Knowledge of knowledge supply processes
Knowledge supply flexibility

...temporally preceded knowledge - contract fit.
Process used to determine temporal precedence

As noted in the earlier discussion of the research methodology (see Chapter 4, Section
4.5.2.) comments were obtained from informants in the context of their giving reasons for
why their hotel used suppliers with particular knowledge characteristics and used certain
contract types. As in the earlier section on knowledge supply fit informants' comments
were then parsed to determine whether the antecedents in the research model or any
additional causal factors were seen to have caused and temporally preceded the choice of
suppliers' with particular knowledge characteristics or the use of particular contract
types.
Because the hotels' choice of suppliers with particular knowledge characteristics and the
hotels' use of particular contract types temporally preceded knowledge - contract fit the
analysis of these informants' comments allowed a determination of the degree to which
each antecedent in the research model caused and temporally preceded knowledge contract fit.

For detailed analyses of informants' comments please see Appendix B: Section 2.2

(4) Temporal Precedence Knowledge - Contract Fit: Summary across hotels
In both hotel A and B of the four factors predicted to be antecedents to fit:

Knowledge of knowledge demand
Knowledge availability
Knowledge supply flexibility
Knowledge of knowledge supply processes

...the evidence shown for temporal precedence supported the causal influence of one of
the antecedents: knowledge of knowledge supply processes on knowledge - contract fit.

The process of assessing knowledge - contract fit in both hotels began with the use of
two questionnaires, the first designed to identify suppliers' knowledge characteristics in
terms of knowledge rarity and utility and the second designed to match the contracts used
by each hotel to the four generic contact types in the research model. As noted earlier
based on the responses to these two questionnaires the match between suppliers'
knowledge characteristics and both actual and optimal contract types was subsequently
assessed to obtain an independent and objective measure of knowledge - contract fit.
Evidence of temporal precedence and influence of antecedents to knowledge - contract
fit was gained from comments made by informants in the course of interviews arranged

to obtain their responses to these two questionnaires. The comments reported in relation
to suppliers' knowledge characteristics were derived from the hotel GMs and in relation
to contract types the hotel GM in hotel A and the hotel GM and the Financial Controller
in hotel B. Analyses of comments was restricted to the comments made by the GMs and
Financial Controller because they were considered more informative than the department
heads' given the department heads limited experience of the issues involved. For further
details of the methodology used to obtain responses comments please see Chapter 4.

The numbers and percentages of comments made in relation to each antecedent by
informants from each hotel and analysed in this section can be seen in Table 5.7 below.

Table 5.7: Knowledge - contract fit: Numbers and percentages of comments made
in relation to antecedents

Hotel A Number

KKD

KA

KKS

-

1

11

8%

92%

-

100%

18

-

18

Percentage
Hotel B Number

-

Percentage

-

-

100%

KSF

Total
12

100%

In both hotels informants' comments reflected knowledge of knowledge supply processes
rather than any of the other proposed antecedents to fit, other than for one reference to
knowledge availability. Informants' focus in their comments on knowledge of knowledge
supply processes appeared to be caused by the fact that at the time the comments were
made they were mentally focused on answering questions about suppliers' strategic
knowledge characteristics and contract types, both key components of knowledge of
knowledge supply processes. As a result of their absorption with these components of
knowledge supply other antecedents including knowledge of knowledge demand may not
have been considered. Alternatively informants may have considered the relevance of
other antecedents and judged them to be not immediately relevant to knowledge contract fit.
In both hotels informants' comments on match of supplier's knowledge characteristics to
strategic knowledge characteristics indicated that in considering their knowledge supply
processes the hotels had placed more emphasis on knowledge utility than knowledge
rarity. In both hotels there appeared to be a consensus that rarity of supplier's knowledge
was less relevant in traditional line functions than in key support functions, since
knowledge required for the former functions were considered to be more explicit and
capable of being taught to inexperienced personnel than the latter which were perceived

as being less deterministic andlor requiring more complex training. Since hotel A had
fewer key support functions maintained at the hotel level than hotel B, reflected in its
greater use of inexperienced casual staff, knowledge rarity appeared to be considered
even less important than in hotel B.

Comments regarding contract matching from both hotels showed that the hotels and their
respective groups were cognisant of the differing implications of the four generic contract
types in the context of knowledge supply processes and had taken them into account in
their choice of contractual arrangements. Hotel A's knowledge supply decisions had led
it to use only two of the four generic types whereas hotel B had used all four types and
hybrids of two types. Both hotels however had decided to use contractual arrangements to
help retain and develop key suppliers rather than optimally matching them to the
requirements of their current jobs (see discussion of this feature in Chapter 6:
Conclusions and Implications).
It was evident from informants' comments that both the hotels and their respective
groups had drawn on their knowledge of knowledge supply processes in matching
suppliers to contract types. It was also evident from both hotels that decisions to focus on
knowledge utility rather than rarity and suboptimal choice of contract types had tended to
reduce the beneficial effects of knowledge of knowledge supply processes on knowledge
- contract fit. The net

result was a moderate score for knowledge - contract fit in both

hotels (see Covariations, Section 5.2.1 above).
In general the overall pattern of evidence in both hotels supported the temporal
precedence and influence of knowledge of knowledge supply processes and to a much
lesser extent the influence of knowledge availability on knowledge - contract fit. There
was no evidence in either hotel of reverse causation involving any of the antecedents in
the model.

(5) Temporal precedence: HR practice - contract fit
HR practice - contract fit, as noted earlier, measured the extent of fit between the HR
practices used by the hotels and the contract types optimally fitting suppliers' knowledge
characteristics.

Temporal precedence was measured by the extent to which each of the four constructs
associated with obtaining fit viz:
Knowledge of knowledge demand
Knowledge availability
Knowledge of knowledge supply processes
Knowledge supply flexibility

. ..temporally preceded HR practice- contract fit.
Process used to determine temporal precedence
As explained in Chapter 4 (Section 4.5.2.3) comments were obtained from informants in
the context of their giving reasons for why their hotel used certain HR practices.
Informants' comments were then parsed to determine whether the antecedents in the
research model or any other factors appeared to have temporally preceded and influenced
the choice of HR practices. Because the choice of HR practices temporally preceded and
influenced HR practice - contract fit, this analysis of informants' comments regarding
HR practices enabled a determination of the degree to which each antecedent in the
research model temporally preceded HR practice - contract fit.

(6) Summary temporal precedence: HR practice - contract fit
In both hotel A and B all four factors predicted to be antecedents to fit:
1)

Knowledge of knowledge demand

2) Knowledge availability
3) Knowledge supply flexibility

4) Knowledge of knowledge supply processes

. ..were shown to temporally precede and influence HR practice - contract fit.

The process of assessing HR practice - contract fit in both hotels as noted above was
based on obtaining informants replies to a questionnaire based on one originally used by
Lepak and Snell( see Lepak and Snell, 2002, pp527-528) covering five key areas of HR
practice: Job Design, Recruitment& Selection, Training, Performance Appraisal and
Compensation. In order to contribute an independent and objective measure of HR
practice - contract fit I used the data from the informants' replies to the questionnaire to
assess the match between HR practices and contract types optimally fitting the various
practices.
The majority of comments from informants in both hotels provided evidence of temporal
precedence and influence on HR practice - contract fit in respect of antecedents (1) and
(3). There were relatively few comments providing evidence of temporal precedence and
influence in respect of antecedent (2) knowledge availability and a slightly higher number
for antecedent (4) knowledge supply flexibility.
The pattern of responses was similar across the two hotels as can be seen from Table 5.8
below which shows the numbers and comparative percentages of comments that provided
evidence of temporal precedence for each antecedent to HR practice - contract fit. For
further details see Appendix B Section 2.3.1.

Table 5.8: HR practice - contract fit: Numbers and percentages of comments made
in relation to antecedents

KKD

KA

KKS

KSF

Total

Hotel A Number

23

2

18

4

47

Percentage

49%

4%

39%

8%

100%

Hotel B Number

34

3

16

8

61

Percentage

56%

5%

26%

13%

100%

The high percentage of comments relating to knowledge of knowledge demand (almost
half the comments in hotel A and just over half in hotel B) indicated that this factor was

perceived as the single most highly salient factor influencing HR practice - contract fit.
It is important to point out that the analysis of covariation (see section 5.2.1.3) suggested
an opposite effect, i.e., knowledge of knowledge demand had a negative correlation with
HR practice - contract fit. To reconcile these two results, the qualitative comments from
informants were parsed to identify whether there was any evidence for a positive or
negative effect of this factor on HR practice - contract fit. In direct contrast to the results
for covariation, the influence in all cases was positive and in many cases was strongly
positive. In this thesis, more store is placed on the evidence from the qualitative data for
two reasons. First, the qualitative comments for HR practice - contract fit provide a
much richer body of evidence than the results for covariation (i.e., 57 comments rather
than 15 data points - see Table 5.8 and section 5.2.1.), so this evidence is considered
more dependable. Second, as discussed earlier, it would appear that there is a
straightforward explanation for the negative correlation found in the quantitative data.
That is, a quantitative survey at a point in time might find a negative correlation because
informants with more knowledge of what they need might give lower ratings for fit
precisely because they know better what they do not have. The qualitative data is less
likely to suffer from this problem because the temporal effect from knowledge of
knowledge demand to fit can be identified more clearly, i.e., comments can show how
knowledge of knowledge demand led to improvements in all five categories of HR
practices, as the comments in Appendix B show.
The most likely explanation for the low incidence of comments relating to knowledge
availability in both hotels seemed to be that HR practices were part of each hoteWgroups'
larger strategy and were not perceived by informants to be influenced by availability of
suppliers. In the case of hotel A the fact that there was no HR department within the hotel
may have contributed to a sense of disconnect between HR practices and market factors.
While there was an HR department in hotel B, HR policies and practices were generally
perceived as controlled by the group (as evidenced by many of the informants'
comments) - again possibly contributing to a lack of perceived influence of market
factors on HR practices.

The substantial percentage of comments relating to knowledge of knowledge supply
processes in each hotel indicated that this factor was perceived as highly salient to HR
practice - contract fit. Similar to knowledge of knowledge demand the most likely
explanation for the high incidence of comments relating to this factor would seem to be
that all five categories of HR practices depended to some extent on a prior understanding
of knowledge supply processes. The most important aspect of this knowledge, as shown
in the analyses of informants' comments in both hotels was the ability to measure the
value of suppliers' knowledge to the hotels. As a result this antecedent was perceived as
the second most fundamental factor influencing HR practices and thus HR practice contract fit.
The reason for the significant differences between hotels in the percentage of comments
relating to knowledge of knowledge supply processes (39% in hotel A and 26% in hotel

B) is less obvious. A possible explanation for the higher incidence in hotel A could have
been that the hotel was less well endowed with HR resources than hotel B and provided
less HR support to its workforce e.g. as shown in the hotel's policy of not appraising
casual staff. This situation may in turn have caused department heads to consider
knowledge supply process factors, in particular suppliers' knowledge utility, as a way of
justifying use of scarce HR support resources.
The lower incidence of comments in both hotels relating to knowledge supply flexibility
was consistent with the fact that only the hotel GMs had previously been asked questions
regarding knowledge supply flexibility as it was considered to involve strategic issues
beyond the purview of other members of the hotel management teams. As a result most
informants were unlikely to have considered the subject to any extent.
Of the five elements of HR practice discussed with informants in both hotels more
comments related to antecedents to HR practice - contract fit influencing Job Design,
Recruitment and Selection and Training, than influencing Performance Appraisals and
Compensation. A possible explanation for this may have been that, with the exception of
knowledge of knowledge supply processes, informants perceived the influence of the

antecedents in the model as having a greater effect on HR practices that they associated
with the formative stages of supplier contracts i.e. Job Design, Recruitment and Selection
and Training than HR practices such as Appraisals and Compensation and Rewards that
they may logically have associated with later stages. The temporal precedence of
knowledge of knowledge supply processes appeared to be spread more evenly spread
than other antecedents across HR practices. A possible explanation for this could have
been that knowledge of knowledge supply process components, involving suppliers'
knowledge value and contract fit, tended to have a sustained influence on HR practices
throughout the life of suppliers' contracts.

While the conclusions drawn from the evidence presented in both hotels were that the
antecedents in the research model temporally preceded and influenced HR practice contract fit the question could be asked as to whether reverse causation might have
occurred. The design of a particular job for example might have restricted the potential
range of suppliers thus knowledge availability and the hotel might have decided as a
result to change the job design in order to increase availability rather than the reverse as
concluded from the evidence presented. None of the comments made by the informants
however in either hotel provided any evidence of such reverse causation.
In short the overall pattern of evidence of temporal precedence in both hotels supported
the influence of all four antecedents on HR practice - contract fit.

(7) Summary and Comparisons of Temporal Precedence across hotels: Proposition 1
As noted above this section of the Research Findings was concerned with presenting and
discussing evidence in support of Proposition 1 which predicted that:

Knowledge of knowledge demand, knowledge availability, knowledge of knowledge
supply processes and knowledge supply flexibility will positively influence fit.

Fit as described earlier was measured by reference to three factors:

I ) Knowledge supplyfit

2) Knowledge - contract fit
3) HR practice

- contract fit

The findings for temporal precedence in relation to each of these three factors have been
separately presented above. The following notes briefly summarise the findings in respect
of the three factors collectively.
In general support was found for the temporal precedence and influence of all four
antecedents to fit on fit:

-Knowledge of knowledge demand
-Knowledge availability
-Knowledge supplyflexibility
-Knowledge of knowledge supply processes.
The numbers and percentages of comments providing evidence of temporal precedence
and influence in relation to each of the four antecedents across all three factors are shown
in Table 5.9 below:
Table 5.9: Proposition 1: Numbers and percentages of comments made in relation to
antecedents

KKD

KA

KKS

KSF

Total

Hotel A Number

27

8

29

8

72

Percentage

3 8%

11%

40%

11%

100%

Hotel B Number

38

15

34

10

97

Percentage

39%

16%

35%

10%

100%

From the above table it can be seen that in overall terms evidence of temporal precedence
and influence was strongest in relation to knowledge of knowledge demand, followed
closely by knowledge of knowledge supply processes. The influence of knowledge
availability and knowledge supply flexibility while significant was less evident from
informants' comments than the other two antecedents.

The pattern of influence of the four antecedents in relation to each of the three factors is
shown in Table 5.10 below:

Table 5.10: Proposition 1: Pattern of influence of the four antecedents

Knowledge supply fit

KKD

KA

27%

52%

KKS

Knowledge - contract fit -

4%

96%

HR Practice-contract fit

5%

32%

53%

KSF

Total

2 1%

100%
100%

10%

100%

As shown in Table 5.10 the relatively strong influence of knowledge of knowledge
demand in overall terms was as a result of its influence in relation to the first and third fit
factors but not the second. The strong influence of this antecedent on knowledge supply
fit appeared in part to be driven by informants' awareness of constant changes in patterns
of knowledge demand. Key drivers included (a) knowledge gained from existing
suppliers influencing their future hiring decisions, (b) their awareness of the implications
on knowledge demand of changes in the hotels current operating environment, and (c) the
implications of changes in group strategies and in the external competitive environment.
The even stronger influence of knowledge of knowledge demand on HR practice contract fit appeared due to all five categories of HR practices, from job design through
recruitment, training and performance appraisals to compensation and rewards depending
to some extent on this antecedent. The influence of knowledge of knowledge demand was
positive in all cases.
The absence of comments linking knowledge of knowledge demand to knowledge contract fit appeared to be related to the fact that when discussing knowledge - contract
fit informants were mentally focused on questions about suppliers' strategic knowledge
characteristics and contract types, both key components of knowledge of knowledge
supply processes. As a result of their absorption with these components of knowledge
supply other antecedents including knowledge of knowledge demand may not have been
considered. Another possible explanation is that informants did consider the relevance of

other antecedents but did not consider them particularly relevant to knowledge - contract
fit.

The strong influence of knowledge of knowledge supply processes was most notable in
relation to knowledge - contract fit for the reasons given above. An explanation for the
absence of evidence that knowledge of knowledge supply processes had influenced
knowledge supply fit could be that, consistent with the operational nature of their roles,
department heads tended to privilege consideration of functional knowledge demand over
strategic supply process issues when considering knowledge supply fit. The value of
suppliers' knowledge to the hotel, a key factor in knowledge of knowledge supply
processes, may well have been factored into informants' overall perceptions of fit of
knowledge supply with demand, but not thought worthy of special mention in that
context.

A possible explanation for the relatively low incidence of comments regarding the
influence of knowledge availability can be inferred from the fact that its effect was
perceived by informants to be particularly strong in the initial phase of fit i.e. knowledge
supply fit, but much less thereafter. This pattern of influence suggests that once suppliers
had been selected their availability may have been seen as resolved and thus not to be
particularly relevant to what informants would typically have regarded as post-supply
aspects of fit i.e. fit of knowledge with contracts and HR practice - contract fit.
As noted above the most likely explanation for the lower incidence of comments
providing evidence of the effects of knowledge supply flexibility was that issues
associated with this antecedent were regarded by the GMs in both hotels as strategic and
outside the purview of the department heads. As a result questionnaires and interviews to
discuss this antecedent were only held with the hotel GMs which in turn led to fewer
comments being made.

While the conclusions drawn from the evidence presented above were that the
antecedents in the research model temporally preceded the three fit factors the question

could be asked as to whether reverse causation might have occurred. For example, as
noted earlier, the design of a particular job might have restricted the potential range of
suppliers thus knowledge availability and as a result the hotel might have decided to
change the job design in order to increase availability rather than the reverse as concluded
from the evidence presented. None of the comments made by the informants however
provided any evidence of reverse causation in relation to any of the antecedents in the
model.

In conclusion the overall weight of evidence supported Proposition 1 i.e. that the four
antecedents in the research model temporally preceded and influenced fit. The varying
influence of individual antecedents on individual fit factors, however, provided some
interesting and revealing insights into their relationships and suggested some avenues for
further research that are commented on further in Chapter 6: Conclusions and
Implications. No other causal factors were identified as having temporally preceded fit
however a number of factors were identified that appeared to have temporally preceded
the antecedents to fit. Since these factors were outside the scope of the model they were
not investigated in detail but an overview of these factors is provided below for its
revelatory value (per Yin, 2003).
5.2.3 Factors Temporally Preceding the Antecedents to Fit
As noted above a number of factors were identified in the course of interviews with
informants that appeared to have indirectly influenced fit through their influence on the
four antecedents in the research model i.e. the four antecedents mediated the effects on fit
of these other factors. In the analysis that follows the effects of these other factors are
therefore grouped by reference to the relevant antecedents that mediated their effects on
fit. No attempt was made to identify the effects of these other factors on each of the three
fit factors individually, as apart from their effects being mediated by the antecedents in
the research model they were outside the scope of the thesis.

A. Knowledge of Knowledge Demand
Three factors that appeared to have significantly influenced knowledge of knowledge
demand were, in apparent order of importance:

( I ) Practical experience
Department heads' knowledge of HC demand in each hotel was almost wholly attributed
by all of them to their prior experience in the same or similar roles. Similarly each hotel
GM's comments on his group management / head office key decision makers'
knowledge of HC demand emphasised how their awareness and understanding of job
knowledge needs was largely a function of their prior experience in hotels and having
"come up through the ranks".

(2) Training
In the case of hotel A cutbacks over the recent past in head office resources and hotel
training was seen by the group GM as having reduced knowledge of knowledge demand
across the group. In hotel B department head's awareness and understanding of HC
demand was described as improving due to internal policies to provide them with training
and on the job experience in staff recruitment and selection.
(3) Access to HR support resources

Response scores to the questionnaire used to assess knowledge of knowledge demand
were higher for departments in hotel B than those for like departments in hotel A in five
out of six cases and equal in the case of the sixth. Two possible causes were identified for
this situation:
Hotel B had an in house HR function available to advise department heads on HR
requirements whereas hotel A both lacked an in house function and its group HR
capability was limited
Hotel B department heads had online access to detailed specifications of HR
requirements via a corporate Intranet whereas hotel A did not.

(4) Summary
In summary the main factor identified as temporally preceding and influencing
knowledge of knowledge demand in both hotels was informants' practical experience. A
significant but less important factor was the extent of hotel management and supervisory
training. A third factor considered likely to have temporally preceded and influenced
informants' knowledge of knowledge demand in both hotels was access to HR support
resources.

B. Knowledge Availability
Several factors were identified as temporally preceding and influencing knowledge
availability, of which the first factor below was most influential:

( I ) Hotels' willingness to hire suppliers with generic functional knowledge from external
markets
There was evidence from comments made by informants in both hotels of an increasing
willingness to accept suppliers with generic rather than hotel-specific skills and
experience. The main antecedent driving the lowering of acceptability standards appeared
to be the declining relative attraction of the hotel industry to career minded job seekers.
By relaxing standards of acceptability for hiring purposes the hotels thereby effectively
increased the availability of knowledge suppliers in the external market from whom they
could choose.
(2) Otherfactors
Other factors noted as negatively influencing market availability in hotel B were its high
annual staff turnover (approximately 20%) which made the hotel more vulnerable to
deficiencies in market availability and its lack of a 'sister' hotel in the same city thus
reducing its ability to pool staff resources locally. A further factor that was considered
likely over time to reduce quality of knowledge availability from external sources was the
hotel's greater emphasis on internal training and skills development than its market
competitors. The net result of this trend was seen as lifting the level of quality considered

acceptable by the hotel to point where external sources would not be able to match it,
thereby in effect reducing market availability.

(3) Summary
In summary the main factor identified as temporally preceding and influencing
knowledge availability in both hotels was the hotels' willingness to hire suppliers with
generic functional knowledge rather than hotevindustry-specific knowledge - itself a
defensive move to try to counter the declining attraction of the hotel industry to career
minded job seekers. Other significant but less common factors all negatively impacting
knowledge availability were hotel location, staff turnover and quality of internal training.

C. Knowledge of knowledge supply processes
Comments made by informants in the course of their replies to questionnaires regarding
strategic knowledge characteristics (utility and rarity) and contract types revealed a
number of factors influencing knowledge of knowledge supply processes, which were as
follows, broadly in order of importance:

( I ) Relative importance of knowledge rarity and utility versus individual experience and
organizational strategy
The majority of informants in both hotels indicated that in practice they were more
accustomed to considering factors relating to suppliers' knowledge utility than their
knowledge rarity. This was partly a result of the hotels' and their groups' greater
strategic emphasis on knowledge utility of suppliers rather than rarity and partly due to
informants' lack of involvement in issues associated with suppliers' knowledge rarity.
Other factors reducing the relative importance attached to knowledge rarity were
perceptions that industry knowledge was evenly spread among suppliers and suppliers'
ability to conform to brand standards was more important than possession of distinctive
expertise or experience. Thus informants' knowledge of suppliers' knowledge rarity was
reduced and was consequently lower than their knowledge of knowledge utility in both
hotels.

(2) Practical involvement in contractual processes
The majority of informants in both hotels indicated a reasonable theoretical
understanding of the four generic types of contractual modes and contractual
relationships but considerably less familiarity with using such concepts in practice. As a
result their knowledge of contract types was reduced.

(3) Understanding links between knowledge and contracts
Informants' limited knowledge of knowledge rarity and lack of procedurally grounded
knowledge of contract types reduced their understanding of knowledge - contract links.

(4) Summary

The main factor identified as temporally preceding and negatively influencing knowledge
of knowledge supply processes in both hotels was informants' perceptions of the relative
importance of supplier's knowledge utility and rarity, the former regarded as significantly
more important than the latter. Other factors negatively influencing knowledge of
knowledge supply processes were informant's lack of practical involvement in
contractual processes and their limited understanding of the links between suppliers'
knowledge and choice of contractual arrangements.

D. Knowledge Supply Flexibility
Two main factors temporally preceded and influenced flexibility of knowledge supply in
both hotels:

( I ) Need to conform to group policies and procedures
Informants in both hotels commented on the constraints imposed on flexibility of
knowledge supply by their respective group policies and procedures. A key constraint in
both hotels was group policies of hiring mainly casual staff for non supervisory functions.
Other significant constraints included pressure to select suppliers that would follow group
standard procedures in preference to those with distinctivehare skills (hotel B) and lack
of adequate HR monitoring and feedback systems (hotel A).

(2) Need to conform to Workplace legislation

Informants in both hotels cited the constraints imposed by the then current workplace
legislation as limiting their ability to hire, fire and dynamically redeploy staff according
to the needs of the business, thus limiting their coordination flexibility.
(3) Otherfactors

Other significant factors mentioned by informants included the beneficial influence on
knowledge supply flexibility of team based working (hotel B) and the negative influence
of poor quality of external contractors (hotel B).
(4) Summary

The main factors identified as temporally preceding and negatively influencing
knowledge supply flexibility in both hotels were the need to conform to group policies
and procedures and the need to conform to workplace legislation. Other factors
mentioned by hotel B were the positive influence of team based working and the negative
influence of poor quality of external contractors.
5.3 Evidence for Proposition 2
This section presents evidence for Proposition 2:
Knowledge supply fit, Knowledge - contractfit and HR practice - contractfit will
positively influence maximising value from fit

Definitions of the three fit factors referred to in the above proposition and the two
components of maximising value from fit have been provided earlier in this document,
however for ease of reference they are restated again below:
Fit factors

- Knowledge supplyfit: the extent to which individuals working for the hotels
including full time staff, casual and part time staff and contractors possessed

knowledge in the domains and to the levels (quantity and quality) required to
perform the various job functions the hotels needed to have undertaken
-Knowledge - contract3t: the extent of fit between the characteristics of the

knowledge of individuals working for the hotels and their work contracts
- HRpractice - contractfit: the extent of fit between the hotels' HR management
practices and the contract types optimally fitting the knowledge characteristics of
the individuals working for the hotels.
Maximising value factors:
-Willingness to contribute: individual suppliers' willingness to contribute their

knowledge
-Ability to appropriate: organizations' ability to appropriate the benefits of

individuals' knowledge.
5.3.1 Covariation: Proposition 2

This section provides evidence of covariation based on analyses of the responses obtained
from department heads in each hotel to the questionnaires used in the case study.
(1) Hotel A

The scores obtained through interviews for each construct (Table 5.1 1) are first presented
and then the correlations among the scores (Table 5.12).
Table 5.11: Scores for fit and maximising value in hotel A

Table 5.12: Correlations among fit and maximising value in hotel A (n = 6)
--

Fit

KS Fit
Maximising
Value

Key:

Contribute
Appropriate
Mean Max.

0.197
0.188
0.188

I

KC Fit

HRP Fit

0.584
1.435
1.435

0.423
0.403
0.403

I

Mean Fit

0.524
0.546
0.546

* significant at p < .lo; ** significant at p < .05

The reported scores for fit in hotel A were presented and discussed earlier (Section
5.2.1.1). As discussed in that section, informants indicated that they did not have high
levels of fit (averaging 3.2 out of 5.0 across the departments). As Table 5.1 1 shows,
informants indicated that they also did not maximize value from knowledge as well as
they could (averaging 3.4 out of 5.0 across departments) and these results were similar
for each part of value maximization (willingness to contribute, 3.4 out of 5.0, and ability
to appropriate, 3.3 out of 5.0). There were some differences across departments,
however, with higher values reported for the Kitchen and lower values reported for
Housekeeping and Maintenance.
Table 5.12 reports correlations among the dimensions of fit and value maximization.
Proposition 2 proposed that each dimension of fit would positively influence value
contribution and value appropriation. The results in Table 5.12 provide partial support
for the proposition since all the correlations between fit and value maximization are
positive, ranging from a high of 0.584 between knowledge-contract-fit and valuecontribution to a low of 0.188 between knowledge supply fit and ability to appropriate.

On average, the correlation between fit and value maximization while positive and
relatively high (0.546) was just out of the range of statistical significance (p = 0.13 >
0.10). Given that the power of the test is so low (due to the small sample size), this does
not provide conclusive evidence against Proposition 2, but nor do the results provide
conclusive evidence for Proposition 2 because they are not statistically significant.

(2) Hotel B
The scores obtained through interviews for each construct (Table 5.13) are first presented
and then the correlations among the scores (Table 5.14).

Table 5.13: Scores for fit and maximising value in hotel B

Table 5.14: Correlations among fit and maximising value in hotel B (n = 9)

Maximising
Value

Key:

Contribute
Appropriate
Mean Max. .

KS Fit
0.256
0.646**
0.32 1

KC Fit
0.018
0.199
0.004

.

1

HRP Fit
0.160
0.272
0.203

I

Mean Fit
0.096
0.275
0.085

1

* significant at p < .lo; ** significant at p < .05

The reported scores for fit in hotel B were presented and discussed earlier (see Section
5.2.1.2). As discussed in that section, informants indicated that they did not have high
levels of fit (averaging 3.4 out of 5.0 across the departments). As Table 5.13 shows,
informants indicated that they also did not maximize value from knowledge as well as
they could (averaging 3.5 out of 5.0 across departments) and these results were identical
for each part of value maximization (3.5 out of 5.0 for contribution and appropriation).
There were some differences across departments, however, with higher values reported
for the Housekeeping and Conference Sales and lower values reported for the Kitchen.

Table 5.14 reports correlations among the dimensions of fit and value maximization.
Proposition 2 proposed that each dimension of fit would positively influence value
contribution and value appropriation. The results in Table 5.14 are mixed. On the one
hand, all of the correlations are positive, as proposed. However, the correlation between
knowledge-contract fit and value maximization is practically zero (r = 0.004). As a
result, the average correlation between fit and value maximization is very low (r = 0.085).
This appears to refute the Proposition 2. Nonetheless, some support for Proposition 2 can
be seen in the strong, positive relationship between knowledge supply fit and value
maximization, particularly with the appropriation dimension (r = 0.646).
(3) Summary: Across hotels

Table 5.15 shows the correlations among fit and value maximization in the hotels.
Table 5.15: Correlations among fit and maximising value in both hotels (n = 15)
Fit

I

Contribute
Maximising
Appropriate
Value
Mean Max.
I

Key:

I

KS Fit
0.287
0.514*'
0.362*

I

KC Fit
0.242
0.31 1
0.234

* significant at p < .lo; ** significant at p < .05

I

HRP Fit
0.223
0.260
0.261

I

I

Mean Fit
0.346
0.446**
0.389*

I

Proposition 2 proposed that each dimension of fit would positively influence value
contribution and value appropriation. The results provide some support for the
proposition because the average correlation between the dimensions of fit and the
dimensions of value maximisation is positive and significant (r = 0.389). Moreover, all
of the dimensions of fit have positive relationships with value maximisation (ranging
from 0.234 to 0.362). Nonetheless, the results are weaker on a per dimension level, with
only one of the dimensions of fit (knowledge supply fit) having a statistically significant
relationship with one of the dimensions of value maximisation (ability to appropriate).
Thus, the aggregated results reflect the mix of reasonably strong and reasonably weak
evidence found in hotel A and hotel B respectively. Overall, because the results are in
the proposed direction and the power of the tests is low (due to the small sample size), the
results do not provide conclusive evidence against Proposition 2. However, because the

results are not statistically significant, they do not provide conclusive evidence for
Proposition 2 either. Therefore, the qualitative evidence, considered next, has to be
examined to determine whether it confirms the positive relationships found in the
correlations, thus supporting Proposition 2, or whether it finds a negative relationship or
no relationship, thus refuting the proposition.

5.3.2 Temporal Precedence: Proposition 2
This section provides evidence of temporal precedence for Proposition 2.

(1) Temporal precedence: Willingness to Contribute
This segment of the study measured the extent to which the three factors associated with
fit viz:
-Knowledge supply fit
-Knowledge - contract fit

-HR practice - contract fit
. ..temporally preceded suppliers' willingness to contribute.
Questions used to identify willingness to contribute were designed to obtain evidence of
the predicted effects of four major factors, each of which had been shown in practice to
have a strong correlation with workforce contribution:

1) Continuance: evidence based on individuals' perceived commitment to
remaining in the job and/or the organization
2) Attendance: evidence based on individuals' punctuality, diligence, and general
workplace behaviour
3) Taskperformance: evidence from the quantity and quality of effort displayed by

individuals' and their all round job performance
4) Organizational citizenship behaviour: evidence from individuals7 willingness to
'go above and beyond' the immediate demands of their roles and to contribute
through extra role behaviours such as assisting colleagues, showing special
attention to guests, non mandatory attendance at meetings etc

(2) Summary and Comparisons across hotels of Temporal Precedence: Willingness
to Contribute

The evidence reported above supported the proposed causal influence of all three factors
predicted to be antecedents to willingness to contribute viz:
1) Knowledge supply fit
2) Knowledge - contract fit
3) HR practice - contract fit
The pattern of comments made in relation to willingness to contribute from which
evidence was obtained of temporal precedence and influence of the above three fit factors
is shown in Table 5.16 below. A detailed analysis of the comments made in relation to
each of these components for each hotel is shown in Appendix B, Section 3. As noted
earlier the influence of the three fit factors on each of the four components of willingness
to contribute: Continuance, Attendance, Organizational Citizenship Behaviour and Task
Performance was beyond the scope of the model.
Table 5.16: Pattern of comments made in relation to willingness to contribute

Hotel
Total hotel A

Knowledge
supply fit
5

KnowledgeContract fit
11

HR Practice
-Contract fit
9

Other Causal Total
Factors
1
26

Total hotel B

1

10

9

2

22

As can be seen from the above table the main antecedent factor influencing willingness to
contribute in both hotels was knowledge - contract fit followed closely by HR practice contract fit with knowledge supply fit figuring much less prominently. A small number of
other causal factors were also identified in each hotel and are discussed in a separate
summary below (see Section 5.3.3).
As noted earlier while all three fit factors were evidently considered salient by informants
one possible explanation for the lower incidence of comments in relation to knowledge

supply fit was that informants were more accustomed to interpreting and discussing
supplier behaviour, by recalling their on the job observations of work practices and the
enactment of hotel-supplier relationships, rather than considerations of the supplier
competencies/knowledge that may have underpinned such practices and relationships. As
a result knowledge supply fit, with its emphasis on underlying competencies may have
been less prominent in their minds when providing reasons for their responses than
contract and practice related antecedents.

None of the comments made by the informants provided any evidence of reverse
causation. In general the overall pattern of evidence of temporal precedence supported
the model.

(3) Temporal Precedence: Ability to Appropriate
The questions asked in this segment were designed to identify to what extent the hotels
had the ability to appropriate the value of their workforces' contributions, both
economically and strategically.
(4) Summary Temporal Precedence across hotels: Ability to appropriate
The evidence obtained from informants' comments supported the proposed causal
influence of all three factors predicted to be antecedents to ability to appropriate viz:

- Knowledge supply fit

- Knowledge - contract fit
- HR practice - contract fit
The pattern of comments made in relation to ability to appropriate, from which evidence
was obtained of temporal precedence and influence of the above three fit factors is shown
in Table 5.17 below.

Table 5.17: Pattern of comments made in relation to ability to appropriate

Total hotel A

Knowledge
supply fit
5

KnowledgeContract fit
9

HR Practice
-Contract fit
10

Other Causal Total
Factors
2
26

Total hotel B

6

10

12

1

29

The above table reveals a very similar pattern of evidence for both hotels. The main
antecedent factor influencing ability to appropriate in each hotel was HR practice contract fit followed closely by knowledge - contract fit with knowledge supply fit
figuring less prominently. Three other significant causal factors were identified and are
discussed in a separate summary below (see Section 5.3.3).
All three fit factors were evidently considered salient to the hotels' ability to appropriate.
A possible explanation for the lower incidence of comments providing evidence of
knowledge supply fit may have been that its influence on the hotels' ability to appropriate
was less 'visible' than the influence of HR practice - contract fit and knowledge contract fit. The reason for taking this view is that policies and procedures affecting the
hotels' ability to appropriate could be more readily observed in hotel-supplier contractual
relationships and HR practices enacted in the workplace than by reference to policy
decisions that may have led the hotels to accept certain suppliers as matching their needs.
The strikingly similar pattern of evidence based on the responses from each hotel also
lends support to this conclusion.
None of the comments made by the informants provided any evidence of reverse
causation. In general the overall pattern of evidence of temporal precedence supported
the model.
(5) Summary and Comparisons of Temporal Precedence across hotels: Proposition 2

As noted above this section of the research findings was concerned with presenting and
discussing evidence in support of Proposition 2 which predicted that:

Knowledge supply fit, Knowledge -contract fit and HR Practice-contract fit will
positively influence maximising valuefromfii

The findings for each hotel have been separately presented above and further detailed
findings in respect of the effects of the three antecedents on willingness to contribute and
ability to appropriate are detailed in Appendix B, Section 3. The following notes
surnrnarise the findings for both hotels.
In general support was found for the temporal precedence and influence of all three
antecedents to fit on each of the two components of maximising value from fit:
willingness to contribute and ability to appropriate. The numbers and percentages of
comments providing evidence of temporal precedence and influence in relation to each of
the three antecedents for maximising value from fit as a collective construct i.e. including
both willingness to contribute and ability to appropriate are shown in Table 5.18 below.

Table 5.18: Numbers and percentages of comments providing evidence of temporal
precedence and influence in relation to each of the three antecedents for maximising
value from fit

KS

KC

HR

Total

Hotel A Number

10

20

19

49

Percentage

20%

4 1%

39%

100%

Hotel B Number

7

20

21

48

Percentage

15%

42%

43%

100%

NB KS=Knowledge supply fit, KC=Knowledge -contract fit and HR=HR Practicecontract fit
From Table 5.18 it can be seen that in overall terms evidence of temporal precedence and
influence was strongest in relation to HR practice - contract fit, followed closely by
knowledge -contract fit. The influence of knowledge supply fit while significant was less
evident from informants' comments than the other two antecedents.

The relative influence of each of the three antecedents on each of the two major
components of maximising value from fit: willingness to contribute and ability to
appropriate is shown in Table 5.19 below.

Table 5.19: Relative influence of each of the three antecedents on each of the two
major components of maximising value from fit

KS

KC

HR

Total

Willingness to contribute

13%

47%

40%

100%

Ability to appropriate

2 1%

37%

42%

100%

As shown in Table 5.19, HR practice - contract fit had approximately the same level of
influence on both willingness to contribute and ability to appropriate. The strong and
relatively even influence of this antecedent on both factors appeared to be due to the
effects of HR practices on both these factors being readily observable by informants in
both hotels. For example HR practices such as job design, training, compensation and
rewards could be readily associated by informants with observable improvements in
supplier continuance and attendance, organizational citizenship behaviour and task
performance. Similarly these and other HR practices could be readily observed to benefit
the hotels in enabling them to retain, develop and exploit their workforce capabilities.
Table 5.19 also shows that knowledge - contract fit, while having approximately the
same influence as HR practice - contract fit in overall terms had a significantly greater
influence on willingness to contribute than on ability to appropriate. The strong but
relatively uneven influence of this antecedent on each component again appears to have
been caused by the relative observability of the effects by the informants. In the case of
willingness to contribute the informants were more readily able to observe the influence
of knowledge - contract fit since it directly affected the members of their departments
and the workforce generally in both hotels. In contrast the influence of this antecedent on
the hotels' ability to appropriate, while still observable was less transparent, since it
involved considerations of suppliers' knowledge characteristics and contracts from

strategic perspectives, which the informants (other than the hotel GMs) were not as
familiar with in practice.

The weaker influence of knowledge supply fit revealed in Table 5.19 appeared to be due
to informants being more accustomed to viewing, interpreting and discussing supplier
behaviour through their observations of work practices and the enactment of contractual
relationships rather than the competencies/knowledge underpinning such practices and
relationships. As a result knowledge supply fit, with its emphasis on underlying
competencies may have been less prominent in their minds when providing reasons for
their responses than contractual and practice related antecedents. The lesser influence of
knowledge supply fit on willingness to contribute was due to the small percentage of
comments relating to this factor made by informants in hotel B. The reason for the
paucity of comments from hotel B is not readily obvious but may have been caused in
part by the much higher level of staff turnover in hotel B, which would have limited the
time over which informants were able to measure suppliers' willingness to contribute.
Another factor could have been that, as shown earlier, informants' in hotel B rated market
availability of suppliers with requisite knowledge much lower than in hotel A. This lower
rating in turn may have caused informants in hotel B to focus on the hotel's ability to
appropriate knowledge from the suppliers they were able to attract rather than on
suppliers' willingness to contribute.

While the conclusions drawn from the evidence presented above were that the
antecedents in the research model temporally preceded willingness to contribute and
ability to appropriate the question could be asked as to whether reverse causation might
have occurred. None of the comments made by the informants however provided any
evidence of reverse causation in relation to any of the antecedents in the model. A small
number of other possible causal factors were also identified and are discussed below in
Section 5.3.3

In overall terms the weight of evidence supported Proposition 2 i.e. that the three
antecedents in the research model temporally preceded and influenced willingness to
contribute and ability to appropriate.

5.3.3 Influence of Other Causal Factors on Maximising Value from Fit: Proposition
2
This section of the findings reviews the evidence that factors other than the three
antecedents in the research model temporally preceded and influenced willingness to
contribute and ability to appropriate in the two hotels.
(1) Willingness to Contribute
Three other possible causal factors were identified, one in hotel A and two in hotel B:

(I) Declining attractiveness of the hotel industry to suppliers
The head of Function Sales in hotel A suggested that the declining attractiveness of the
hotel industry relative to other industries, combined with suppliers' confidence in finding
jobs elsewhere had led to a reduced overall willingness by suppliers to contribute. The
comments could be taken to imply that declining industry attractiveness had a direct and
negative effect on suppliers' behaviour in general, thus by implication negatively
impacting even those suppliers who otherwise might be regarded as ideally fitting the
hotels' requirements. An alternative inference is that declining industry attractiveness
caused the hotel to have increasing difficulty in matching its knowledge demand with
supply, leading to reduced knowledge supply fit, which in turn would have negatively
impacted suppliers' willingness to contribute. According to this latter interpretation the
influence of declining industry attractiveness on willingness to contribute was mediated
by knowledge supply fit. Since either explanation appears possible it is assumed that
declining industry attractiveness may have been a separate causal factor but the evidence
is not conclusive.

(2) Age of supplier
The head of Housekeeping in hotel B indicated that while most of her staff would not
leave for "a bit more money" one staff member would leave. An important direct
antecedent influencing continuance and attendance in this case appeared to be the age of
the individual. The head of Housekeeping's other comments however also suggested that
this individual was not regarded as ideal for the job, implying perhaps that youth was a
proxy for inexperience, which had led to suboptimal knowledge supply fit. Based on this
latter interpretation knowledge supply-fit mediated the influence of the agelinexperience
of the supplier on continuance and attendance. Both interpretations seem possible and it
is assumed that age of supplier may have had some direct effect on attendance and
continuance and thus willingness to contribute but, as in the industry attractiveness case
above, the evidence for age as another direct causal factor is weak.

(3) Length ofjob tenure
Comments made by the Financial Controller in hotel B indicated a positive association
between length of job tenure of individuals working in his department and task
performance. One interpretation of his remarks was that length ofjob tenure temporally
preceded and influenced organizational citizenship i.e. it was another separate causal
factor. Another interpretation is that length of job tenure depended on mutual willingness
by Hotel and suppliers to engage in a long term contractual relationship. Such a
relationship is a key element of knowledge - contract fit. Thus while length of job tenure
may have moderated the influence of knowledge - contract fit on task performance by
increasing its effects over time, it would seem more likely that knowledge -contract fit
and not job tenure per se temporally preceded and influenced task performance. It is
however possible that job tenure had some direct effect on task performance, so it is
included here as a possible other causal factor, although the evidence is not conclusive.

(2) Ability to Appropriate
Three other possible causal factors were identified, two in hotel A and one in hotel B:
( I ) Tacit nature of knowledge acquired on the job
The head of Kitchen in hotel A indicated that the hotel had difficulty appropriating the
benefits of knowledge acquired by individuals while working in the kitchen, since the
largely tacit nature of knowledge acquired made it difficult, if not impossible, to record
and communicate it. Taken on its own this comment suggests that the tacit nature of
much of the knowledge acquired on the job negatively influenced the hotel's ability to
appropriate the benefits of kitchen suppliers' knowledge. Other evidence however,
referred to earlier in this chapter, suggested that the hotel viewed traditional line
functions, such as kitchen operations, as highly amenable to standardisation, and that it
therefore expected suppliers to be able to perform these functions satisfactorily by
following explicit hotel operating procedures. The hotel's policy of using casual staff on
part time work arrangements in the kitchen as elsewhere reinforces the view that it placed
little reliance on the idiosyncratic knowledge of individuals or teams gained by working
together over time. Thus while the tacitness of suppliers' knowledge may have reduced
the hotel's ability to appropriate its benefits, these benefits appear to have been
discounted by the hotel in favour of the benefits of compliance with standard job
procedures. Compliance with such procedures is a key element of job design which in
turn is an important element of HR practice - contract fit. HR practice - contract fit is
thus seen as the more likely antecedent to the hotel's inability to appropriate in this case.
(2) The size andJinancia1 resources of the hotel and the group

The size of hotel A meant that there were fewer levels of management than in larger
hotels. As a result there were fewer opportunities for internal advancement, which in turn
reduced the hotel's ability to ensure individuals became increasingly motivated and
committed to it as an employer. Similarly the financial resources of the group did not
allow the hotel GM to offer significant financial rewards so as to promote supplier
motivation and commitment. While these factors appear to have had a direct effect on the
hotel's ability to appropriate the benefits of suppliers' knowledge it could reasonably be

assumed that they would have been well understood and therefore acknowledged as
constraints in selecting, contracting with and managing suppliers i.e. in the processes
associated with obtaining fit. From that perspective the constraints imposed by size and
financial resources would have been mediated by the three fit factors. On balance
therefore the evidence that size and financial resources were separate causal factors
directly influencing the hotel's ability to appropriate is not conclusive.

(3) Hotel culture
In hotel B volunteering information, exchanging ideas and recording and communicating
knowledge acquired on the job were considered to be influenced by the Hotel's overall
culture, rather than Hotel policies and procedures specifically designed to induce these
behaviours among suppliers. Based on this interpretation the Hotel's culture had a direct
influence on ability to appropriate. Another interpretation is that specific policies and
procedures that had helped to shape the Hotel culture had significantly and directly
influenced ability to appropriate. In this context it was notable that the GM first ascribed
department heads' motivation and commitment to the influence of Hotel culture, however
when asked how the Hotel's culture influenced suppliers' motivation the GM referred to
HR practices he had personally instituted, which were key elements of HR practice contract fit. It thus became clear that suppliers' motivation and commitment was directly
influenced by HR practice - contract fit. In other words it would seem that while Hotel
culture did have some general influence on the hotel's ability to appropriate its influence
was at least in part mediated by one or more of the three fit factors.

(3) Summary: Evidence of Other Causal Factors across hotels
While there was some evidence from informants' comments of other causal factors
having influenced willingness to contribute and ability to appropriate none of the
evidence was wholly conclusive. In all cases there was also evidence suggesting the
influence of one or more of the three fit factors. In most of these cases, as shown from the
preceding analysis, fit factors could be argued to have mediated the effects of the other
causal factors i.e. the other causal factors did not have a direct effect. The influence of
other causal factors therefore is regarded in general as weak.

5.4 Evidence for Proposition 3

This section presents evidence for Proposition 3:
Suppliers' willingness to contribute their knowledge and organizations' ability to
appropriate the benefits of the suppliers' knowledge will positively influence
organizations' effectiveness
As noted earlier organizational effectiveness refers to the extent to which an organization
achieves its objectives and following Donaldson (2001) was considered as synonymous
with organizational performance. Evidence of temporal precedence was gained from
informants' comments obtained during interviews to discuss their responses to a
questionnaire designed to gain their opinions as to the relative influence of knowledge
factors versus other factors on suppliers7performance and thus suppliers7contributions to
the hotels' performance. Questions were specifically designed to elicit from informants:

- what they saw as the major factors influencing individuals' competencies and
behaviours

- examples drawn from their experience of how individuals' competencies and
behaviours influenced their performance
- any other factors (unrelated to competencies or behaviours) that they believed might
cause individuals to perform well or badly.

5.4.1 Covariation: Proposition 3
This section provides evidence of covariation based on analyses of the responses obtained
from department heads in each hotel to the questionnaires used in the case study.

(1) Hotel A

The scores obtained through interviews for each construct (Table 5.20) followed by the
correlations among the scores (Table 5.21).

Table 5.20: Scores for maximising value and effectiveness in hotel A
--

Table 5.21: Correlations among maximising value and effectiveness hotel A (n = 6)

I Effectiveness (Performance)
Key:

Contributing

Maximising Value
Appropriating

Mean

0.61I*

0.627*

0.627*

* significant at p < .lo; ** significant at p < .05

The scores for maximising value in hotel A were presented and discussed earlier (see
Section 5.3.1.1). As discussed in that section, departments reported that they did not
maximise value as well as they could (averaging 3.4 out of 5.0 across departments). As
Table 5.20 shows informants in hotel A believed effectiveness could also be better
(averaging 3.7 out of 5.0 across departments). Effectiveness varied across departments,
ranging from a high of 4.3 out of 5.0 in Front office to a low of 3.4 in Housekeeping.
Table 5.21 shows the relationships between the dimensions of value maximisation and
effectiveness. Proposition 3 proposed that value contribution and value appropriation
would positively influence organizations' effectiveness. The correlations in Table 5.21
provide strong support for this proposition because the correlations between each
dimension of value maximisation and effectiveness are positive and significant.

(2) Hotel B
The scores obtained through interviews for each construct are first presented (Table 5.22)
and then the covariation among the scores (Table 5.23).

Table 5.22: Scores for maximising value and effectiveness in hotel B

Table 5.23: Correlations among maximising value and effectiveness hotel B (n = 9)

Contributing
0.324

Maximising Value
Appropriating
0.187

I

I Effectiveness (Performance)
Key: * significant at p < .lo; ** significant at p < .05

I

Mean
0.132

The scores for maximising value in hotel B were presented and discussed earlier (see
Section 4.3.1.2). As discussed in that section, departments reported that they did not
maximise value as well as they could (averaging 3.5 out of 5.0 across departments). As
Table 5.22 shows, informants in hotel B believed effectiveness could also be better,
ranging from 3.0 to 4.0 across departments, with an average of 3.5 out of 5.0.
Table 5.23 shows the relationships between the dimensions of value maximisation and
effectiveness. Proposition 3 proposed that value contribution and value appropriation
would positively influence organizations' effectiveness. The correlations in Table 5.23
provide partial support for this proposition because the correlations between each
dimension of value maximisation and effectiveness are positive, but they are not
statistically significant.

(3) Summary of both hotels
Table 5.24 below shows the correlations among fit and value maximization in the hotels:

Table 5.24: Correlations among maximising value and effectiveness in both hotels
(n = 15)

I Effectiveness (Performance)
Key:

Contributing
0.339

Maxirnising Value
Appropriating
0.188

Mean
0.268

* significant at p < .lo; ** significant at p < .05

Proposition 3 proposed that value contribution and value appropriation would positively
influence organizations' effectiveness. The correlations in Table 5.24 provide partial
support for this proposition because the correlations between each dimension of value
maximisation and effectiveness are positive, as proposed, but they are not statistically
significant. Therefore, much like the results for Proposition 2, the aggregated results for
Proposition 3 reflect a mix of the strong evidence found in hotel A and the reasonably
weak evidence found in hotel B. Overall, because the results are in the proposed
direction and the power of the tests is low (due to the small sample size), the results can
be argued to provide support for Proposition 3. Certainly, they do not provide conclusive
evidence against it. However, because the results are not statistically significant, they do
not provide conclusive evidence for Proposition 3 either. Thus, the qualitative evidence,
considered next, has to be examined to determine whether it confirms the positive
relationships found here, thus supporting Proposition 3, or whether it finds a negative
relationship or no relationship, thus refuting the proposition.

5.4.2 Temporal Precedence: Proposition 3
This section provides evidence of temporal precedence for Proposition 3. Further detailed
evidence is provided in Appendix B Section 4.

(1) Summary and Comparisons of Temporal Precedence across Hotels:
Proposition 3
Informants identified a wide range of possible causative factors many of which involved
antecedents from earlier stages in the model i.e. related to the effects of obtaining fit on
fit (Proposition 1) and of fit on willingness to contribute and ability to appropriate
(Proposition 2) as well as the effects of willingness to contribute and ability to
appropriate on organizational effectiveness (Proposition 3). The benefits of this process
were twofold. Firstly informants' comments provided further confirmation of the validity
of Proposition 1 and 2 as well as Proposition 3. Secondly informants' comments provided
evidence of previously unidentified causal antecedents related to earlier propositions.
In general significant support was found for the temporal precedence and influence of
both antecedents on organizational effectiveness. The numbers and percentages of
comments providing evidence of temporal precedence and influence in relation to each of
the two antecedents in both hotels are shown in Table 5.25 below.

Table 5.25: Evidence of temporal precedence and influence in both hotels
Contribution

Appropriation Total

Hotel A Number

11

18

29

Percentage

38 %

62%

100%

Hotel B Number

18

31

49

Percentage

37%

63%

100%

From Table 5.25 it can be seen that the pattern of evidence was very similar between
hotels. In overall terms evidence of temporal precedence and influence on organizational
effectiveness was strong for both antecedents, but significantly stronger for ability to
appropriate than willingness to contribute by about the same margin in each hotel.
All informants were asked if there were any other factors that might affect suppliers'
performance and thus organizational effectiveness. Factors identified were found to be

mediated by existing antecedents in the model with the exception of two additional causal
factors which are discussed separately below, along with a number of other possibly
relevant factors (see Section 5.4.3).

While both willingness to contribute and ability to appropriate were evidently considered
salient to organizational effectiveness one possible explanation for the lower incidence of
comments in relation to contribution factors was that informants may have been more
aware of hotel policies and procedures that enabled the hotel to appropriate the benefits
of suppliers' knowledge than the factors driving suppliers' willingness to contribute. An
explanation for informants' greater awareness of appropriation factors would logically
have been that hotel policies and procedures were likely to be more explicit and thus
more readily observable than human behavioural drivers. Another possible explanation is
that informants had less experience in considering HR related issues, since as noted
earlier in relation to Proposition 2 they had limited involvement in HR management
functions; in the case of hotel A, HR management was functionally supported from Head
Office and hotel B had an in house HR support function.

In addition to identifying the causal influence of willingness to contribute and ability to
appropriate on organizational effectiveness several of the comments made by informants
in both hotels provided further evidence of causal links from the antecedents from earlier
stages in the model to both contribution and appropriation, thus offering further support
to the chain of causal relationships as posed in the model.
Some of the informants' comments provided evidence of previously unidentified causal
antecedents whose effects on organizational effectiveness were mediated by willingness
to contribute and /or ability to contribute .For example in hotel A the influence of
suppliers' personal financial status and their overall satisfaction with working for the
hotel on individuals' performance and thus organizational effectiveness were mediated by
willingness to contribute. Both willingness to contribute and ability to appropriate
appeared to mediate the effects on organizational effectiveness of suppliers' commitment
to high work performance standards.

While the conclusions drawn from the evidence presented above were that the
antecedents in the research model temporally preceded organizational effectiveness the
question could be asked as to whether reverse causation might have occurred. None of
the comments made by the informants however provided any evidence of reverse
causation in relation to either of the two antecedents in the model. Two other causal
factors were also identified and are discussed below in Section 5.4.3 along with a small
number of other possibly relevant factors.
In conclusion the varying influence of willingness to contribute and ability to appropriate
on suppliers' performance and thus organizational effectiveness provided useful insights
into the causal relationships involved and suggested some avenues for further research
that are commented on further in Chapter 6: Conclusions and Implications. The
significant incidence of comments confirming the predicted effects of earlier antecedents
in the causal chain further supported the overall research model. In overall terms the
weight of evidence supported Proposition 3 i.e. that the two antecedents in the research
model temporally preceded and influenced willingness to contribute and ability to
appropriate.
5.4.3 Influence of Other Causal Factors: Proposition 3
This section of the findings reviews the evidence of factors other than the two
antecedents in the research model having temporally preceded and influenced
organizational effectiveness in the two hotels.
Two other possible causal factors were identified: guest occupancy levels and hotel size.
Guest occupancy levels were identified as a possible other causal factor in both hotel A
and B and hotel size in hotel A:

( I ) Guest Occupancy Levels
The head of Function Sales in hotel A suggested that occupancy levels affected suppliers
by causing changes in their levels of mental alertness and preparedness to work. When

asked if she meant that suppliers' performance was improved when occupancy was high
she agreed and said that it stimulated suppliers to "work that little bit harder". While
these comments could be taken as evidence of a direct effect of occupancy upon supplier
performance it appeared that the immediate effect of guest occupancy was on suppliers'
levels of mental alertness and preparedness to work, both important components of
continuance and attendance. Continuance and attendance is a key element of willingness
to contribute. Thus willingness to contribute temporally preceded and influenced
organizational effectiveness. Guest occupancy appears to have moderated the effects of
fit on willingness to contribute by varying the extent of suppliers' levels of alertness and
attention i.e. making them more or less willing to contribute.

In the case of hotel B the GM indicated that guest occupancy had a small but significant
influence on suppliers' performance and hence organizational effectiveness. In the course
of conversation he also commented that, somewhat unexpectedly hotel statistics had
revealed a positive correlation between occupancy and satisfaction i.e. guest satisfaction
increased with increased occupancy and vice versa. To explain this unexpected finding
the GM suggested that perhaps people who worked in hotels temperamentally needed the
extra pressure brought by high guest occupancy levels to perform optimally i.e. they
needed to be "driven". His explanation could be taken as evidence of a direct causal
connection between occupancy levels and supplier's contribution to OE through their
performance. Another explanation, given the GM felt hotel workers in general needed to
be driven, was that this trait would have been factored into the hotel's view of knowledge
demand or knowledge of knowledge supply processes, both key antecedents to fit.
According to this latter interpretation the influence on organizational effectiveness of
suppliers' need to be driven would have been mediated by fit and then willingness to
contribute. How then to account for the role of Hotel occupancy? The most likely
explanation would seem to be that variations in guest occupancy levels moderated the
effects of fit on suppliers' willingness to contribute by heightening or reducing suppliers'
perceptions of the need to contribute, thus the higher the occupancy the greater the
perceived need for extra effort and vice versa.

It is interesting to note that the nature of the influence of Hotel occupancy on both hotel
A and B was similar, in that in both cases informants indicated that willingness to

contribute increased with higher occupancy levels. In addition both sets of comments
provided evidence that changes in supplier behaviour involved factors associated with
willingness to contribute and both implied that occupancy levels moderated the normal
effects of fit on willingness to contribute. Evidence from other studies tends to c o n f m
the picture that emerged in the hotels of suppliers responding positively to guest
pressures e.g. Rose describes how food attendants tend to work harder in a busy
restaurant than in one where there are fewer guests (Rose, 2004, p18).
It is also worth noting in this context that occupancy levels would logically have had a
direct effect on organizational effectiveness by varying hotel income and may have had
other direct effects on guest satisfaction e.g. guests may have felt more satisfied when
they were in a hotel with many other guests. These types of effects however, being
unrelated to human knowledge supply and therefore outside the scope of the thesis were
not studied.

(2) Hotel Size
When discussing the relevance of hotel provided training to improving individuals7
competencies and thus their performance the hotel GM mentioned that hotel size
constrained the learning and development of department heads. The main effect of size in
this context was that given the equality of their roles and lack of upwards progression
(other than to his job) department heads typically had to move elsewhere in the group to
progress. This constraint appeared to have a direct effect on the hotel's (as distinct from
the group's) ability to appropriate the benefits of suppliers7knowledge fully, since the
most capable and ambitious department heads tended as a result to leave the hotel.
According to the hotel GM some suppliers, such as the head of Function Sales would take
up positions within the group while others would move elsewhere. In other words a
separate causal factor 'hotel size7temporally preceded and influenced ability to
appropriate which in turn temporally preceded and influenced organizational
effectiveness.

It is interesting to note that while the size of the hotel clearly limited the scope for key
staff members to progress, thus limiting the hotel's opportunity to maximise their
potential and to appropriate fully the benefits of their skills and experience this restriction
was not unique to hotel A. While not identified as a specific constraint by the GM in
hotel B it is evident from the comments made by him and members of his management
team that there was a systematic program in place to encourage the more talented and
ambitious department heads to leave after 2-3 years and progress elsewhere in the group.
In effect both hotels were treated by their respective groups as training grounds, with
negative effects upon hotel performance due to the consequent loss of value appropriation
through difficulties in succession planning and costs of finding and training replacements.
From this perspective it could be argued that the policies of the respective groups had an
equal or greater influence than hotel size on hotel organizational effectiveness, and that
both size and group policy effects on OE were mediated in part by the hotels' value
appropriation capabilities.

5.4.3.1 Summary of Evidence of Other Causal Factors for Proposition 3
Hotel guest occupancy levels could be regarded as another causal factor of some
significance, particularly since it was mentioned in both hotels. It was evident however
that the influence of occupancy levels on organizational effectiveness was not direct in
either hotel. Rather it seemed to moderate the influence of fit on willingness to
contribute, which in turn influenced suppliers' performance and thus organizational
effectiveness. This same pattern of causation was evident in both hotels
The influence of hotel size on organizational effectiveness appeared to be significant, in
that although it was only identified as a factor affecting performance by hotel A it was
evident from comments made in other contexts by hotel B that it applied there also. Hotel
size had a direct influence on the hotels' ability to appropriate the full benefits of
individuals' capacity to contribute and in both hotels this influence was negative. While
hotel size clearly did constrain the hotels' value appropriation capabilities it was also
apparent that the policies of the hotel groups in treating the hotels as training grounds had

an equal or greater influence than hotel size on the hotels' ability to appropriate value
from their suppliers. In summary the hotels' value appropriation capabilities mediated the
effects of hotel size on hotel performance and, at least in part, mediated the influence of
group training and development policies.
Other possibly relevant causal factors included hotel systems and processes, the hotel
brand standard and hotel equipment and supplies. While none of these factors had direct
causal effects on suppliers' performance they did have significant indirect effects through
other antecedents in the model.
In conclusion while the other causal factors noted in this summary appeared to have a
significant influence on organizational effectiveness their influence in all cases was
indirect, or only partially direct, and in each case involved antecedents in the theoretical
model. No additional causal factors having a direct effect on suppliers' performance and
thus organizational performance were identified in either hotel.
5.5 Summary of Evidence for Propositions 1-3
This section draws on preceding sections to summarise the evidence for all three
propositions:
5.5.1 Evidence for Proposition 1
Proposition 1 proposed that each dimension of four dimensions of obtaining fit viz:
knowledge of knowledge demand, knowledge availability, knowledge of knowledge
supply processes and knowledge supply flexibility would positively influence fit. The
results for covariation provided partial support for Proposition 1 because the overall
relationship between the antecedents and fit is positive and significant (r = 0.483) and
three of the four antecedents had positive relationships with fit. Despite the presence of
some support for Proposition 1, the results were not conclusive because of the negative
relationship between knowledge of knowledge demand and fit. An analysis of the
questions and responses suggests that this may have been due to the data being based on

perceptions leading to a case where the more informants became aware of their real needs
(knowledge of knowledge demand) the more dissatisfied they became with supply.

Because of the possibility of interpreting questionnaire data in this way, it was considered
that the evidence from the correlations did not provide conclusive evidence for a negative
relationship between knowledge of knowledge demand and fit. As a result the qualitative
evidence was important in shedding light on whether the effect was positive, as proposed,
or negative, as found in the correlations. The data for temporalprecedence indicated
strong support for Proposition 1 because each antecedent was found to influence fit. The
evidence for temporal precedence was strongest for knowledge of knowledge demand.
Because the qualitative data is much richer than the quantitative data and because it is
possible that the negative correlation found in the quantitative data for knowledge of
knowledge demand was purely a method artefact, the evidence for a strong positive
relationship between knowledge of knowledge demand and fit revealed by the qualitative
data suggests that the relationship was in fact positive, as proposed. The data for
temporal precedence also showed strong evidence in support of knowledge of knowledge
supply processes, followed to a lesser extent by knowledge availability and knowledge
supply flexibility. Section 5.2.2 discussed various reasons for this pattern of temporal
precedence and influence. None of the comments made by the informants provided
evidence of reverse causation in relation to any of the antecedents in the model.

With regard to other causal factors informants identified a number of factors indirectly
influencing fit through the four antecedents. While outside the scope of the model details
of these factors (per Yin, 2003) were provided for their revelatory value.
In overall terms, despite the initially inconclusive results for the tests of covariation, the
weight of evidence based on covariation, temporal precedence and other causal factors
supported Proposition 1.

5.5.2 Evidence for Proposition 2
Proposition 2 proposed that each dimension of fit would positively influence maximising
value from fit. The results of covariation provided some support for the proposition
because the average correlation between the dimensions of fit and the two dimensions of
value maximisation (willingness to contribute and ability to appropriate) as positive and
significant (r = 0.389). All of the dimensions of fit had positive relationships with value
maximisation, however only one of the dimensions of fit (knowledge supply fit) had a
statistically significant relationship with one of the dimensions of value maxirnisation
(ability to appropriate). The aggregated results reflected a mix of reasonably strong and
reasonably weak evidence found in hotel A and hotel B respectively. Overall, because
the results were in the proposed direction and the power of the tests was low (due to the
small sample size), the results did not provide conclusive evidence against Proposition 2.
However, because the results were not statistically significant, they did not provide
conclusive evidence for Proposition 2 either- thus underlining the importance of the
qualitative evidence discussed next to confirming or refuting the proposition.
From the qualitative evidence significant support was found for the temporal precedence
and influence of all three antecedents to fit on value contribution and value appropriation.
Evidence was strongest in relation to HR practice - contract fit, followed closely by
knowledge -contract fit. The influence of knowledge supply fit while significant was less
evident from informants' comments than the other two antecedents. In general this
pattern of influence as discussed above (see section 5.3.2) was readily explicable from
the evidence. None of the comments made by the informants provided evidence of
reverse causation in relation to any of the antecedents in the model.
In overall terms the weight of evidence supported Proposition 2, i.e. that the three
antecedents in the research model temporally preceded and influenced maximising value
from fit including both its value contribution and value appropriation components.
Six other causalfactors were tentatively identified. Three of these: (1) declining
attractiveness of the hotel industry to suppliers, (2) age of supplier, and (3) length of job

tenure, all related to value contribution. Three other factors (1) tacit nature of knowledge
acquired on the job, (2) size and financial resources of the hotel and the group and (3)
hotel culture, related to value appropriation. None of the evidence of causality in relation
to the above factors was wholly conclusive; in all cases there was also evidence
suggesting the influence of one or more of the three fit factors. In most of these cases fit
factors could be argued to have mediated the effects of the other causal factors i.e. the
other causal factors did not have a direct effect. The influence of other causal factors
therefore is regarded as weak.
In overall terms the weight of evidence based on covariation, temporal precedence and
other causal factors supported Proposition 2.
5.5.3 Summary: Proposition 3

Proposition 3 proposed that value contribution and value appropriation would positively
influence organizations' effectiveness. With regard to the evidence of covariation the
correlation data provided partial support for this proposition because the correlations
between each dimension of value maximisation and effectiveness were positive, as
proposed, however they were not statistically significant. Therefore, much like the
results for Proposition 2, the aggregated results for Proposition 3 reflect a mix of the
strong evidence found in hotel A and the reasonably weak evidence found in hotel B.
Overall, because the results are in the proposed direction and the power of the tests was
low (due to the small sample size), the results can be argued to provide support for
Proposition 3. Certainly, they do not provide conclusive evidence against it. However,
because the results are not statistically significant, they do not provide conclusive
evidence for Proposition 3 either. Thus, the qualitative evidence, considered next, played
a pivotal role in the overall weight of evidence.
Significant support was found for temporalprecedence and influence of both value
contribution and value appropriation antecedents on organizational effectiveness.
Evidence was strong for both antecedents, but significantly stronger for ability to
appropriate than willingness to contribute by about the same margin in each hotel.

Comments made by informants also provided further evidence of causal links from
antecedents in earlier stages in the model to both value contribution and value
appropriation, thus further strengthening the chain of causal relationships as posed in the
model. None of the comments made by the informants provided evidence of reverse
causation in relation to either of the two antecedents in the model.
Two other causalfactors were identified: hotel guest occupancy levels and hotel size.
Hotel occupancy levels might have been regarded as another causal factor of some
significance, particularly since it was mentioned in both hotels. It was evident however
on closer inspection that the influence of such levels on organizational effectiveness was
not direct in either hotel; rather it seemed to moderate the influence of fit on willingness
to contribute, which in turn influenced suppliers' performance and thus organizational
effectiveness. This same pattern of causation was evident in both hotels
The influence of hotel size on organizational effectiveness appeared initially to be
significant, in that although it was only identified as a factor affecting performance by
hotel A it was evident from comments made in other contexts by hotel B that it applied to
it also. Hotel size had a direct influence on the hotels' ability to appropriate the full
benefits of individuals' capacity to contribute. In both hotels this influence was negative.
While hotel size clearly constrained the hotels' value appropriation capabilities it was
also evident that the policies of the hotel groups in treating the hotels as training grounds
had an equal or greater influence than hotel size; in short both factors indirectly
influenced organizational effectiveness through limiting the hotels' value appropriation
capabilities.
In conclusion while these two other causal factors appeared to have a significant
influence on organizational effectiveness their influence in both cases was mainly
indirect and involved antecedents in the research model. No additional causal factors
having a direct effect on suppliers' performance and thus organizational performance
were identified in either Hotel.

In overall terms the weight of evidence based on covariation, temporal precedence and
other causal factors supported Proposition 3.

5.6 Conclusion: Propositions 1-3
The evidence based on correlation was positive for every proposition and for every
antecedent factor, except in one case-the
fit-and

effect of knowledge of knowledge demand on

this unexpected negative correlation was able to be explained by reference to the

qualitative evidence. The data obtained from testing for covariation was generally
positive and provided some useful insights, but due to the small sample sizes in most
instances lacked statistical significance.
The qualitative evidence derived from informants' comments was extensive; over 350
examples of temporal precedence being identified from the excerpts of audio transcripts
of conversations with informants (see Appendix B). The involvement of two hotels and
multiple departments in each hotel limited the possibility that qualitative data obtained
from informants would be only representative of one organization or based on the
opinion of a few influential opinion leaders. While the possibility that informants'
perceptions and comments were conditioned by some underlying industry
perspective/dominant logic which may have influenced their responses cannot be ruled
out (see Section 6.2 limitations) the overall weight of evidence from these comments
provided significant support for the predicted influence of temporal precedence for each
proposition and revealed no evidence of reverse causality. A small number of other
causal factors (1 1 in total) were identified and investigated but in general found to have
only weak influence. In conclusion the overall weight of evidence supported all three
propositions.

5.7 Additional Exploratory Investigation of Organizational Effectiveness
As noted in Chapter 4 the research to this point had provided ample opportunity to test
the theoretical model by demonstrating the extent to which KBT could be used to explain
and predict how firms' mix of human resources influenced OE, as shown in the findings
presented in preceding sections of this chapter. The model had not attempted however to

show the extent to which human knowledge influenced OE relative to otherfactors.
While as noted in Chapter 4 the lack of such explanatory power in the theoretical model
was not a weakness, since it was outside its scope, to add such explanatory power was
considered desirable. An additional exploratory investigation of organizational
effectiveness was therefore designed and implemented as a follow on to the study proper.
The methods used for the exploratory investigation were based on the development of
causal maps of business performance for each hotel, from which it was possible to
identify and measure the influence of each hotel's workforce1 knowledge suppliers on
hotel performance, relative to the influence of other internal and external elements.
During interviews designed to obtain their inputs for the causal mapping process
informants indicated that, in addition to the direct influence of individual elements,
significant interdependencies existed between the workforce, hotel systems and processes
and hotel brands in their causal effects. These interdependencies appeared to mediate or
moderate the direct effects of workforce influence on hotel OE. Thus, consistent with the
research objective to discover how fit influenced effectiveness it was decided to extend
the exploratory investigation to identify the nature and extent of these interdependencies.
The overview of the findings from the causal mapping process which follows, regarding
the influence of the hotels' intellectual resources on each hotel's performance is therefore
divided into two parts:
1) Individual influences of performance elements on hotel performance

2) Interdependent influences of performance elements on hotel performance
Further details of the methods used in the further exploratory study can be found in
Appendix A (see sample questionnaire 20 and attached comments) and detailed findings
of the exploratory study can be found in Appendix B, Section 5.

5.7.1 Individual Influences of Performance Elements on Hotel Performance
As noted in Chapter 4,26 performance elements including 7 key performance objectives
(KPOs) were identified in hotel A and 25 performance elements including 5 key

performance objectives (KPOs) in hotel B. Each causal relationship between elements
was identified, mapped and the causal influence in each case quantified in percentage
terms.

Performance elements were further divided into three major groups: external elements,
internal elements and outcome elements. The external and internal elements were
identical in each hotel and the outcome elements were largely similar as indicated in the
following descriptions of each group:
I)

External elements comprised elements external to each hotel and largely outside
its control viz: the hotel group, presence of competing hotels, the relative
attraction of Brisbane as a destination for travellers, the relative supply of hotel
accommodation in Brisbane, plus the relative level of competition among
suppliers to the hotel and a small number of other miscellaneous elements. The
influence of these elements on overall hotel performance as a percentage of all
three groups was estimated as 25% in hotel A and 3 1% in hotel B.

2) Internal elements comprised elements internal to the hotel and largely within its

control. These elements were further subdivided into two types :
o

Resources comprising:

-

intellectual resources: hotel workforce, systems and processes and brand standard,

-

physical and financial resources: property and amenities and purchasing power

o

Management activities comprising management of hotel operations, hotel
infrastructure, the hotel supply chain and hotel pricing.

The combined contribution of these internal elements to overall hotel performance as
a percentage of all three groups was estimated as 34% in hotel A and 29% in hotel B.
3) Outcome elements comprised both intermediate and ultimate or 'key'

performance elements such as guest volume, guest yield, costs, revenues, market
share, gross profit contribution, guest satisfaction, guest loyalty, and employee
satisfaction/turnover. The contribution of these outcome elements to overall hotel
performance as a percentage of all three groups was estimated as 41% in hotel A
and 40% in hotel B.

Table 5.26 below shows the relative contributions of intellectual resources, fmancial and
physical resources and management activities expressed as a percentage of the total of
internal elements. Additional information including examples of causal maps developed
in the course of the exploratory investigation is contained in Appendix A, (Sample
Questionnaire 20).

Table 5.26: Relative contributions of intellectual resources, financial and physical
resources and management activities as a percentage of all internal elements

The results of the quantification of performance effects as shown in Table 5.26 showed
that the workforce had a significant effect on hotel performance in both hotels and its
relative influence was greater than any other individual resource. Intellectual resources
collectively were considered to have a significantly greater influence on hotel
performance than financial and physical resources and slightly more influence than
management activities. The findings were closely similar in both hotels for each set of
elements, other than for the workforce, which was perceived to have significantly more
influence on performance in hotel B. This finding was consistent with the greater
importance attached to the workforce in hotel B, as reflected in the generally higher
levels of support the hotel provided including an onsite HR management function. In
general the findings complement the fmdings of the research study proper, in that while
that study showed how workforce fit influenced hotel performance the additional

exploratory investigation helped quantify the extent to which the workforce influenced
hotel performance relative to other key performance elements.
While the causal mapping process provided evidence of the individual contributions of
performance elements, it became evident from discussions with informants in the course
of developing the causal maps that a significant level of interdependence existed in
practice between the workforce and other hotel elements, including other intellectual
resources, physical and financial resources and management activities, in their influences
on performance. These comments corroborated earlier remarks made in the course of the
research study and reported in the detailed findings (see for example Appendix B, ATA
11 p571). The exploratory investigation was therefore expanded to investigate the nature
of the interdependencies involved. Given the focus of the research and the complexity of
the task it was decided to limit the investigation to interdependencies between the three
types of intellectual resources viz: hotel workforce, hotel systems and processes and hotel
brand standard. The findings of this next stage of the exploratory investigation are briefly
described below.
5.7.2 Interdependencies in Influence of Intellectual Resources on Hotel Performance

Following an initial exercise involving the mapping of interdependencies between the
three intellectual resources described in the preceding section, in their effects on
operations management it was decided to expand the range of causal contexts in which
they were thought to have a significant influence in order to identify the extent to which
patterns of interdependencies might vary. Based on discussions with the consultative
panels set up to oversee the causal mapping processes in each hotel six causal contexts
common to each hotel were identified:
1)

Operations management

2) Infrastructure management

3) Supply chain management
4) Pricing

5) Guest satisfaction
6 ) Guest volume

Each of the six causal contexts involved a performance element previously identified in
the causal mapping process. The first four of the contexts represented key management
activities and the last two performance outcomes.
A semi-structured questionnaire was used to identify and measure the extent of the
interdependencies. Interdependencies were quantified by asking informants to estimate
the extent in percentage terms to which the hotel workforce, systems and processes and
brand standards were distinguished from each other in their individual effects in each
causal context.
Table 5.27 below shows the results for each hotel averaged across the six causal contexts,
the figure in each cell representing the percentage dependency of one element on another
in their effects. Interdependencies between hotel systems and processes and the brand
standard were not assessed as they were considered outside the scope of the thesis.
Table 5.27: Summary of interdependencies between intellectual resources
Hotels

Dependency
of
Workforce
on Systems
& Processes

Dependency
of Systems
& Processes
on
Workforce

%

%

Net
Dependency
of Systems
& Processes
on
Workforce

Dependency
of
Workforce
on Brand
Standard %

Dependency
of Brand
Standard on
Workforce

Hotel A

85.0

85.2

0.2

72.3

81.0

8.7

Hotel B

80.9

91

10.2

45

71.4

26.4

83

88.1

5.2

58.7

76.2

17.6

%

Net
Dependency
of Brand
Standard on
Workforce
%

%

Mean Average

la) Workforce-systems and processes
As can be seen from the table above the extent of interdependency between the workforce
and systems and processes in their influence on hotel performance was very high in both

hotels, with systems and processes being marginally dependent in overall terms on the
workforce in hotel A and significantly more dependent in hotel B.

(b) Workforce -hotel brand standard
The extent of interdependency between the workforce and the hotel brand standard in
both hotels was lower than that between the workforce and systems processes while net
dependency on the workforce was higher. Levels of dependency varied significantly,
with the workforce in hotel A evidencing higher levels than hotel B. While both hotels
showed a significant net dependency by the brand standard on the workforce the
dependency was substantially higher in hotel B.

Analvsis of Findings
The significant interdependency between the workforce and both systems and processes
and the brand standard was expected based on informants' earlier remarks in the course
of interviews during the research study proper, as well as during the post-study
exploratory investigation. The high levels of interdependency between the workforce and
systems and processes in both hotels appeared due to the hotels' heavy reliance on use of
computerised methods by hotel staff in all their key functional areas. The higher net
dependency on the workforce by systems and processes and the hotel brand in hotel B
was consistent with the earlier reported findings that the workforce was generally
perceived to have a greater overall influence on hotel performance in hotel B then in
hotel A.
The comparatively lower levels of interdependency between the workforce and the brand
standard is less easily explained, since all key areas of the hotels operations involved
some degree of awareness and conformance with it. A possible explanation is that the
suppliers' use of systems and processes could generally be physically observed during
their task performance, whereas the extent to which supplier's activities involved use of
the brand standard was less obvious.

5.7.3 Conclusion: Additional Exploratory Investigation

The findings reported above of both the direct causal influence of the workforce on hotel
performance and its interdependencies with other intellectual resources support the
internal validity and reliability of the research model in that they:
reinforce the chain of evidence linking fit to organizational effectiveness by
identifying and measuring the role of the workforce
clarify the role of the workforce in influencing organizational effectiveness
relative to other elements, thus reducing the possibility of their being other
unspecified competing explanations
The findings of the study of interdependencies indicate that much of the effect of the fit
of human resources on organizational effectiveness appeared constrained and enabled by
two other organizational resources: hotel systems and processes, and the hotel brand
standard. This finding contributes to theory in that it suggests that existing theoretical
models that posit an independent effect of human capital fit on performance may be
incomplete. This finding and others from the exploratory investigation are discussed
further in Chapter 6: Conclusions and Implications.

