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ABSTRACT

Building on the work of Ostroff and Bowen (2000; 2004) and using situational
strength theory (Mischel, 1976) and the Attraction-Selection-Attrition model (Schneider,
1987), this study measures the degree to which employees perceive HR practices to
contribute to situational strength around strategic organizational goals (HR Strength).
The effect of these HR practice perceptions is examined on individual-level job
satisfaction, affective commitment, organizational citizenship behaviour (OCB), turnover
intentions, and business-unit service climate and performance. Data were collected from
274 full-time managers at 82 work sites within an assisted-living organization.
Hierarchical linear modeling (HLM) was used to assess individual effects of HR Strength
on attitudes and OCB as well as group level effects of HR Strength on individual
attitudes. OLS regression was used to test the group level effects of HR Strength on
group climate, financial performance, and lost hours due to injury. Results show that
perceptions of HR Strength at the individual level associate positively with job
satisfaction, affective commitment, OCB, and turnover intentions (negatively) and
positively at the group level with global service climate and financial performance, and
negatively (marginal, p<.1) with lost hours due to injury. These findings contribute to an
emerging body of literature on the effects of group homogeneity in organizations. They
demonstrate that organization structures contribute to the emergence of human capital at
the group level. They also show that HR practices contribute to organizational
performance and service climate when employees are in agreement in perceiving them as

reinforcing situational strength around organizational goals.
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Introduction

A primary focus of the Strategic Human Resource (SHRM) literature over the last
15 years has been the study of the relationship between human resource (HR) practices
and organizational performance. From the early work of Lewin (1958) and Arthur
(1992), which looked at strategic systems of HR management (for example, a low-cost
strategy versus a high commitment strategy) and firm performance, to the work of
Huselid (1995), Lazear (2000), and MacDuffie (1995), among many others, which
examined individual HR practices or bundles of HR practices, the area has evolved to a
point where it is possible to state some conclusions about the nature of the HRM and firm
performance relationship. Combs, Liu, Hall, and Ketchen (2006) reported a meta-
analytically derived mean correlation between HR best practices and firm performance of
.20. They combine this information with prior work by Huselid (1995) to demonstrate
that a one standard deviation increase in the implementation of HR practices associates
with .2 standard deviations in firm-level outcomes such as return-on-assets (ROA). In
Huselid’s (1995) sample of 2,000 US firms, moving two standard deviations above the
mean in terms of HR practices associates with a change in ROA from 5% to roughly
13%, suggesting a meaningful relationship between HR practices and firm performance.

While the link between bundles of HR practices and organizational performance
has been clearly established, there are fundamental questions that remain unanswered.
For example, the research on the strategic bundling of HR practices to complement a
particular organization strategy is too sparse to offer meta-analytically derived

conclusions about the potential relationship (Combs et al., 2006), and there are
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inconsistent results regarding the relationship between overall HR strategic orientations
(such as a commitment strategy versus a high-involvement strategy) and organizational
performance (Wood, and Wall, 2007). It is unknown why the set of HR practices
identified by Combs et al. (2006) associates with firm performance. Essentially, the HR
system remains a “black-box”, with little known about the mechanisms through which an
HR system contributes to bottom-line performance. One reason for this, as noted by both
Wood and Wall (2007) and Combs et al. (2006), is that the SHRM literature has been
constructed around the premise that HR practices contribute to organizational
effectiveness through three primary means; increasing employee knowledge, skills, and
abilities; empowering employees through participative decision-making; and by
motivating employees. These three influences are directed at increasing performance at
the individual level. However, the literature on organization climate suggests that group-
level phenomena, such as climate, are also impacted by organizational policies and
practices, such as HR practices (Denison, 1996). Furthermore, there is an increasing
body of literature that shows a meaningful association between organizational climates
and firm performance. Generally, however, group-level influences of HR practices on
performance have received scant attention.

Mischel’s (1977) Theory of Situational Strength proposes that individual
behaviour in group settings can be constrained when group members share a similar
understanding of a situation. Situational strength may help explain why organization
climate 1s associated with individual-level as well as group-level performance outcomes

(Ostroft, Kinicki, & Tamkins, 2003). For example, climate perceptions are shaped by the
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organizational context (Schneider, 1983), and when this context provides strong
situational cues as to the behaviours that are relevant to strategic goals, a strategic climate
emerges (Liao & Chuang, 2007). Employee perceptions of climate strength have been
associated with individual attitudes (Jackofsky & Slocum, 1988), group-level attitudes
(Pritchard & Karasick, 1973), and organizational performance (Liao & Chuang, 2007).
Situational strength around important strategic goals may be the mechanism through
which climate relates to performance (Schneider, Salvaggio, & Subirats, 2002). The
salience of organizational values and goals to employees is central to the concepts of
organizational climate (Schneider et al., 2002), organizational culture (Denison, 1996),
strategic HR management (Sanchez & Levine, 2008), and organizational identification
(Ashforth & Mael, 1989). HR systems that are able to create strong situations around
organizational values and goals may therefore be making these values and goals more
salient and readily apparent to employees, thereby increasing the likelihood that they will
behave in ways that are consistent with these values and goals.

In this study, I explore cross-level links between individual and aggregated
employee perceptions of the degree to which HR practices contribute to the emergence of
situational strength around strategic organizational goals, and business-unit group-level
performance. As part of my study, I develop a measure of employee perceptions of the
degree to which HR practices are effective in fostering situational strength around
organizational goals. I propose that the stronger these perceptions at the individual and
group level, the more positive will be employee work related attitudes (job satisfaction,

commitment, and intent to remain with the organization) and behaviours (organizational

(8]
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citizenship behaviours). Furthermore, I propose that these perceptions of the effectiveness
of HR practices at fostering situational strength will associate positively with group-level
performance, and that this relationship will be mediated by work related attitudes. This
model (Figure 1) as a whole shows how perceptions of situationally strong HR practices
influence group-level attitudes, behaviours, and performance.

The proposed link between perceptions of HR practices, attitudes and behaviours,
and performance stems from Mischel’s (1977) situational framework. Mischel’s main
point is that individual behaviour is a function of the situation when situational cues are
strong, and a function of the individual when situational cues are weak. A strong
organizational climate is characterized by strong situational cues and would induce
collectively held attitudes and behaviours among group members (Ostroff et al., 2003).

Schneider’s (1987) Attraction-Selection-Attrition (ASA) framework suggests that
groups sharing common attitudes do so because they experience similar work conditions.
Schneider (1987) further suggests that people who are similar (in terms of attitudes and
behaviours) will be interpersonally attracted to one another. In short, Mischel’s
situational framework is drawn upon to develop the measure of how HR practices
contribute to strong situations; Schneider’s ASA theory provides the basis to suggest that
HR practices that create situational strength can influence work related attitudes and
behaviours of individuals and groups. Groups in which members are quite uniform in
their attitudes can influence individual attitudes further through people experiencing a
sense of belonging and interpersonal attraction to other members of the group. For

example, when employees’ perceptions converge around a goal-focused group climate,
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attitudes and business unit performance should benefit (Carr, Schmidt, Ford, & DeShon,
2003; Schneider & Bowen, 1985).

Thus, as a primary building block of organizational climate, the HR system can
play an important role in organizational performance by generating and sustaining a
strong organizational climate (Denison, 1996). The contribution that HR practices make
to climate is not a function of the mere pfesence of certain HR practices (Ostroff et al.,
2003), but a function o'f how those practices contribute to strong situational cues that are
focused on organizational goals. This is an area of the climate literature and of the
SHRM literature that has not yet been investigated. Unfortunately, there are also very
few studies that investigate the effects of situational strength in organization settings
(Cooper & Withey, 2009). To address these gaps, I use Mischel’s (1977) four constituent
features of situational strength (i.e. a shared construal, uniform expectancies, adequate
behavioural incentives, and skills to perform the necessary behaviours) as the basis for
developing HR system dimensions associated positively with situational strength around
organizational goals. I then test the popularly-held assertion that HR practices can
contribute to building a strong organizational clim.ate (Ostroff, Klimoski, & Tamkin,
2003), as well as the influence of HR practices on employee attitudes, behaviours, and
business unit performance through situational strength.

I refer to employee perceptions of the degree to which these indicators of
situational strength are present in HR practices as HR Strength. These indicators, or
dimensions (i.e. goal relevance, situational framing in the context of organizational

success, management support, fostering uniformity in attitudes and behaviours,
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facilitating/supporting performance, and fairness) are assessed for each HR practice. The
purpose of the measure is to capture the degree to which each practice contributes to
developing within-unit shared perceptions and understanding of situations. HR Strength
differs from a climate measure 1n that a measure of climate generally focuses on policies,
practices, and procedures; HR Strength focuses on attributes of HR practices that
enhance situational strength. I propose that HR practices which demonstrate high levels
of (and convergence around) perceptions on these six dimensions will contribute to
individual and group-level attitudes and intentions (job satisfaction, commitment, lower
turnover intent, and citizenship behaviours). Such convergence should also contribute to
the presence of a strategic climate (e.g. a global service climate), and organizational
outcomes (financial performance and lower employee injury rates). Should HR practices
contribute to organizational performance by creating, enhancing and sustaining an
organizational climate focused on organizational goals, this would provide insights into
the means by which HR systems benefit organizations.

Thus, this study has 3 primary research objectives, and 2 primary practical
benefits.

1. To assess whether a key means by which an HR system impacts organizational
performance is through building shared perceptions of a strong situation that is
focused on organizational goals;

2. To demonstrate how HR practices contribute to organizational performance. I
propose that an HR system that is internally consistent in delivering messages

which contribute to a climate focused on organizational goals, will enhance
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business-unit performance both directly and indirectly (i.e. through enhancing
climate perceptions, group-level job satisfaction, organizational commitment and
retention intentions);

3. To investigate the degree to which a strong situation (i.e. shared perceptions of
HR practices) influences individual attitudes (i.e. job satisfaction, organizational
commitment, and retention intentions) and behaviours (citizenship behaviours).

The potential practical applications of this research are:

4. To measure the effectiveness of HR practices and the HR system as a whole. If
the HR system affects organizational performance by building a climate around
strategic goals, then effectiveness can be gauged by the degree to which each HR
practice contributes to reinforcing the dimensions of HR Strength;

5. To provide the HR practitioner with a means of assessing the effectiveness of HR
practices. The measure of HR Strength is intended to capture complementarities
between individual HR practices. Thus, the measure can be used to assess which
HR practices contribute to reinforcing a goals-focused climate, and which do not.
The measure can also be used longitudinally to assess whether a change to an
individual practice (for example, a change in benefits) results in an increase or
decrease in reinforcing the climate.

[ now turn to reviewing the methods commonly used to conceptualize and assess
HR practices in the SHRM literature and summarize their key shortcomings. I then derive

a measure of HR Strength that is intended to overcome many of these weaknesses.
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Challenges Assessing the Organizational Impact of HR Practices

Challenges often noted in this field of research pertain to choice of variables and
their level of measurement, measurement error, inconclusive causation, and a lack of
theory. This section outlines these challenges, and discusses how the measure of HR
Strength addresses these potential pitfalls.

Bundling HR practices. best practices or synergistic dependencies?

The contribution of HR practices to firm performance has been examined mostly
through the theoretical lens of universal, contingent, and configural modes of bundling
HR practices. Essentially, the assertion under the universal paradigm is that firm
performance relates positively to some universally applicable set of HR practices (Delery
& Doty, 1996). The universal paradigm connotes the idea of best practices. The
contingency paradigm is more complex in that it posits that the relation between HR
practices and firm performance is contingent on firm strategy. For any particular
strategic orientation (e.g., prospector, analyzer, or defender, as per Miles & Snow’s
(1978)) typology, there is a particular best set of HR practices. The contingency
paradigm presents research challenges in the number of assumptions and simplifications
that must be made in categorizing any particular organization or business unit into a
strategic type.

The configural paradigm takes the proposed relation between HR practices and
firm performance one step further to suggest that the organization should adopt the one
ideal type of HR system that most complements its organizational strategy and resources

(Delery & Doty, 1996). Under the configural paradigm, HR practices are viewed as a
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system rather than a set of parts, and it is the interaction of this system with other
organizational attributes that determines performance. The configural mode of bundling
HR practices requires that the HR practices be complementary with one another (vertical
fit) as well as with the other organizational resources and requirements (horizontal fit),
and thus must fit with organizational needs. This paradigm most reflects the aspects of
causal ambiguity, rareness, and inimitability that are fundamental to the Resource Based
View (Barney, 1991), and is therefore used as a basis for the formulation of the measure
of HR Strength. The configural paradigm has at its core the concept of complementarity,
which is captured in the measure of HR Strength in employee perceptions of the degree to
which each HR practice is consistent with other HR practices, and whether each HR
practice contributes to fostering a goal-focused environment.

Levels of abstraction of HR practices.

In addition to HR practices influencing organizational outcomes, they can be
influenced by other organizational attributes. For example, choices of HR practices may
be influenced by financial resources, or by deeply held values. Furthermore, HR practices
can exist at different levels of implementation or abstraction (Becker & Gerhart, 1996;
Colbert, 2004). These levels of abstraction include the individual practice level (e.g.,
specific forms of performance pay such as profit sharing or gain sharing), the policy level
(e.g., the adoption of performance pay), and the principle level (e.g., superior employee
performance is valued and rewarded). The distinction between universal, contingency,
and configural HR system views 1s confounded by these levels of abstraction, posing a

problem for both researchers and practitioners. While studies often adopt a universal
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perspective (e.g. Gerhart & Milkovich, 1990; Huselid, 1995; Terpstra & Rozell, 1993) or
a contingency perspective (e.g. MacDuffie, 1995; Youndt et al., 1996), the lines between
the two can blur, as studies do not differentiate level of abstraction. For example, does
adopting a policy level HR practice imply a single (best) practice, or a set of practices
that are carefully matched? Studies that theorize or test best practices or high-
performance work systems often overlap on the practices investigated, but rarely do they
agree completely on specific practices or with respect to levels of abstraction.

There are several examples from the literature where levels of abstraction can lead
to confusion in understanding and interpretation. For example, Delery and Doty (1996)
theorize that seven practices form the critical characteristics of work systems. These
include employment security, which can be interpreted as a principle level characteristic;
formal training systems, which could have a policy level characteristic interpretation; and
profit sharing, which may be interpreted as an individual practice. Pfeffer (1998) also
mixes levels of abstraction by including employment security (a principle level
characteristic) among his seven practices of successful organizations.

A basic problem in confusing levels of abstraction lies in the concept of
equifinality; the policy and principle levels of abstraction allow for several different
approaches to attaining the same result, whereas the practice level does not. For example,
an HR principle of having a highly trained workforce could be achieved in many ways,
including selection, training, performance feedback and incentives, and succession
planning. Moreover, at higher levels of abstraction the HR system may not be the sole or

even primary contributor to the intended effect of the HR policy or principle. For
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example, the intended effects of a principle-level abstraction of providing employment
security with an intended purpose of fostering employee trust through low involuntary
turnover, may be more attributable to other organizational characteristics like rapid
growth and product success (leading to an internal labour shortage), or even organization
size, than to a set of HR practices. The consequence of this confusion around which
practices to consider, which modes of interactions of practices to study, and from which
levels of abstraction is that seemingly little progress has been made in determining what
the relevant inputs and expected outcomes of the HR system should be when examining a
relationship with organtzation-level measures of performance.

Recent meta-analytic studies are beginning to demonstrate differences in effect
sizes of the impact of HR practices on firm performance when taken from different levels
of abstraction. For example, the literature on high performance work practices (HPWP)
can be considered a ‘practice-level’ abstraction, whereas the meta-analysis by Subramony
(2009) takes a ‘policy-level” abstraction. Subramony (2009) views HR practices as
bundles that relate to the three primary objectives of HR practices as identified by Wood
and Wall (2007), and shows that ‘motivation’ bundles, ‘empowerment’ bundles, and
‘skill-enhancing’ bundles associate to a stronger degree with performance than do
HPWP. This finding supports the idea that effective HR practices are those that are
strategically embedded in the organization.

My measure of HR Strength gathers employee perceptions of HR
implementations at the practice level to capture attributes of the HR system with which

employees experience firsthand and with which they are most familiar. The measure of
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HR strength should thereby minimize the effect of organizational attributes other than the
HR practices on these perceptions, and is intended to address a configural model by
capturing the degree to which employees perceive that the system of HR practices is
effectively communicating the values and behaviours that are strategically relevant.

Effectiveness of HR practices.

Scant research has assessed the effectiveness of systems of HR practices. Tsui
(1990) examined overall HR effectiveness by asking different employee groups about
their perceptions of the effectiveness of the HR department, using a three item scale
consisting of questions such as “Overall, to what extent do you feel your human resource
department is performing its job the way you would like it performed?”, and “If you had
your way, to what extent would you change the manner in which this department is doing
its job?”. Executives gave the highest effectiveness ratings, managers gave the next
highest, and employees gave the lowest ratings. Effectiveness assessments of HR
practices typically come from executive or managerial constituents (Delaney & Huselid,
1996; Huselid, Jackson, & Schuler, 1997; MacDuffie, 1995; Michie, & Sheehan, 2005,
Sun, Aryee, & Law, 2007; Wright, McMahon, McCormick, & Sherman, 1998; Youndt et
al, 1996; Zacharatos, Barling, & Iverson, 2005), casting doubt on their accuracy (e.g. how
likely are executives to report that the HR practices for which they have responsibility are
ineffective?) and representativeness.

Huselid et al. (1997) studied the effectiveness of the HR system in terms of its
technical and strategic capabilities. Whereas technical capabilities refer to the functional

aspects of HR (i.e. recruitment, selection, performance measurement, training, and the

12
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administration of compensation and benefits), strategic HR capabilities refer to designing
and implementing a set of internally consistent policies and practices that create
alignment between an organization’s human capital capabilities and its business
objectives. Huselid (2007) measured HR effectiveness by surveying senior executives in
HR and line functions, asking them to provide ratings across a range of HR practices and
items having to do with the capabilities of a firm’s HR staff members. Rynes, Colbert,
and Brown (2002) raised a critical 1ssue regarding this approach -- that there is
considerable variability in the degree to which managers beliefs about HR practices are
consistent with the facts. This suggests that reliance on such ratings for evaluating the
effectiveness of HR practices could be flawed.

The literature on intellectual capital takes a quantitative approach to capturing
human capital effectiveness. One common method espoused by the Saratoga Institute is
the Human Capital ROI (Bontis & Fitz-enz, 2002). Essentially, this is a measure of profit
divided by compensation expense. While sales, revenue, and profit measures that are
divided by employee count (or FTE) or compensation costs have merit as a within-
organization gauge to show productivity changes over time, these measures are limited in
their usefulness to researchers in the absence of firm-specific knowledge and carefully
selected control measures, as they function as indicators of structure and strategy as much
as anything else. For example, a highly automated manufacturing firm that minimizes the
use of people in the manufacturing process would have lower compensation expense
costs (and subsequently a higher measure of Human Capital ROI, ceteris paribus) than a

manufacturing firm that places highly skilled labourers at the centre of the manufacturing
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process. Clearly the firm utilizing highly skilled labour would have a greater investment
in human capital, and yet the highly automated firm would yield a higher measure of
Human Capital ROI.

The measure of HR Strength is based on the assertion that HR system
effectiveness is a function of its ability to develop HR practices that achieve both vertical
and horizontal fit in the effort to build uniformity in employee perceptions of the degree
to which HR practices support organizational goals. Thus, rather than allowing the
definition of effectiveness to change depending on the assumptions of the survey
respondent, or on a general conception of organizational effectiveness, HR Strength casts
the HR system in a specific role, and applies a definition of effectiveness within that role.

Measurement error in assessing HR practices.

Measurement error represents another challenge in developing a measure of HR
practices. Using a set of three studies, Wright, Gardner, Moynihan, Park, et al. (2001)
demonstrated that individual raters provide highly unreliable measures of HR practices.
Their recommendations for overcoming many of these measurement issues include
increasing the number of raters, ensuring that the most knowledgeable raters are used,
and to develop better measures of HR practices. These recommendations are
incorporated into my measure of HR Strength, which include as respondents job
incumbents within each of several business units (the highest unit of measurement in the
study), by surveying their perceptions of HR practices with which they are likely to have
direct knowledge and contact, and by using the within-unit variability in their responses

as an indicator of the success of the HR system.
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Causation: HR practices lead to performance, or performance leads to HR
practices?

Some of the more recent research in this field has questioned the causal order of
the relationship between HR practices and firm performance (den Hartog, Boselie,
Paauwe, 2004; Schneider, Hanges, Smith, & Salvaggio, 2003; Wright, Gardner,
Moynihan, & Allen, 2005). Without a convincing rationale for concluding that certain
HR practices lead to higher firm performance, a plausible case can be made that higher
levels of firm performance leave slack resources available to the firm to invest in ‘nice-
to-haves’, including a variety of HR practices. Furthermore, firm performance can be
viewed as a reasonable antecedent to employee attitudes towards their job and the
organization. While longitudinal studies are difficult, given the depth of data often
required in this type of research, studies that have attempted to examine causal order
suggest that firm performance measures are better predictors of attitudes such as overall
job satisfaction and satisfaction with security than the reverse (Schneider et al., 2003),
and that the relationship between HR practices and firm performance could be reciprocal,
with performance leading to greater investments in HR practices, which lead to higher
performance (den Hartog et al., 2004; Wright et al., 2005).

One of the goals of the current study is to demonstrate that HR Strength (a
measure of HR system effectiveness) relates to positive organizational attitudes as well as
to organizational performance. Theoretical premises from goal setting research,
Situational Strength (Mischel, 1977), and from the Attraction-Selection-Attrition

framework (Schneider, 1987) suggest that HR system effectiveness positively predicts
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work attitudes and individual and unit performance. Effectiveness here is measured as
the degree to which employees perceive and agree that the HR practices contribute to
situational strength around organizational goals. Though the plausibility of
organizational performance leading to satistied employees cannot be dismissed, there is
little theoretical reason to expect organizational performance to result in HR Strength.

The application of theory in the SHRM literature.

The issues of measurement, measurement error, and causal order can all be
addressed to varying degrees by the choice of theoretical model. Theory is a statement of
relations among concepts within a set of boundary assumptions and constraints, where the
boundaries and constraints set the limits to application of the theory (Bacharach, 1989).
The Resource Based View of organtzations (RBV) (Barney, 1991) is used predominantly
to draw the link between HR practices and firm performance. According to Barney’s
(1991) perspective on the RBV, resources that are rare, valuable, inimitable, and
nonsubstitutable can provide sources of sustainable competitive advantage. Despite the
widespread reference to the RBV in this field, it has been characterized by some as being
tautological, and possibly not a theory (Wright, Dunford, and Snell, 2001). A drawback
of the RBV in examining the HR practices and firm performance relationship is that it has
not yet helped researchers to determine many of the boundary assumptions or constraints
referred to by Bacharach, which could help explain why HR practices should lead to firm-
performance. For example, the RBV provides minimal framework for determining
whether the source of competitive advantage is derived from individual HR practices, sets

of practices, the outcomes of HR practices, the sum of the human capital within the
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individual employees (or a configural aggregation of employee human capital), the social
networks developed by employees, or a combination of these and many other HR system-
related factors. Wright, McMahan, and McWilliams (1994) argue that people rather than
practices are the more likely contributors to a competitive advantage, since people who
are highly skilled and motivated to apply those skills have a greater potential to constitute
a source of advantage. Practices, on the other hand, can easily be replicated by
competing firms.

According to the RBV, competitive advantage is protected by the interrelated
conditions of causal ambiguity and complexity (Colbert, 2004). Colbert (2004) further
points out that the interactions of people with organizational HR practices is a complex
system that becomes irreducible; once blended, it cannot be broken down into its
constituent parts. Thus, the complexity perspective suggests that in the context of the HR
system architecture, HR implementations at the principles level of abstraction will lead to
policy and practice level implementations that are idiosyncratic to the firm (Colbert,
2004). Viewed in this manner, a universal set of best practices could attain industry
standards, but not a competitive advantage. Another implication is that the complexity
perspective in the RBV supports the notion of equifinality; a variety of practice level or
policy level HR practice implementations should be able to achieve the same desired
principle level results. It is therefore not surprising that research to date has been unable
to arrive at a universal set of superior HR practices or HR practice and firm strategy
combinations. While a recent meta-analysis (Combs et. al., 2006) provides a point

estimate of the effect of HR practices on group-level performance, it leaves many
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questions unanswered. For example, the meta-analysis yielded no significant
relationships between unit level performance and performance appraisal (k=8). This is
contrary to the important role of appraisal in such practices as performance pay, a
theoretically well grounded relationship (Heneman, 1992; Lawler, 2000) with much
empirical support (Miceli, Jung, Near, and Greenberger, 1991). Combs et al. (2006)
recommend capturing contextual elements, such as differences in HR practice
implementations and effectiveness, and the role of strategy. My study contributes to the
literature by defining a role for the HR system (i.e., to reinforce situational strength
around organizational goals), and tests whether HR systems fulfilling that role result in
superior business-unit performance. By providing a definition of effectiveness to the HR
system (rather than leaving the meaning of effectiveness open to the rater), and by
examining the HR system at the practice level, boundary conditions as to the role of HR
practices and the level at which the HR practices are abstracted are put into place to
describe how HR practices relate to organizational performance.
The HR System

HR system outcomes such as attitudes and perceptions are more proximal to firm
performance than HR system inputs (practices), and allow for differentiation between
organizational groups based on the quality or effectiveness of outcomes. There should
be a significant amount of variance in the effectiveness with which organizations manage
and integrate HR systems given the difficulty in implementing and maintaining its
various parts, including, for example, sound selection programs, fairly administered and

job relevant performance appraisal systems, compensation packages that clearly reward
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performance, adequate and consistent managerial support and goals that align with
corporate strategy. However, a close consideration of such variance has gone largely
ignored in the literature on HR practice and firm performance.

The purpose of the HR system at the individual level is to foster and encourage
desired attitudes, behaviours, skills, motivation, commitment, satisfaction, and
capabilities of employees, which may result at the organizational level in reduced
absence, turnover, and increased productivity (Boselie, Paauwe, Jansen, 2001;
Conference Board of Canada, 2004; Ferris, Arthur, Berkson, Kaplan, Harrell-Cook,
Frink, 1998; Huselid, 1995). In addition to directly influencing employees, the HR
system 1s theorized to impact organization performance through job design and work
structures (Becker, Huselid, Pickus, Spratt, 1997). Ostroff and Bowen (2000) identified
three primary means by which HR practices influence the firm:

1) shaping the skills, attitudes and behaviours of its workforce (i.e. the development
of Human Capital);
2) creating structural and operational efficiencies, HR practices can increase
performance; and
3) signalling and messaging employees about attitudes and behaviours that are
valued by the firm.
The importance of employee attitudes in work performance has been demonstrated at
both the individual level (Judge, Bono, Thoreson, & Patton, 2001) and group level
(Ostroff, 1992). Attitudes, and in particular, aligning these attitudes to complement

organizational objectives, can be considered a primary objective of any HR system. The
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current study assesses whether work units showing higher levels of HR Strength also
hold uniformly high attitudes and higher unit performance. Empirical support for these
relationships would suggest HR Strength is a means by which HR systems positively
impact firm performance.
Attitudes and Firm Performance

Meta-analyses of the relationship between individual attitudes and work
performance suggest a correlation of r =.30 (Judge et al., 2001). Studies of the
relationship between aggregated attitudes and firm performance have also shown a
positive relationship (Denison, 1990; Harter et al., 2002; Ostroff, 1992; Schneider et al.,
2003). At the business unit level, the meta-analytic mean correlation between work
related attitudes and performance is .37 (Harter, Schmidt, & Hayes, 2002). Ostroff
(1992) suggests that perhaps the slightly higher correlation at the unit level over the
individual level is that with the former, satisfied employees work collaboratively to
achieve shared organizational goals. In the same way that group performance can be
more than the sum of the abilities of each group member (Tziner & Eden, 1984), perhaps
a group characteristic, such as aggregated perceptions of HR practices, affect employee
attitudes. I examine whether aggregated perceptions of HR practices (a group-level
characteristic) affects employee attitudes at the level of both group and individual.
Behaviour and Firm Performance

HR practices contributing to the emergence of a strategic organizational climate
likely affect organizational performance partly through their impact on employee

attitudes and behaviours. Organizational citizenship behaviours (OCB) comprise
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behaviours that benefit the organization in general, are discretionary, and not formally
recognized by the organization’s reward systems (Podsakoff, MacKenzie, Paine, &
Bachrach, 2000; Organ, 1988). Predictors of OCBs include job satisfaction,
organizational commitment, fairness, trait conscientiousness, and leader support (LePine,
Erez, & Johnson, 2002), and more recently, aspects of organizational climate (Duff,
2008; Steffensmeier, 2008). In a service sector setting, where it is difficult to anticipate
all customer demands, front line employees offering OCBs can make significant
contributions to organizational goal attainment (Suazo, 2009). When aggregated to the
group level, OCBs associate positively with organizational performance (Podsakoff et al.,
2000). An HR system that builds situational strength around a strategic organizational
climate thereby has the potential to impact organizational performance through employee
attitudes and behaviours at the group level.
HR System and Climate

Consistency theory has been used to explain the role of culture in organizations.
It posits that a strong culture is characterized as having a shared system of beliefs, values,
and symbols that are widely understood by employees. Such a culture has a positive
impact on organizational members’ ability to reach consensus and carry out coordinated
actions (Denison, 1990). Whereas organizational culture is a more enduring and
pervasive phenomenon, organizational climate pertains more to the impact that
organizations have on groups and individuals (Denison, 1996). Denison (1996) refers to
organizational climate as “an outgrowth of the more basic value systems of

organizations”, and as being “relatively temporary, subject to direct control, and largely
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limited to those aspects of the social environment that are consciously perceived by
organizational members” (p.624). A strong climate is also reflected in individuals’
common reaction to a situation (Denison, 1990). As it relates to HR practices, climate
can be construed as those portions of the organization’s value system (i.e., HR principles)
that are communicated and acted upon through the HR system. Furthermore, the term
climate is often used to refer to a set of conditions that promote a particular strategic
stance; for example, a climate for excellence (West, 1990), trust (Collins, & Smith,
2006), employee involvement (Riordan, Vandenberg, & Richardson, 2005), or safety
(Katz-Navon, Naveh, & Stern, 2005)). Bowen and Ostroff (2004) borrowed from
Mischel’s (1977) work on situational strength to propose the concept of HR system
strength to refer to a system of beliefs and values that are widely understood and that
facilitate consensus. Accordingly, the HR system is likely to strongly influence
organization climate perceptions (Bowen & Ostroff, 2004); and a strong HR system
delivers consistent messages to employees about the types of attitudes and behaviours
that are valued and rewarded.

In his discussion of situational strength, Mischel (1977) proposed that behaviour
is determined more by personal characteristics in weak situations and more by situational
characteristics in strong situations. Strong situations induce uniform expectancies about
the most suitable response to any given situation, as well as a shared construal of
situational events. Strong situations can develop where organizational members are
equipped with adequate skills and incentive to demonstrate the most suitable response

(Mischel, 1977). Beaty, Cleveland, and Murphy (2001) showed that the relationship
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between personality and intentions to make contextual performance contributions (e.g.
OCBs) was higher in weak versus strong situations, with the latter characterized by a
shared employee understanding of what constituted valued work behaviours. Their
results suggest that situational strength may help explain the variability in personality-job
performance correlations.

Organization climate, as a representation of the commonality of individuals’
perceptions of the organization’s environment, practices, and policies, has been referred
to as a form of situational strength (Schneider, Salvaggio, et al., 2002), and has been
considered an intervening variable (i.e., mediator or a moderator) in the relationship
between an HR system and its outcomes (Bowen & Ostroff, 2004; Ferris et al., 1998). By
creating a condition of situational strength around relevant organizational goals,
organizational climate is likely to contribute to organization-level performance outcomes
(Schneider et al., 2002). Thus organizational culture and climate are representations of
situational strength, and have been associated with strategic organizational (or business-
unit level) outcomes.

Combining the literature on HR practices as a predictor of individual and unit
performance with the literature on climate and firm performance, I propose that HR
practices influence firm performance primarily through employees perceiving a climate
that is aligned with the organization’s strategic goals. However, rather than attempting
to isolate a particular climate orientation, or a particular combination of climate
orientations and strategic typologies, I assess the factors that help develop a strong

climate. This approach is founded in the assumption of equifinality; both climate and HR
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practices develop in ways unique to each firm or business unit. Therefore, assessing the
contributing factors to climate strength (i.e., HR Strength) constitutes a configural model
of fit, since the array of HR practices and the firm’s climate and strategic objectives are
free to vary within any such assessment.
Situational Strength

The importance of climate in determining behavioural outcomes is demonstrated
in the research on person-situation interactions. The notion that behaviour is a function
of the confluence of the person and the situation proceeds from the work of Lewin
(1935), Kantor (1924), and Murray (1938). Lewin’s (1935) basic premise is that the
social situational context acts on the individual to shape behaviour. The power of the
situational context has also been referred to as situational strength (Mischel, 1977). In
determining an individual’s behaviour, therefore, there are personal considerations and
there are normative considerations (Fishbein, 1967). The “predictability ceiling” of an
individual’s behaviour based on a trait dimension across situations is .30 (i.e., the
correlation “between measured individual differences on a given trait dimension and
behaviours in a novel situation”), suggesting that considerable variance remains which
may be attributable to situational influences (Ross & Nisbett, 1991:3). Mischel (1977)
uses the example of the traffic light to illustrate a strong situation, to which all individuals
interpret and respond in the same way. Here, situational strength leads to uniformity of
understanding, and almost total conformity.

Considerable empirical research has demonstrated the normative power of the

situation. One of the earliest and most demonstrative studies is that of Solomon Asch
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(1951), who showed that individuals conform to the situational strength of a unanimous
majority group assessment, even when that assessment initially appears to be obviously
incorrect. More recently, the Strategic HR literature has begun to look at how climate
orientation can strengthen the relationship between relational models of management
practices and organizational performance (Deutsch-Salamon, 2008; Liao & Chuang,
2007; Zacharatos, Barling, & Iverson, 2005). Other research has studied direct
relationships between climate and performance (Griffith, 2006; Katz-Navon et al., 2005).
Together these studies show the performance-enhancing effects of shared employee
perceptions of important organizational goals. Zacharatos et al. (2005) found that a
safety climate mediated the relationship between high performance work practices and
safety performance; Liao and Chuang (2007) showed that service climate moderated the
relationship between individual-level transformational leadership and employee service
performance, wherein the relationship was stronger when there was a positive store-level
service climate. Creating conditions that engender a uniform understanding of any
particular situation across individuals is a very challenging undertaking. According to the
Ecological Theory of Social Perception (Zebrowitz, McArthur, & Baron, 1983),
perception is based partly on the degree to which perceivers are attuned to those aspects
of the situation which are relevant to their personal actions or goals. That is, the
perceiver categorizes people and things in any given situation in terms of their
instrumentality for achieving personal goals. Barsalou (1987) showed that how people
categorize situational information varies considerably. Thus, the challenge in making

organizational goals salient and similarly meaningful across individuals, situations, and
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groups lies not in merely exposing individuals to the same situation, but in ensuring that

everyone construes aspects of the situation in the same way.
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Model Development and Hypotheses

Developing HR Strength

“HR Strength” denotes the properties of an HR system that foster a strategic
organizational climate. Perceptions of climate held individually reflect “psychological
climate” (Parker, Baltes, Young, Huff, Altmann, et al., 2003), and the aggregate of these
perceptions to the group level reflect “organizational climate”. The process through
which psychological climate and organizational climate represent different constructs has
been referred to as emergence (Kozlowski & Klein, 2000), which is a bottom-up process
whereby lower-level phenomena aggregate to become a unique phenomenon at the higher
level (Kozlowski & Klein, 2000). Emergent phenomena, such as organizational climate,
are characterized as having elemental properties, which comprise individual level
characteristics (e.g., cognition, behaviour, or other characteristics of individuals), and
interactional properties, which comprise the social processes within the group (e.g.,
cooperation, participation, information sharing, and social rewards) (Kozlowski & Klein,
2000). Because HR practices impact individual employee behaviours and cognition (i.e.,
elemental properties), as well as workplace social interactions (i.€., interactional
properties), they are likely contributors to organizational climate. My proposed measure
of HR Strength is intended to capture the degree to which HR practices contribute to an
intended organizational climate.
Organization Climate and HR Strength

Climate can be examined at either a molar level or a specific level of abstraction

(Carr, Schmidt, Ford, & DeShon, 2003), and so it is important to place the measure of
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HR Strength in the context of these two views. Molar climate refers to a higher level
conceptualization in which climate is typified by a set of descriptive dimensions (such as
reward orientation, the degrees of structure imposed on a situation, and consideration,
warmth, and support) (Campbell, Dunnette, Lawler, & Weick, 1976). An expansive list
of molar climate dimensions produced over several decades of research has recently been
categorized and synthesized within Ostroff’s (1993) framework of three primary facets of
molar climate (Carr et al., 2003). These three primary facets include an affective facet
(e.g., interpersonal or social relations), a cognitive facet (e.g., self-knowledge and
development), and an instrumental facet (e.g., task involvement and work processes). In
the context of Ostroff’s (1993) molar climate facets and Kozlowski and Klein’s (2000)
representation of emergence, it becomes apparent that HR practices are central to the
emergence and development of organizational climate.
Specific climate is typically paired with a particular outcome associated with that
climate. Carr et al. (2003) summarize the differences in research focus between specific
and molar abstractions in stating:
“...That individuals interested in predicting a specific outcome (e.g. safe
behavior) are best served by focusing on measuring perceptions of a specific
climate (e.g., climate for safety). Conversely, individuals interested in
predicting broader outcomes (e.g., job performance and withdrawal) are best
served by the broader taxonomy of molar climate construct.” (p.605)

In an effort to capture the attributes contributing to the emergence of the most

strategically relevant organizational climate, the measure of HR Strength focuses on the
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degree to which employees perceive the climate to be focused on group goals. Although
group level climate bears the term organizational climate, an organization may wish to
develop climates with differing foci among its constituent groups. Focusing on
perceptions of group goals rather than of specific outcomes (e.g. fewer accidents) places
my proposed measure of HR Strength at the molar level.

Whether at the molar or specific climate level, climate represents an aggregated
perception of situational aspects of the environment, such as policies, practices, and
procedures (Reichers & Schneider, 1990). The relevant attribute that defines
organizational climate, both from a theoretical and a statistical perspective, is agreement
(James, 1984; Chan, 1998). In order to study the emergence of climate through the HR
system, therefore, the attributes that I am studying are not the HR practices, but how
those practices contribute to bringing about agreement (i.e., shared perceptions).

In order for an HR system to influence individuals’ behaviours and attitudes
towards strategically relevant organizational goals, the situational strength framework
would suggest that the HR system must consistently reinforce organizational goals. By
providing employees with a frame of reference applicable across situations, the HR
system attempts to build consistency of behaviour. This is the concept of HR Strength.
For example, Lord (1982) established that individuals construe different situations
similarly and behave similarly when important goals are seen as relevant across
situations. Asch (1951) demonstrated the normative power of the situation, but also
pointed out that behavioural choice can differ depending on the way the individual

construes a situation (1940). This implies that situational strength is a function of the
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uniformity of construal (i.e., agreement) of a situation, and a shared perception of the
relevancy of goals within that situation.
Dimensions of HR Strength

Consistent with the above, then, HR Strength exists at the molar level of climate
abstraction, and is intended to capture the degree to which employees within work groups
agree that HR practices contribute to building situational strength (i.e. provide clarity
with respect to expected attitudes and behaviours). In the section that follows I introduce
6 dimensions of HR Strength based on a review of the literatures on situational strength,
group norms, and group influence. To ensure that the six dimensions of HR Strength to
be examined in the current study adequately represent the full breadth of the situational
strength domain, they are mapped against the dimensions of two other conceptualizations
of situational strength: namely Mischel’s (1976) four aspects of situational strength, and
the four attributes Hattrup and Jackson (1996) use to define and categorize differences
among situations (see Appendix B). The rationale for each of the six dimensions
accompanies their introduction below and appendix A provides the items developed to
assess each dimension.

Shared relevant goals.

Individuals are most likely to behave consistently when they perceive clear and
important goals to be relevant across different situations (Lord, 1982). Thus, goals can
enhance performance and reduce behavioural variance for both individuals and groups.
Group cohesiveness and performance are positively related, provided that group norms

are performance relevant (Kerr & Tindale, 2004), or collectively set (Wegge, 2000).
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Moreover, a close-knit group often facilitates learning and adaptation to new stimuli;
such groups are able to make sense of, and sound judgments on, new situations (Kerr &
Tindale, 2000). Information imparted by one group member to others is more relevant to
the group when the former holds preferences for desired end states in common with the
latter (Davis, 1996). Thus, shared goals, norms, and preferences are important
contributors to group performance. However, group homogeneity in member attributes
and norms can also be detrimental to group performance, as it often creates a bias toward
conformity (Tindale, 1993). Highly salient group norms can lead to “Groupthink”,
adversely affecting group decisions and outcomes (Janis, 1982). Yet, group norms that
are positive and focused on relevant organizational goals also create conditions
favourable to achieving group outcomes that are beneficial to the organization
(Kozlowski & Ilgen, 2006). Outcomes relevant to the HR system (i.e. job satisfaction,
turnover intentions, commitment, and loyalty) are favourably influenced by
organizational members’ understanding of the strategic objectives of their organization
and their role in achieving these objectives (Boswell & Boudreau, 2001). Thus, HR
systems that create the climate which fosters these conditions are likely to positively
impact organizational members’ attitudes, behaviors and performance.

Framing individual effectiveness in the context of organizational success.

Situational influence on individual judgment and behaviour is dependent partly on
the manner in which a problem is framed, and on the way a situation is construed (Ross
& Nisbett, 1991). For example, individuals show inconsistencies in their behavioural

choices when using different reference points for framing situations (Tversky and
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Kahneman, 1981). When framed in a way that leads individuals to view a potential
outcome in terms of expected gains, people make different choices than when outcomes
are framed in terms of expected losses. Organizational members are more likely to frame
a situation in terms of potential gains when they understand how their actions can impact
organizational success. In ambiguous situations, even physical objects can affect
construal, by representing norms that lead people to construe situations within the
boundaries of those norms (Kay, Wheeler, Bargh, & Ross, 2004). For example, Kay et
al. (2004) showed that a briefcase influenced individuals to construe an ambiguous
situation as competitive, consistent with the norms of a business environment. The level
of construal is also an important consideration. Fujita, Trope, Liberman, and Levin-Sagi
(2006) differentiate high-level and low-level construals by suggesting that:
“high level construals... capture the superordinate, central features of an object or
event, and abstracting these high-level, immutable features conveys the general
meaning of the event. Low-level construals, alternatively, consist of subordinate,
incidental features.” (p. 352).
High-level construals promote general and abstract thinking (Fujita et al., 2006) and
organizations that are able to frame employee activities (such as job tasks) in the context
of organizational success may thereby help employees understand how task-related goals
harmonize with higher-level, organizational goals. In developing construals, people
mentally edit information using heuristics to simplify information in the process of
generating an internal representation of the situation (Maule & Villejoubert, 2007). Thus,

framing can influence coding and editing of situational information, and consequent
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decisions (Maule & Villejoubert, 2007). The HR system is likely to influence
employees’ development and use of heuristics in as much as it provides cues that frame
important organizational level goals. Where these “framing cues” are consistent for all
unit/organizational members, variability in attitudes and behaviours is likely reduced.
Accordingly, an organization’s HR practices can influence the framing of organizational
goals of its members in ways that advance organizational goal attainment where HR
practices connect individual-level tasks with organizational success. Members so
equipped are likely to frame work challenges positively, and in the context of strategic
organizational goals.

Salience of management support.

The literatures on marketing and social psychology have examined the
relationship between the credibility of the information source and the attitudes and
behaviours of information recipients. The more the provider of information is seen as
credible (i.e., expert, trustworthy; Kelman & Hovland, 1953), the more effective the
information is likely to be in changing the attitudes of the information recipients
(Hovland & Weiss, 1951; Pornpitakpan, 2004). This suggests that competent, respected
and trustworthy managers who control valued resources are well positioned to foster
group-level norms favourable to achieving organizational goals; and underscores the
importance of clear vocal upper management support for HR initiatives.

Fostering uniformity in values, attitudes, and behaviours.

Conformity, as used here, refers to uniformity and alignment of attitudes and

behaviour with group norms and expectations (Sorrel & Kelley, 1984). While Asch
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(1951) demonstrated the power of group norms to induce conformity, conformity
facilitates formation of group norms (McCord, 1948). For example when individuals are
exposed to a consistent group bias, they tend to adopt the bias (Sheehan, 1979).
Accordingly, conformity can contribute to, and be an outcome of, a strong situation. This
1s why group norms can persist following turnover within the group, underscoring the
importance of shared member perceptions of organizational attributes. Thus,
organizational benefits are likely to be realized when the HR system fosters uniformity of
goal oriented attitudes and behaviour among its members.

Freeing situational constraints.

There are several reasons why organizationally desired behaviours may not result
from situational interventions aimed at eliciting them. Firstly, such interventions may be
strong enough to elicit attitudinal conformity, but not behavioural conformity (Tedeschi,
1981). In such instances, motives or goals internal to the individual predominate over the
situational influence (Gottlieb & Ickes, 1978; Lord, Brown, & Freiberg, 1999).
Alternatively, though organizational members may prefer to behave consistently with
organizational goals, they may lack the resources (e.g. time, ability, tools) to do so
(Tedeschi, 1981). Such resource constraints, when they are beyond employees’ control,
relate to job dissatisfaction, frustration, and lowered job performance (O’Connor, Peters,
Rudolf, and Pooyan, 1982). This suggests that in order to provide favourable conditions
for a situational influence to be effective, HR practices must be perceived by employees
as providing and enabling necessary resources.

Fuairness.
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Equity Theory suggests that employees’ motivation and job satisfaction are
contingent upon their perceptions of the ratio of their inputs (i.e. efforts, contributions) to
outputs (i.e. rewards) compared to those of other members within their work group
(Adams, 1965). Meta-analytic evidence demonstrates that fairness perceptions relate to
employee perceptions of organizational support (Rhoades, & Eisenberger, 2002), and that
for HR practices, fairness perceptions partially mediate the relationship between
perceptions of effective HR practices and organizational commitment (Chang, 2005).
Consequently, HR practices that are not perceived as fair are unlikely to facilitate the
emergence of a strategic organizational climate.

HR Practices and HR Strength

HR Strength is essentially a measure of HR system effectiveness that is based on
employee perceptions of the firm’s HR practices (see Appendix C). The HR system’s
contribution to building situational strength is assessed along two axes: columns
represent HR practices, and the rows represent the items comprising the 6 dimensions of
HR Strength. The HR practices are adapted from the thirteen most commonly examined
practices in the strategic HR management literature identified by Combs et al. (2006),
including: (a) training; (b) pay for performance and total pay (collapsed to form a single
component called Pay System/Structure); (c) employee participation in decision making;
(d) appraisal and feedback; (e) benefits; (f) teamwork; (g) internal promotion programs;
and (h) information sharing. I assess each along the aforementioned 6 dimensions of HR
Strength. The practices are adapted to a level of abstraction that reduces the possibility

that any single practice would be unduly influenced by organizational attributes not
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directly associated with the HR system. For example, employment security was not used,
as there are multiple ways in which an organization can provide employment security.

Other adaptations include dropping HR planning, and incorporating Flextime
within the “benefits” category. HR planning was omitted because it is unlikely that
employees would be very familiar with this particular practice. Finally, an interview with
the senior corporate HR executive at the participant organization responsible for these
groups verified that all the HR practices identified in the measure should be relevant to all
employee groups.

My measure of HR Strength is not a specific climate measure; it is intended to
assess the presence of the building blocks of climate. As with a measure of climate,
however, HR strength has meaning at the individual level (similar to the notion of
psychological climate) in that it represents individual perceptions of these aspects of the
HR system. I expect employees who perceive the HR system as strong to show high
levels of commitment, job satisfaction, OCB, and low turnover intent, because such
perceptions effectively transmit clear signals of core organizational values, preferences,
goals, and the organization’s support for them.

Like a climate measure, HR Strength also bears meaning at the group level. At the
individual level, individual perceptions of the HR system are captured. Groups within
business units that show high agreement on high HR Strength scores reflect an HR
system that is effective in fostering situational strength around achieving organizationally
strategic goals. Groups within business units that do not show such agreement (i.e. where

there is much within-group variance) reflect weak situational strength.
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HR Strength and Employee Attitudes and Behaviour

Schneider’s (1987) development of the Attraction-Selection-Attrition (ASA)
framework builds primarily on Lewin’s (1951) research on the relationships between the
environment, the person, and behaviour. Schneider turned Lewin’s formula from
behaviour being a function of the situation and the person (B = f (S, P)) to the situation
being a function of the person and the behaviour (S = { (P, B)) (Schneider, 1987).
According to Schneider’s (1987) perspective, the environment does not give rise to
behaviour; rather, people create an environment over time. According to an interactionist
perspective, the situation and the individual are interdependent; each one can change the
other. According to the ASA framework, employees are drawn to an organization and
determine their fit to it. Specifically, employees who select, thrive and remain within an
organization typically express pro organizational attitudes, intentions and behaviours. On
the other hand, employees who do not consider themselves a good fit do the opposite, and
turnover. Those who perceive high levels of HR Strength consider the HR practices to be
reinforcing organizational goals and norms and as indicators of a strong goals-focused
organizational environment. Organizations or business units that provide clear and
consistent messages about the organization’s goals and norms would be expected to offer
better guidance for applicants and employees to make comparisons of “fit” than
organizations or business units that provide ambiguous messages about goals and norms.
In the context of HR Strength, employees who perceive higher levels of HR Strength
recognize those values and goals, and are members of that organization or work group

because they identify with those values and goals.
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Hence:

Hypothesis 1: Individual perceptions of HR Strength positively predict job

satisfaction (Hla), organizational commitment (H1b), lower turnover

intentions (Hlc), and OCB (H1d).

At the group level, differences in HR practices across units, and differences in the
way the same practices are implemented across units, can lead to higher mean levels of
HR Strength for some groups than for others. The ASA framework suggests that in time,
homogeneity develops among organizational members with respect to perceptions,
values, attitudes, intentions, and behaviours, as people contribute to creating the
environment. According to this causal interdependency, group members influence one
another, and group-level perceptions of the environment influence individual attitudes.

As group members influence one another, Schneider’s ASA theory suggests that
the people ultimately determine the environment. Schneider (1987) asserts that the two
(persons and situations) are causally interdependent by suggesting that people create and
change the situation. Consistent with Schneider, it is likely that employees who hold
perceptions of high HR Strength see clearly how their daily work promotes
organizational goals and are thereby likely to exemplify for others what it is to be a
strong contributing organizational member. People acting as exemplars for their
coworkers help shape the organizational environment. The mean within-unit value of HR
Strength represents the influence of the majority of unit members, influenced by the
positive or negative exemplars (i.e., outliers). In units with higher mean HR Strength
scores, there may be a few, or many members who perceive a greater connection between

HR practices and organizational goals. These individuals help other unit members
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recognize the kinds of behaviours and attitudes that the organization values.

Accordingly, the behaviours and attitudes of unit members with high (low) HR Strength
scores will influence the attitudes and behaviours of their unit cohorts scoring lower
(higher) in HR strength. Holding constant individual HR Strength scores, individuals in
groups with higher (lower) mean HR Strength scores should demonstrate more (less)
organizationally beneficial attitudes and behaviours than individuals in groups with lower
(higher) HR Strength scores.

Hypothesis 2: After controlling for individual perceptions of mean HR

Strength, group level HR Strength will positively predict individual level job

satisfaction (H2a), organizational commitment (H2b), turnover intentions

(H2c¢), and OCB (H2d).

Ideally, a work unit will develop similar perceptions of HR Strength. In keeping
with Lewin’s framework in which behaviour is a function of the person and situation,
Mischel’s situational strength theorizes that strong situations constrain behaviour. Since
a strong situation is indicated by group-level agreement around HR Strength, agreement
represents the impact of the situational constraint on individual attitudes and behaviours.
An important aspect of HR Strength is the ability of HR practices to orient employees to
organizational goals. Affective organizational commitment typically reflects a belief in
and acceptance of organizational goals (Hackett, LaPierre, & Hausdorf, 2001), and
therefore should associate positively with HR Strength. Using similar logic, HR strength
should also associate positively with intentions to remain an organizational member.
Accordingly, higher within group agreement on HR Strength reflects higher levels of

situational strength, which creates conditions wherein group processes are driven more by

39



PhD Thesis — M. Podolsky McMaster — DeGroote School of Business

HR system cues than by individual differences, leading to more efficient and effective
group processes. Where hypothesis 2 suggests that organizations with people who
perceive high HR Strength influence group-level attitudes and behaviours through the
ASA process, situational strength theory suggests that overall group level agreement on
HR Strength (the situational influence) should also predict individual attitudes and
behaviours.

At the group level, high overall mean HR Strength scores indicate that employees
perceive their employer’s HR practices as advancing organizational goals (i.e. as goal
relevant). High within-group agreement (low variance) on HR Strength scores indicates
the degree to which perceptions are shared. Thus, the mean and the variance of within
group ratings represent two separate constructs. HR Strength measured at the group/unit
level is likely to moderate the relationship between HR Strength and work related
outcomes at the individual level of analysis (Figures 1 & 2). When group level HR
Strength (i.e. mean of unit members’ HR strength scores) is high and the within unit HR
Strength scores are homogeneous (i.e. low variance/high agreement), the relationship
between individual perceptions of HR Strength and individual attitudes should be
strongest (Scenario 1; Figure 2). In other words, when unit agreement is high, perceptions
of the effectiveness of the HR practices is shared, exerting a normative influence on
individuals (high situational strength). A high overall within unit mean rating indicates
that this shared perception is also positive. This is the ideal situation, in which HR
Strength perceptions are both high and shared. Where the unit mean HR Strength score is

high but within unit agreement is low (Scenario 2; Figure 2), the relationship between
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individual measures of HR Strength and work attitudes is likely to be weaker than in
Scenario 1 (Figure 2). Where there is a low mean unit HR Strength score and low
agreement (Scenario 3; Figure 2), the relationship between HR Strength and work
attitudes as measured at the individual level should be weaker still. The condition in
which the relationship between individual perceptions of HR Strength and individual
attitudes is likely to be weakest is when the unit mean of HR Strength is low and
agreement is high (Scenario 4; Figure 2). If HR Strength is strong (i.e., high agreement),
but the level (mean) is low, the interpretation is that the HR system is very effectively
propagating a climate that is not focused on organizational goals. When group agreement
is low, perceptions of the effectiveness of the HR practices is not shared. And so, the
third hypothesis tests the situational strength component (B=f (P, S)):

Hypothesis 3: The interaction of group-level perceptions of HR Strength

and group-level agreement moderates the relationship between individual-

level HR Strength and individual-level attitudes and OCB such that this

relationship is strongest when both level and agreement are high, and

weakest when level is low but agreement is high (The direction of the

moderations predicted is shown in Figure 2).

The dimensions of HR Strength are constructed around established facets of
situational strength and are intended to capture the degree to which HR practices
contribute to the emergence of situational strength around strategic goals. Because
organization climate measures assess shared perceptions of the work environment with
respect to a particular climate (Zacharatos, Barling, & Iverson, 2005), where events are

perceived the same way and where behavioural expectations are clear, shared climate

perceptions are conceptually synonymous with a condition of situational strength
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(Schneider, Solvaggio, & Subirats, 2002). However, where the climate measure reflects
situational strength, HR Strength reflects the properties of HR practices that induce
situational strength (e.g. goal relevance, managerial support). Unit-level perceptions of
HR Strength should associate with unit-level climate perceptions, where unit level
climate is relevant to organizational goals. An example of a strategic organizational
climate that the senior corporate executives at the participating organization have deemed
strategically relevant is Global Service Climate, which represents employee perceptions
of the practices, procedures, and behaviours that get rewarded, supported, and expected
with regard to customer service (Schneider, White, and Paul, 1998). Accordingly, units
with high HR Strength scores should also score high on Global Service Climate
perceptions, and so I hypothesize that:

Hypothesis 4: Group/unit level perceptions of HR Strength associate
positively with group/unit level scores of Global Service Climate.

Using Mischel’s (1977) concept of situational strength to assert that a primary role of the
HR system from a performance perspective is to orient employees towards organizational
goals and objectives, I extend goal-setting theory (Locke, & Latham, 1990) from the
individual level to the group level to propose that an awareness of relevant (i.e., strategic)
goals across work situations will positively predict overall unit performance. Group level
performance outcomes associated with group goals have been established for assigned
group goals (Mulvey & Ribbons, 1999), group goal setting (Wegge & Haslam, 2005),
goal commitment (Aube & Rousseau, 2005), and meta-analytically (k=10) for group

goals in general (O’Leary, Martocchio, & Frink, 1994).
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Similar theoretical perspectives include those of Werbel and DeMarie (2005), and
Sanchez and Levine (2008), who proposed that effective HR practices communicate
clearly to employees strategic organizational competencies. Furthermore, there is an
established relationship between climate and organizational performance (for example,
Salanova et al., 2005; Schneider et al., 2005; Liao & Chuang, 2007; Zacharatos et al.,
2005; Griffith, 2006; Katz-Navon et al., 2005). Accordingly, HR Strength agreement
(i.e., low variance) should associate more strongly with work unit performance (lower
reported lost hours due to injury; higher accounting returns) when mean perceptions are
high than when mean perceptions are low (Figure 3).

Hypothesis 5: Within unit mean HR Strength will moderate the

relationship between a unit level measure of HR Strength agreement and

business unit performance (accounting returns) and lower reported injury

rates (H5b), such that the relationship will be stronger when the mean is
high.

I propose that HR Strength is associated with business unit outcomes (lower
injury rates and higher accounting returns) both directly (by influencing shared
perceptions of important organizational goals and values) and indirectly (by influencing
attitudes) (Figure 1). I propose that HR systems can build shared awareness of, and
orientation towards, strategic organizational goals. That is, the influence of unit level HR
Strength on unit performance is partially mediated by unit level measures of work
attitudes and turnover intentions (Figure 1).

Ostroft (1992) found significant relationships between aggregated measures of
commitment, job satisfaction, and turnover intent and organization-level performance.

As noted previously, a meta-analysis shows that job satisfaction correlates more strongly
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with performance at the group level than at the individual level (Harter et al., 2002).
Ostroff (1992) suggests that these differences may be due to the interdependencies
involved in work. The ASA framework suggests, and empirical results corroborate,
(Boone, & Van Witteloostuijn, A. 2005; George, 1990), that groups comprised of
individuals who are similar in personality or affect are more likely to share similar
attitudes and behaviours. The situational strength framework suggests that behaviours
are likely to be constrained when situational strength is high, and research shows that
aggregated OCB contributes to organizational performance (Podsakoff, et al., 2000). For
these reasons, higher levels of (and agreement on) HR Strength should positively predict
unit level attitudes and performance.

Hypothesis 6. The partial mediation of the relationship between HR

Strength and unit-level performance by unit-level job satisfaction (H6a),

commitment (H6b), turnover intentions (H6c), and OCB (H6d) is

moderated by Agreement around HR Strength.

The purpose of HR Strength is to capture the degree to which the system
of HR practices fulfil Ostroff and Bowen’s (2000) definition of HR practices as a
means of communicating those behaviours and values that are strategically
important in a consistent and unambiguous manner. An HR system that performs
this function well is essentially and effectively communicating the organization’s
strategy, and is fashioning an organizational climate that is strategy-congruent.
This idea is formalized in the climate literature by Denison (1996), who postulates
that climate is formed through organizational structures such as HR practices. To

the extent that Service Climate is a strategic climate in the study organization’s

sample, this Service Climate should be attributable to HR Strength. While the
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literature is thin on the number of strategy-relevant climates that may be present
in a work-group, I view HR Strength as a primary source of strategic climates,
and therefore propose that the effect of HR Strength on Financial Performance
and Lost Hours Due to Injury is partly mediated by Service Climate:

Hypothesis 7: The relationship between HR Strength agreement and unit-
level performance (Financial H7a, and Injury H7b) is mediated by Service
Climate. The direct relationship between HR strength agreement and
performance as well as the relationship between HR Strength agreement
and Service Climate will be moderated by mean HR Strength such that the
relationship between HR Strength and performance will be greatest when
mean HR Strength is high, and lowest when mean HR Strength is low.
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Methods

Participants

The sample comprises managers at roughly 200 nursing homes, retirement homes,
and long-term care homes throughout Canada that are part of an assisted living company
headquartered in Canada. Mair (2005) demonstrated that middle managers have a
positive and significant effect of business unit profitability. Homes employ one to twenty
(M= 6.86, SD = 3) management staff working full-time to oversee the operation of the
home and the care of the residents. Additional support is provided by unionized part-time
and contingent support staff helping with tasks required in resident care, such as food
preparation and attending to personal client needs. The ratio of managers to support staff
at homes is approximately 1:5. HR practices are not coordinated between all homes. For
example, there are currently over 60 benefits plans for the 200 homes, and there is no
formal compensation policy at the corporate level.
Procedure

A web-based survey was distributed by the researcher via company e-mail to all
work-site management employees (N = 1,096). All management employees have access
to a computer at work, and the company allowed employees to complete the survey
during office hours. Two reminders were issued during the collection period; the first
reminder after two weeks, and the second reminder after the third week.
Individual Level Dependent Measures

Job satisfaction.
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The measure of job satisfaction is taken using the shortened (6-item) version of
Overall Job Satisfaction (Brayfield & Rothe, 1951). The original version of the OJS uses
18 items. The shortened version shows coefficient alphas that range from «=.83 to
«=.90 (Fields, 2002). Items are rated on a Likert-type scale ranging from 1 (strongly
disagree) to 5 (strongly agree).

Organizational commitment.

The 8 item Affective Commitment scale by Allen and Meyer (1990) was used.
This scale has demonstrated reliabilities ranging from «=.74 to «c=.90 (Allen & Meyer,
1996). The response scale consists of seven points ranging from strongly disagree to
strongly agree.

Turnover intentions.

Turnover intentions was gathered using the four-item measure developed by
Kelloway, Gottlieb, and Barham (1999). This measure has demonstrated a coefficient
alpha of .93, and the items are rated along a five-point scale ranging from strongly
disagree to strongly agree.

OCB.

OCBs were captured using a self-report measure of service-oriented OCB
(Bettencourt, Meuter, & Gwinner, 2001). This 16-item measure comprises dimensions of
loyalty (c=.87), service delivery («c=.80), and participation («c=.82). The 5 items
comprising the service delivery dimension are used for this study. It is appropriate for
the sample, given the service-oriented nature of the work in assisted living facilities.

Examples of items include “Generates favourable goodwill for the company” (loyalty
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dimension), “Follows customer service guidelines with extreme care” (service delivery
dimension), and “Makes constructive suggestions for service improvement” (participation
dimension). Bettencourt, Meuter, et al. (2001) defend the use of this self-report measure
by suggesting that many of the activities associated with customer-focused OCBs may
not be directly observable by the employees’ supervisors. A recent meta-analysis of
OCB showed no significant differences in results when subgroups were formed based on
‘self” (k=10) or ‘other’ (k=40) ratings of OCBs (Fassina, Jones, & Uggerslev, 2008).
Independent Variable: HR Strength.

HR Strength assesses six dimensions of strong situations for each of the eight HR
practices (Appendix C). The HR practices used in the measure were chosen from among
the ten HR practices established as contributing to organizational effectiveness (Combs et
al., 2006) and which are used by the participating firm as confirmed by its senior
corporate leaders. Participants were asked to indicate the degree to which they
agree/disagree with the statement aligned with each cell in the measure’s matrix,
designating a number ranging from 1 to 7, as in a Likert-type scale. Where participants
do not consider a particular HR practice as relevant to their group, they were asked to
denote “N/A” (not applicable). Items were averaged to derive an overall mean HR
strength score for each participant.

The HR Strength measure has two relevant features at the group level: the group
mean, and the variance. While the mean represents the overall level of HR Strength, the
variance connotes the strength of the measure in contributing to organizational climate

(i.e., agreement). Using the mean to reflect level and the variance to reflect agreement
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(Chan, 1998 refers to agreement as strength) represents two different processes by which
climate emerges through the HR system. Chan (1998) describes this type of model as a
dispersion model, where the variability of within-group agreement is an important
component of the model. Where a direct consensus model requires a certain level of
within-group agreement to warrant aggregation into a higher order construct, a dispersion
model treats within-group variance “as an operationalization of a focal construct” (p.239,
Chan, 1998). Multilevel models using the mean and variance as separate constructs are
not widespread, but recent examples of this type of analysis may be found in organization
climate research (Gonzalez-Roma, et. al., 2002; Schneider, Salvagio, & Subirats, 2002),
and in selection research (Ployhart, Weekley, & Baughman, 2006).

Agreement around HR Strength was assessed simply using the standard deviation
of HR Strength at the group level. A group with perfect agreement would score zero on
such a measure. Roberson, Sturman, and Simons (2007) recommend standard deviation
as a practical measure of dispersion.

The measure of HR Strength was developed by first deriving the dimensions of
HR Strength through the prior literature review. I settled on definitions of these
dimensions, and developed some items for each dimension. I then gathered a group of 6
subject matter experts (Human Resources and Organizational Behavior faculty members
and PhD students) to discuss the definitions and further develop items. A total of 60
items were developed by this group for the 6 dimensions. Two documents were then
given to a different group of 5 subject matter experts (3 professionals in the HR field, and

2 PhD students in Human Resources and Organization Behavior); one document
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contained the dimension definitions and the other document contained the 60 unsorted
items. This group (the 5 members of this group never met or interacted with one another)
were then asked to sort the items into their respective dimensions. Any items that did not
survive this translation stage at an agreement level of 80% or higher (4 or 5 out of 5 raters
agree on the sorting) were discarded. Of the 60 initial items, 41 survived the sorting at a
minimum of 80% agreement. Finally, these 41 items were pilot tested on a sample of 80
undergraduate students who had experience working part-time or full-time in an
organization. Reliability tests were performed in SPSS v17 to reduce the items for each
dimension to a practical number (i.e., 3 or 4 items per dimension) while retaining the
highest possible coefficient alpha for each dimension. The resulting 21 items are shown
in Appendix A.

From the practitioner’s point of view, the HR Strength scale may also be used to
assess the relative contribution of each HR practice to forming a cohesive system. For
example, a firm may have a low aggregate mean score, which might imply that
employees uniformly perceive the HR system (i.e., all practices combined) to be less
effective than it could be. Examination of the mean scores by functional area (i.e.,
columns on the measure, or individual HR practices) might reveal that the benefits score
is dragging down the overall mean. Closer examination of the benefits scores might
reveal that the ‘goal relevance’ dimension is particularly low. The implication here could
be that employees perceive the benefits to be in some way incongruent with
organizational goals (perhaps the organization claims to foster a casual work environment

but does not offer flexible work schedules).
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A benefit of this measure is its wide applicability, on both an inter-organizational
and intra-organizational basis. Rather than constructing a measure specific to each
organization or business unit strategy and its set of HR practices, the measure should not
be meaningfully affected by organizations or business units that do not use a particular
HR practice within the measure (e.g., pay for performance); this is the primary reason for
using the overall mean score as an overall measure rather than the total score. The
measure can also be distributed across groups within the organization that do not share
the same sets of HR practices. A problem with asking single informants, such as senior
HR staff about HR practices across several groups of employees within the organization
is the difficulty determining the degree of implementation of a particular HR practice
across groups (Wright et al., 2001). Employees can use the relevant portions of the
measure to reflect their perceptions of the HR system, thereby avoiding the problems
associated with differences in the usage of HR practices across employee groups.
Control Variables.

Organization and work-group tenure were used as control variables for the level 1
analyses. A count of the actual number of full-time employees was used as a control
variable at the group level.

Service climate.

Schneider et al. (1998) developed the 7-item measure of Global Service Climate.
Coefficient alpha for this measure ranged in their use from oc= .88 to «c= .91 (Schneider
et al., 1998).

Group Level: Dependent variables.
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A recent meta-analysis of the Strategic HR literature suggests that the relationship
between Human Resource practices and firm performance can be assessed equally across
an array of performance dimensions, including accounting returns, productivity measures,
retention, and market returns (Combs et al., 2006). For my study, the most recent
accounting measures (a ratio of actual Net Operating Income (NOI) against a target
value; this measure can range in value from 0% to over 100%) from each work-site was
used along with a measure of Lost Hours Due to Employee Injury (a measure that
companies are legislated to report to the provincial government based on lost hours
attributable to a workplace-related injury or illness). The use of NOI over target is
consistent with firm or business-unit financial outcome measures used in the literature
(e.g. Huselid, 1995), and the use of the most recently reported financial data implies that
the relevant time period for business-unit performance is the recent past. For example,
ROA, ROE, and profit-per-employee are all revenues-based measures. As a
representation of performance, the time-period over which those revenues were collected
is the period of interest, and so the use of these measures implies a focus on performance
from the recent past. Because the HR Strength scale captures shared employee
perceptions of organizational practices, which develop over time, the measure also
captures an assessment of the recent past. Thus, the measures of business unit
performance and HR Strength overlap in time.

Group Level: Mediators.

The measures of commitment, job satisfaction, and turnover intent that are taken

at the individual level were tested for suitability for aggregating to the group level using
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ICC1 (Ostroff, 1992). Commitment and satisfaction are typically represented at higher
levels as the average of individual values, provided that ICC1 falls within an acceptable
range (Campion, Medsker, & Higgs, 1993; Denison, 1990; George, & Bettenhausen,
1990; Ostroft, 1992; Schneider et. al., 2003). ICC1 provides an assessment of the
reliability of the group mean (Bliese, 2000), and essentially answers the question of how
much variance in the overall mean is attributabie to membership in that group. James
(1982) recommends using an ICC1 value of .12 as the cut-off for establishing sufficient
group-level homogeneity in an aggregated variable to identify it as a group-level
construct. Turnover intentions have also been aggregated to the group level based on the
exchange model of turnover, which implies that turnover rates at the group level may be
related to the ratio of rewards to costs of group membership (George, & Bettenhausen,
1990).

High and homogeneous ratings on the HR Strength scale would suggest that the
HR system is contributing to a strong business unit climate. Because the sample being
used has a known firm-level strategic stance partly focused on customer/client service, 1
measured global service climate using the 7-item measure developed by Schneider et al.
(1998). The mean of HR Strength is expected to correlate positively with the mean of
Global Service Climate as outlined in Hypothesis 4.
Analyses

Cross-level.

The row items of the HR strength scale are comprised of six dimensions

(Appendix A). The first set of hypotheses was analyzed using individual-level mean HR
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Strength as the independent variable and running separate regressions for each attitude as
a dependent variable. While this analysis is at the individual level, the assumption of
independence among perceptions of HR Strength cannot be made, as individuals are
nested within groups; therefore this set of analyses took the form of a level 1 analysis (in
HLM), or a mixed models analysis (Raudenbush & Bryk, 2002). This retains the
grouping structure, and the conclusions made at this level indicate the nature of the
relationship between HR Strength and attitudes for an individual within their respective
work group (Gavin & Hofmann, 2002). At this individual level, the sample consists of
all employees, but is dependent on organizational grouping (i.e., N = number of Work-
sites).

Because these hypotheses imply between-group differences, evidence of
significant within-and-between group variance in attitudes should be demonstrated prior
to hypothesis testing (Hofmann, 1997). The following equation, which uses no level 1 or
level 2 independent variables forces all the within-group variance onto the level 1 error
term and all the between group variance onto the level 2 error term:

Level 1 model: attitude jj= bg; + € j;

Level 2 model: boi = Yoo + uo;

Where:

attitude ; represents one of the relevant attitudes (job satisfaction, commitment, turnover
intent) at the individual level.

Yoo represents the group-level intercept for the attitude being regressed;

Y10 represents the group-level intercept for the slope where no predictors are specified;
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e jj represents an error term that is specific to the individual;

upj represents an error term that is specific to the group;
The variance (02) associated with the level-one residual e jj and the variance (o)

associated with the level-two residual u; may then be used to calculate ICC1, which
essentially explains the amount of total variance that can be attributable to group
membership. The significance of the between-group variance is estimated using the chi-
square test.

The first set of hypotheses implies that within a given work-group, HR Strength
associates with attitudes. These hypotheses can be tested using the following model:
Level 1 model: attitude ;;= by; + bj; IHRS;) + e
Level 2 model: bo; = Yoo + 1oy and bi; = 10 + uy;

Where IHRS;; = the mean of individual-level HR strength.

attitude j; represents one of the relevant attitudes (job satisfaction, commitment, turnover
intent) at the individual level.

Yoo represents the group-level intercept for the attitude being regressed;

Y10 represents the group-level intercept for the slope where no predictors are specified;

e jj represents an error term that is specific to the individual;

ugj represents the effect of group j on mean HR Strength; and

uyjrepresents the effect of group j on the HR Strength-Attitude slope

A t-test of y;o provides a test of hypothesis 1 (that individual-level HR Strength associates
with attitudes). The chi-square test of variance in ug; (i.e., Too) would suggest that there

may be differences in intercepts across groups (i.e., a main effect), which could suggest
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that group-level influences may be present. The chi-square test of the variance in u; (i.e.,
711) would suggest that there may be differences in slopes across groups, which could
indicate that the mean HR Strength may not necessarily be representative of the
relationship in any given group. This would suggest that one or more moderators of the
relationship between HR Strength and attitudes may be present at the group level.

The set of second hypotheses were tested using a series of random coefficient
regressions (i.e., one regression for each of the level 1 outcome variables: job satisfaction,
commitment, and turnover intent). The model for hypothesis 2a, which proposes that
group-level HR Strength explains variance in individual-level attitudes, after controlling
for individual-leve] HR Strength (i.e., a main effect of Group-level HR Strength), takes
the following form:

Level 1 model: attitude ;= bg; + b;; (IHRS;) + e j;

Level 2 model: bo; = Yoo + Y01(GHRS;) + ugj , and by; =vy10 + uy;

Where IHRS;; = the mean of individual-level HR strength;

GHRS; = the mean of aggregated (i.¢., group-level) HR strength;

attitude j; represents one of the relevant attitudes (job satisfaction, commitment, turnover
intent) at the individual level;

Yoo represents the intercept for the group-level attitude being regressed;

vo1 represents the effect of group-level HR Strength;

Y10 represents the group-level slope where no predictor is specified;

e jj represents an error term that is specific to the individual;

ug; represents the effect of group j on mean HR Strength; and
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uyjrepresents the effect of group j on the HR Strength-Attitude slope
Supporting evidence for the hypothesis that group-level HR Strength associates with
individual-level attitudes, after controlling for individual-level HR Strength would be
indicated by significance in the estimate of vy;.

The third set of hypotheses examines the effect of the interaction of group-level
HR Strength and agreement on individual-level attitudes. In other words, the interaction
of group-level HR Strength and agreement are expected to account for a significant
portion of the between-group variance in the relationship between individual-level HR
Strength and attitudes. Again, separate regressions would be run for each attitude.
Level 1 model: attitude ;= bg; + by (IHRS;) + e
Level 2 model: be; = yoo + Yoi(GHRS;) + ug;, and

bi; =710 + yu(GHRS))x(Agree;) + uy;

Where IHRS;; = the mean of individual-level HR strength;
(GHRS;))x(Agree;j) = the product of the mean of aggregated (i.e., group-level) HR
strength and agreement (variance); this is the cross-level interaction term.
attitude j; represents one of the relevant attitudes (job satisfaction, commitment, turnover
intent) at the individual level;
voo represents the intercept for the group-level attitude being regressed;
vor represents the effect of group-level HR Strength;

Y10 represents the average group-level slope for the level 2 predictors;

v11, represents the effect of the group-level moderator.

57



PhD Thesis — M. Podolsky McMaster — DeGroote School of Business

Supporting evidence for the group-level moderating effect of HR Strength-by-agreement
would be indicated by significance in the estimate of y;;.

Centering.

The purpose of scaling the independent variables is primarily to assist in the
interpretation of the intercept. Hofmann and Gavin (1998) discuss three possible
strategies; using the raw metric scaling (i.€., no centering); grand mean centering, where
the grand mean of the individual-level independent variable is subtracted from each
individual case; and group mean centering, where the mean for the group is subtracted
from the individual case within that group. While the raw metric and grand mean
centering strategies are considered equivalent for the purpose of analysis, group mean
centering produces results that differ form the other two strategies in the interpretation of
the intercept term, the variance in the intercept term across groups, and in the covariance
of the intercept term with other parameters (Hofman & Gavin, 1998). Essentially, raw
metric scaling and grand mean centering may be used to demonstrate the contextual
effect of the level 2 variables (i.e. the difference in attitude between two employees with
the same individual-level HR Strength score, who work in groups that differ by 1 unit in
group-level HR Strength), while group mean centering is used to assess the compositional
effect, or the combined effect of the level 1 predictor and the level 2 predictor on the
dependent variable (i.e., the difference in attitude between employees that differ by 1 unit
in individual and group level HR Strength). Because the hypotheses in this study relate
to the contextual effect of group-level HR Strength, the raw metric (equivalent to grand-

mean centering) was used.
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Groﬁp-level moderated mediation.

At the group level, I hypothesize that the interaction of HR Strength and group
agreement contribute to organizational outcomes partly through a mediating effect of
organizational attitudes (i.e., job satisfaction, commitment, and turnover intentions) or
climate. This hypothesis implies a form of conditional indirect effect known as
moderated mediation (Muller, Judd, & Yzerbyt, 2005). According to Muller et al.
(2005):

“ Moderated mediation happens if the mediating process that is responsible for

producing the effect of the treatment on the outcome depends on the value of the

moderator variable” (p.854).

H4, which propose that mean HR Strength moderates the mediating influence of
employee attitudes in the relationship between HR Strength agreement and unit
performance, is therefore tested through moderated mediation analysis. Stated in terms of
the model outlined in Figure 1, the pathway between HR Strength agreement and the
proposed mediating attitude or climate variable is moderated by mean HR Strength.
Specifically, direct effects and first stage moderation regressions, as described by

Edwards and Lambert (2007), were undertaken.
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Results
Data Verification

E-mail invitations with a link to the electronic survey instrument were sent to all
1,094 full-time employees involved in managing 180 work-sites. Two reminder
messages were issued over the 1-month period during which the survey was available.
Responses were received from 394 employees in 129 sites, representing an overall
response rate of 36%, which according to Baruch and Holtom (2008) is in line with the
average organizational survey response rate of 35%. Sixty-one of the 394 cases
contained missing data where more than 5% of the HR Strength measure (the primary
variable of interest in the analyses) was not completed. Usable responses were received
from at least one employee at 71.6% of sites (i.e., 128 sites), and the mean response rate
within sites was 36.5% (SD = 22.6%).

Missing data.

A visual inspection of the data suggested that missing data along the HR Strength
variable could be attributable to the length of the measure (168 items in matrix form).
Missing data appear increasingly toward the end of the measure, as if some subjects
abandoned the measure. While this appears to be a systematic reason for missing data,
plots of missing data against the other variables in the survey (Figure 3.1) suggest that the
missing data are random. The figures show values of mean HR Strength (on the x axis as
HRpractices) and other attitudes variables, including turnover intentions and OCB on the
y-axis in black. The left-hand columns of the figures show missing values of HR

Strength in grey along the values of the y-axis over which they occur. The marginal
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distribution of missing values of HR Strength is shown on the left in grey, and the
marginal distribution of the y-axis variable is shown in black. Data missing at random
should show a distribution (in grey) that aligns with the distribution of the y-axis variable
(in black), which would demonstrate that missing values are randomly distributed across
the values of the y-axis variables ( van Buuren & Groothuis-Oudshoorn, in press). For
example, Figure 3.1 shows that the distribution of missing values of HR Strength over the
other surveyed attitudes. Missing values of HR Strength for each attitude aligns closely
with the distribution of each attitude. Taken together, the figures are not inconsistent

with an assumption that missing values of HR Strength are missing at random.
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Figure 3.1
Distribution of Missing Values of HR Strength
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Further investigation into the effects of missing data along the measure of HR
Strength was conducted in the form of t-tests of the differences in means for each
surveyed attitude grouped by missing and non-missing values of HR Strength. These
tests showed no significant differences between values of job satisfaction, OCB, or

service climate across non-missing and missing values of HR Strength, but significant

62



PhD Thesis —~ M. Podolsky McMaster — DeGroote School of Business

differences in means for Commitment (p < .05) and Turnover (p <.05). These results
suggest that to some degree, the data are not missing completely at random (Little &
Rubin, 1987). However, the means for Commitment are higher and for Turnover are
lower in the non-missing data sample, which follows the direction of general patterns of
missing data observed by Rogelberg et al. (2000), who note that organizational survey
respondents show higher satisfaction, agreeableness, and conscientiousness than non-
respondents. Subsequent regression analyses at both the individual level and cross-levels
using Commitment and Turnover as dependent variables showed trivial and non-
significant differences in regression weights, p-values, and standard errors of the
variables (Table 3.1). Finally, logistic regression was conducted using a categorical
variable to describe the presence/absence of the HR Strength measure as the dependent
variable and all other attitudes variables as independent variables (Service Climate, Job
Satisfaction, Turnover intent, and OCB). None of the predictor variables emerged as
significant predictors of missing HR Strength data. Overall, these four different methods
of examining missing data indicate that the missing data may be considered to be

missing-at-random.
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Table 3.1
Logistic Regression Analysis of Effects of Missing Data For HR Strength

Including cases where HR
Strength is missing Excluding cases

Individual Level

Std
Coefficient Std error p-value  Coefficient  error  p-value

Dependent = Commitment

Intercept -0.26 0.37 0.469 -0.13 0.38 0.739
Service Climate 0.59 0.083 <.001 0.57 0.085 <,001
Org Tenure -0.006 0.008 0.421 -0.007 0.008 0.371
Job Satisfaction 0.74 0.08 <.001 0.73 0.08 <.001
Model R? 0.37 <.001 0.36 <.001
Adjusted R? 0.37 0.36

Observations 347 323

Dependent = Turnover

Intercept 6.68 0.359 <.001 6.6 0.37 <.001
Service Climate -0.45 0.08 <.001 -0.44 0.08 <.001
Org Tenure 0 0.01 0.91 0 0.01 0.67
Job Satisfaction -0.66 0.08 <.001 -0.66 0.08 <.001
Model R? 0.31 <.001 0.31 <.001
Adjusted R? 0.31 0.3

Observations 347 323

Cross-level

Dependent = Commitment

Intercept 2.28 0.59 <.001 2.48 0.59 <.001
Service Climate 1.11 0.12 <.001 1.07 0.12 <.001
Org Tenure -0.01 0.01 0.51 -0.01 0.01 0.43
Group Size 0.01 0.02 0.6 0.01 0.02 0.62
Group Service Climate -0.4 0.18 <.05 -0.4 0.19 <.05
Groups 125 121

Observations 293 276

Dependent = Turnover

Intercept 4.55 0.54 <.001 4.42 0.54 <.001
Service Climate -0.83 0.12 <.001 -0.8 0.12 <.001
Org Tenure -0.01 0.01 0.9 0 0.01 0.95
Group Size 0 0.01 0.93 0 0.02 0.89
Group Service Climate 0.22 0.18 0.21 0.23 0.18 0.2
Groups 125 121

Observations 293 276
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Screening for normality.

The study participants are grouped into work sites, which makes the sample for
this study inherently multilevel. Employees were grouped by their response to a survey
question asking them to input the name of their work-site. A total of 304 respondents
included their work-site name; all other responses were omitted from the analyses using
listwise deletion.

Individual level data were screened for normality first through examination for
potential univariate outliers. The values for all attitudes variables (HR Strength, Job
Satisfaction, OCB, Commitment, Service Climate, and Turnover Intent) fell within the
range of the attitudes scales. There were 4 unusually high values for organization tenure
and 4 for department tenure, with z-sores greater than 3.29 (Tabachnik & Fidell, 2001,
p.67). Because organization and department tenure were used only as control variables,
because they were plausible values, and because the other responses within these cases
were also plausible, these cases were retained.

Normality of the variables was examined through histograms (Figure 3.2), which
show evidence of both skewness and kurtosis for all variables; however, Tabachnik and
Fidell (2001,p.74) point out that under/over-inflation of variance estimates due to
skewness and kurtosis are reduced with samples larger than 200. The histograms show
that HR Strength, Service Climate, and Commitment show reasonable bunching around
the mean with relatively normal scatter from the mean. Job satisfaction shows some
bunching of the data at the upper end of the response scale; turnover intent shows a

strong leaning toward the low end of its scale; and OCB shows the largest departure from
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normality, with apparent range restriction at the top of its scale, and few values at the
opposite end of its scale. Vigoda-Gadot and Grimland (2008) show that citizenship
behaviours positively associate with values—based or vocational careers, lending some
support to the notion that the observed result for OCB may be reasonable given that the
participant organization’s business is assisted living. However, the histogram for OCB
shows that the range restriction on this variable might limit the variance shared with other
variables in the analyses, thereby potentially attenuating correlations. In order to estimate
the impact of range restriction on OCB, I calculated the magnitude of the relationship
between job satisfaction and OCB using an estimate of the standard deviation of OCB
from a non-restricted sample (Bettencourt et al.) and the method outlined in Tabachnik
and Fidell (2001, p.58). The corrected correlation between job satisfaction and OCB (r =
0.235) was equal to the uncorrected correlation in my sample, suggesting minimal impact

of potential range restriction on OCB in my sample.
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Figure 3.2
Histograms — Individual Level
Histogram of HRpractices Histogram of ServClim
8 8
T B T o
< c o
5 o E}
o Sl o
o 2 o
- o i <
N ’___i———’”
<o - (=)
— T T T i r T T T 1
2 3 4 5 6 7 1 2 3 4 5
skew = -732, kurt=14 skew = - 853, kurt.=1.6
Histogram of Commitment Histogram of Turnover
<
N
5 g 5
o = (=)
e L <«
= >
@ [ @
r o & 9
o o L —
T T T T T 1 f T —T T 1
1 2 3 4 5 6 7 1 2 3 4 5
skew =-57, kurt.=-224 skew = -.505, kurt.=-.788
Histogram of OCB Histogram of JobSatisfaction
o
g 2 7z 3
oy [=
@ @
& z
sy D o
T o J_ N
o o
— T T T 1 f T T T T T T 1
1 2 3 4 5 15 20 25 30 35 40 45 50
skew = -2.54, kurt.= 10.32 skew =-1.5, kurt.=33
Histogram of Orgten Histogram of Deptten
o
o
o~
g 2 g
o — [o
o e
fe o I ——
f T T T T l f T T T 1
0 10 20 30 40 50 0 10 20 30 40
Orglen Deptten



PhD Thesis — M. Podolsky McMaster — DeGroote School of Business

Individual level means, standard deviations, reliabilities, and correlations between
all lower-level variables are shown in Table 3.2, with an accompanying graphical
representation of individual correlations (Figure 3.3). All significant correlations are in
the expected directions, and with the exceptions of Service Climate and OCB, all
reliabilities fall within previously reported ranges. The reported reliability for the
measure of OCB is a = .80 and the coefficient alpha in this study was o = .82;
previously reported coefficients alpha for service climate are o = .88 to oo = .91, and for
this study the coefficient alpha was a = .85. The coefficient alpha for all variables was
above the level of o = .80. Thus, the correlations, standard deviations, and reliabilities

are all at or very close to expected directions and values.

Table 3.2
Individual Level Means, Standard Deviations, and Correlations
Variable M SD 1 2 3 4 5 6 7
1. HR practices 5.13 0.8
2. Job Satisfaction 4.11 0.73  .33** (.83)
3. Commitment 5 1.27  .59** A6** (.87)
4. Service Climate 3.79 0.72  56** 35%* SRk (.85)
5. Turnover 2.25 1.19  -51*%*  -46** -.64%* - 44%* (.94)
6. OCB 4.5 052 .14* 24%% A 20%* -.09 (.82)
7. Org. Tenure 7.07 747 -27 .08 -.01 .07 -.04 .06
8. Dept Tenure 5.72 64 -22 .04 -.05 .06 .01 .04 83%*

Note. N = 279-298
Coefficient alpha is indicated in brackets along the diagonal
*p <.05 F*p < .0l
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Figure 3.3
Summary: Iindividual Variables Correlations
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When aggregated by work-site, the means, standard deviations, and correlations
of the grouped data are presented in Table 3.3. All correlations at the group level are also
in the expected directions. Higher level means for job attitudes (Job Satisfaction,
Commitment, Turnover Intent and OCB), HR Strength, and Service Climate were created

by aggregating individual average scores within each work-site. Both the mean and
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standard deviation of HR Strength are proposed as group-level variables, and were
moderately correlated at -.45. Ployhart et al. (2006) use the standard deviation and mean
of higher level variables in a similar dispersion study, and report a surprisingly similar
correlation between grouped mean and the standard deviation of the group mean of -.46.
In conclusion, the means, standard deviations, and correlations of measures at the group

level are in the expected directions and fall within expected values.
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Table 3.3

Group Means, Standard Deviations, and Correlations

Variable M SD 1 2 3 4 5 6 7 8 9 10
1. Financial 092 027
2. HR practices  5.14  0.59 11
3. HR practices
SD 0.65 047 29%% A45#%
4. Service
Climate 379 0.53 24 Sk .26%
5. Job
Satisfaction 415 0.55 16 30 33 KILL
6. Commitment 508 0.97 07 60%* 20 44+ 47 #x
7. Turnover 222 0.89 19 54 xx 42 A40%x - 50+ .66%*
8. OCB 451 039 .06 .18 20 32 32 254 24xx
9. Injury 0.05 0.86 .09 .08 .14 19# - .17 .18% .18+ - .15
10. Site Size 7.09 337 12 .08 10 19 .04 .04 .03 A1 24+
11. SubjCount 237 137 .06 .02 .06 02 - .11 A2 .03 - .08 .12 .08

Note. N=123-128
for HR practices SD, N=82

Coefficient alpha is indicated in brackets along the diagonal

<05 **p<.0l
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The measure of Total Work Hours Lost Due to Reported Work Injury (a criterion
measure) covers a wide range, and includes zero. A logarithmic transformation is
possible if 0.5 or 1 is added to each case value (to remove the zero values for
transformation), but a rank transformation rendered a more normal representation. A
rank transformation replaces the actual data values with the rank of the value (Conover &

Iman, 1982). Histograms of the grouped data are presented in Figure 3.4.
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Figure 3.4
Histograms — Group Level
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Multivariate outliers were examined at this point using the Mahalanobis distance,
calculated by regressing site number on all variables (Tabachnick & Fidell, 2001, p.68).
This analysis suggested that sites with Mahalanobis values greater than 30 may be
suspect multivariate outliers. The only site with a value greater than 30 (Mahalanobis
value = 33) was examined and showed a standard deviation value for HR Strength that
was the highest value in the sample. The study of multivariate outliers is continued in
greater detail in the discussion of Hypothesis 5 (for example, Cook’s distance was tested
for the group-level regression as a measure of leverage).

Reliability and Structure of HR Strength

The measure of HR Strength was administered in the survey in a matrix format
and consisted of 168 items. The items were grouped into 6 dimensions of HR practice
effectiveness (Manager Support, Goal Relevance, Uniformity, Framing, Performance,
and Fairness) which were assessed for each HR practice outlined in Combs et al (2006)
(Training, Pay, Appraisal, Benefits, Teamwork, Promotion Opportunities, Information
Sharing, and Participation in Decision-Making). The coefficient alpha for the complete
scale is very high (o = .98), which is expected given that the measure comprises 168
items. The component means and reliabilities of the measure are broken down in Figure

3.5.
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Figure 3.5
HR Strength Reliability
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Confirmatory factor analysis was used to affirm the factor structure of the
proposed 6-dimension measure. Using the SEM package (version 0.9-19) in v.2.10.1 of
R, I combined all HR practice indicators for each dimension item into a single item (for
example, I averaged the Training, Pay, Benefits, Appraisal, Participation, Promotion,
Teamwork, and Information Sharing responses for each of the 4 items for Management
Support to get 4 Management Support items rather than 32 items, to work with 21 overall
observed variables rather than 128), and compared a 1-factor model to two 6-factor
models with a higher-order HR effectiveness factor. The single factor model is compared
to the 6-factor models in order to investigate whether the HR Strength measure better
comprises 6 sub-dimensions which load onto a single higher-order factor, or whether the
21 items simply fit a single dimension. Table 3.4 illustrates that while the single-factor
model does not show adequate fit, both the 6-factor orthogonal and the 6-factor oblique
models show adequate fit through the Root Mean Square Error of Approximation
(RMSEA) index (RMSEA orthog. = .08, RMSEA obl = .07), the Standardized Root
Mean Square Residual (SRMR orthog. = .06, SRMR obl. =.05 ), and the Nonnormed fit
index (NNFI orthog. = .91, NNFI obl. = .92), with the 6-factor oblique model showing
slightly better fit than the orthogonal model (Kelloway, 1998). The 6-factor model

represents the theorized model of the measure of HR practices, with 6 dimensions.
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Table 3.4
CFA — Results

Model 1 Model 2 Model 3
1-factor 6-factor Orthogonal 6-factor Oblique
higher order factor higher order factor

N= 272

Fit Indices Fit Indices Fit Indices
Chi-square 4217.8 4217.8 456.22
df 210 210 180
GF1 0.67 0.86 0.87
AGFI 0.59 0.82 0.83
RMSEA 0.14 0.08 0.07
SRMR 0.1 0.06 0.05
NNFI 0.68 0.91 0.92

Standardized Standardized Standardized

Loadings Loadings Loadings
Mgr Support 0.62 0.74
MS1 0.76 0.78 0.78
MS4 0.88 0.76 0.76
MS5 0.88 0.88 0.87
MS7 0.76 0.85 0.87
Uniformity 0.89 0.79
U1 0.72 0.61 0.61
U3 0.94 0.77 0.77
us 1.02 0.89 0.89
U6 0.9 0.77 0.77
Goals 0.98 0.79
G1 0.86 0.67 0.67
G3 0.85 0.72 0.72
G5 0.98 0.82 0.81
G7 0.97 0.78 0.78
Framing 0.97 0.78
FR1 0.85 0.69 0.7
FR3 1.1 0.83 0.83
FRS 1 0.81 0.81
Performance 0.29 0.3
P2 0.4 0.78 0.78
P3 0.36 0.83 0.83
P5 0.48 0.69 0.69
Fairness 0.82 0.97
F1 1.16 0.74 0.73
F3 1.05 0.79 0.78
FS 0.95 0.79 0.81

Note: all loadings are significant at p<.01
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The single-factor model shows some high loadings in the Uniformity, Goal,
Framing, and Fairness dimensions, and the 6-factor orthogonal model shows very high
factor loadings for Uniformity, Goals, and Framing on the higher-order latent factor.
While not necessarily indicative of a problem in CFA (Joreskog, 1999), these high
loadings suggest potentially high intercorrelations among these variables. The zero-order
correlations among Framing, Goals, and Uniformity include some correlations greater
than .75 (the highest zero-order correlations between items belonging to different
dimensions is 0.83), which has been suggested as a guideline value beyond which
multicollinearity may pose a problem (Tsui, Ashford, St. Clair, & Xin, 1995). By
allowing Uniformity, Goals, and Framing to covary, the 6-factor oblique model shows
slightly better fit than the 6-factor orthogonal model. For this study, the HR practices
measure was used as a single overall representation of perceptions of the HR system.
Tests of Hypotheses

The SPIDA package (v 0.1) (Monette, 2010) for the analysis of mixed models in
R (v. 2.10.1) (R Development Core Team, 2010), which is based on NLME (v3.1)
(Pinheiro, Bates, Debroy, Sarkar et al., 2009) was used to test all the multi-level models.
The first hypothesis tests the relationships between perceptions of HR Strength (HR
practices) and job satisfaction, commitment, turnover intentions, and OCB. Because
individuals are grouped by work-site, a multi-level model is employed to test these
individual-level relationships. Gavin and Hofmann (2002) suggest a first step in the
analysis of a multi-level model is to demonstrate whether the individual-level criterion

shows variance at both the individual (within) and group (between groups) levels. The
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purpose of this test, which uses a null model (Gavin & Hofmann, 2002), also known as a
test of an unconditional model (Raudenbush & Bryck, 2002), is to gauge the degree of
variation that lies between groups along the focal construct. The test of the unconditional
model regresses the dependent variable on no level-one predictors, and the grouping
variable as the only level-two predictor. Thus, the test uses the estimate of the between
group variance (Tgg) in an unconditional model in which the response is regressed only on
a constant term and a random effect for groups. The null hypothesis of this test is that
(T00) = 0.

Job Satisfaction; = Bo; + rj;

Bo;j = the (jth) site intercept

r;; = the level 1 residual

The resulting intercept represents the grand mean for the dependent variable, and the

variance around the intercept term (o) represents the level-two (group level) variance in
the dependent variable and the variance in the residual term (CY2 ) represents the level-one

variance. The intra-class correlation (ICC1) in the dependent variable can then be

calculated as

The output for separate regression analyses of unconditional models for job satisfaction,

commitment, OCB, turnover intent, and service climate are shown in Table 3.5. These
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analyses suggest that the amount of between group (that is, work-site level) variance for
all attitude variables except Service Climate is too small to justify meaningful cross-level
effects using job satisfaction, commitment, OCB, or turnover intent as outcomes. These
analyses also show job attitudes variables with ICC1 values below 0.12 , the cut-off limit
which James (1984) suggests as a minimum requirement to justify aggregation as a
group-level construct. Thus, the interpretation implied by these analyses is that job
satisfaction, OCB, commitment, and turnover intent are individual-level constructs in this
sample, and that they do not support a theoretical assumption implicit in a compositional
model that the mean of these attitudes represents a group-level construct. The HR
Strength variable was not included in these analyses as it is theorized to act according to a

dispersion model (Chan, 1998).
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Table 3.5

Results For Unconditional Models

McMaster — DeGroote School of Business

Job Satisfaction

Commitment

Turnover Intent

Intercept 4.11 5.01
Too 5.8217E-09 5.2900E-08
G’ 0.001764 1.625625
Number of
Observations 295 298
Number of Groups 126 128
ICC1 3.3003E-06 3.2541E-08
ocsB Service Climate
Intercept 4.5 3.79
Tyo 6.4000E-03 7.2900E-02
o’ 0.26780625 0.4356
Number of
Observations 294 298
Number of Groups 126 128
ICCc1 0.02 0.14

2.25
1.4400E-08
1.44

297
127

1.0000E-08
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The unconditional model therefore suggests that the first series of hypotheses (that
relates HR Strength to job satisfaction, commitment, turnover intent, and OCB) should
render the same results whether tested using multi-level regression, ordinary least squares
regression, or MANOVA. The results of hypotheses 1a through 1d are shown in Table
3.6. All three analysis methods demonstrate support for hypotheses 1a through 1d; that
is, that after controlling for organization and work-site tenure, (individual-level) HR
Strength is positively related to job satisfaction (B= .32, p <.001), organization
commitment (= .94, p <.001), OCB (B=.1, p <.01), and negatively associated with
turnover intentions (f=-.74, p <.001). Table 3.7 shows the results for the complete

models using OLS regression.
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Table 3.6
Hypothesis Tests — Models 1a — 1d

Results for HR Strength (IV), controlling for Organization
Tenure, and Department Tenure

. 0 . Turnover
Dependent Variable .J b . Commitment N OCB
Satisfaction Intent

N =273 N=274 N=274 N=272
MANOVA
Partial Eta Squared 0.099 0.34 0.24 0.02
significance p <.05 p <.001 p <.001 p<.05
OLS
coefficient (HR 0.32 0.94 -0.74 0.1
Strength)
significance of p <.001 p <.00] p <.001 p<.01
coefficient
Adjusted R-squared 0.12 0.34 0.24 0.02
(model)
HLM
coefficient (HR 0.32 0.94 -0.74 0.1
Strength)
significance of p <.001 p <.001 p < .001 p<.001
coefficient
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Table 3.7

OLS Regression — Hypotheses 1a-1d

Results of Linear Regression Analysis of HR Strength and Job Attitudes

Job Satisfaction N=273 Commitment N=274 Turnover Intent N=274 OCB N=272
Coefficient Std Error Coefficient Std Error Coefficient Std Error Coefficient Std Error
Variables
HR Strength 0.32*** 0.05 0,94*** 0.08 ~Q.74*%** 0.08 GC.1** .04
Org tenure 0.02 0.01 0.02 0.02 -0.02 0.02 0.01 0.01
Site tenure -0.01 0.01 -0.02 0.02 0.01 0.02 0.01 0.01
Intercept 2.44 %% * 0.27 0.24 0.41 6.0g%** .41 3.91%%*
RrR? 0.13*** Q. 35%%* 0.25%*x* 0.03%*
Adj. R2 0.12%** (Q.34%** Q.24%** 0.02*
* p < .05
** p < .01

*** b < ,001
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The second hypothesis states that after controlling for individual-level HR
Strength, group HR Strength will incrementally predict job attitudes. Because none of
the job attitudes included as outcome variables demonstrate sufficient between-group
variance, hypothesis two is largely redundant. The multi-level regression shows that
group-level HR Strength is not significant in the relationship between individual-level

HR Strength and job attitudes (Table 3.8). Thus, hypothesis 2 is not supported.
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Table 3.8
HLM Results — Hypotheses 2a — 2d

Results of HLM Analysis of Group & Individual HR Strength and Job Attitudes
Job Satisfaction Commitment

Coefficient Std Error Coefficient Std Error

Turnover Intent oCB
Coefficient  Std Error

Coefficient Std Error
Variables
MR Strength 0.33*%** 0.07 0.95*** 0.1 Q. 7*** 0.1 0. 1%* .05
Grp HR Strength -0.03 0.1 -0.03 0.16 -.07 .16 0.08 0.08
Org tenure 0.02 0.01 0.02 0.02 -0.02 0.02 0.01 0.01
Site tenure -0.01 0.01 ~0.02 0.02 0.01 0.02 0.01 0.01
Intercept 2.5%*k* 0.4 0.32 0.6 6.25%** .6 3. 7Kk
Numbgr of 273 274 274 272
Observations
Number of Groups 121 121 121 121
* p < .05
** p < .01

*%% 5 o< 001
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McMaster — DeGroote School of Business

Hypothesis three examines the moderating effect of the group-level standard

deviation of HR practices and group-level HR practices on individual-level job attitudes.

Table 3.9 shows that while the coefficient for individual-level mean HR Strength is

significant for job satisfaction (f=.33, p < .001), affective commitment ($=.93, p <.001),

turnover intent (f=-.71, p <.001), and OCB (=..06, p <.001), the group-level

coefficients are not significant. Thus, hypothesis three is not supported.

Table 3.9

HLM Results — Hypotheses 3a — 3d

Ind HR Grp HR HR Strength HR Strength
Strength Strength Agreement Mean x Agreement
Job Satisfaction
coefficient 0.33%** -0.02 0.79 -0.22
std error 0.07 0.18 0.87 0.18
#obs 237
# groups 82
Commitment
coefficient 0.93*%* -0.02 0.23 -0.04
std error 0.1 0.27 1.31 0.27
#obs 238
# groups 82
Turnover
coefficient -0.71#%* 0.07 0.35 0.01
std error 0.1 0.27 1.29 0.26
#obs 238
# groups 82
OCB
coefficient 0.06*** 0.07 -0.11 0.02
std error 0.05 0.14 0.69 0.14
#obs 236
# groups 82
**%p<.001
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The fourth hypothesis proposes that since the measure of HR Strength captures
employee perceptions of the degree to which HR practices are effective in bringing about
agreement around organizational values and goals, HR Strength should associate with
Service Climate. Hypothesis 4 is also intended to demonstrate some aspects of validity of
the HR Strength measure. At the individual level, the zero-order correlations between
HR Strength and Service Climate are » = .56 (p < .01), demonstrating a strong
correlation, but with unique variance. HR Strength also shows strong zero-order
correlations with job satisfaction ( » = .33, p <.01), commitment (» = .59, p <.01),
turnover intent (r =-.51, p <.01), and OCB (r = .14, p <.05). These correlations all
suggest that HR Strength demonstrates convergent and discriminant validity to some
degree by correlating highly, but not too highly (Anastasi & Urbina, 1997, p.129) with
Service Climate, Commitment, and Job Satisfaction, and not significantly with
organization tenure or job tenure.

Group-level correlations show a very similar pattern to the individual correlations.
A regression at the group level of Service Climate on HR Strength shows a strong
relationship (p <.001) between these two variables at the group level (Table 3.10),

supporting hypothesis 4.
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Table 3.10

Regression Analysis of Service
Climate on HR Strength

Service Climate N=123

Std
Coefficient Error
Variables
HR Strength 0.48*** 0.07
Intercept 1,32%*x* 0.36
RZ 29***
Adj. R2 .28F**
*p < .05
*¥* p < .01
*** p < ,001

Hypotheses 5a and 5b relate HR Strength to group-level measures of performance
(financial target achievement (H5a) and reported injury rates (HSb)). A moderation test
was conducted using an interaction term created by multiplying the mean of HR Strength
by the standard deviation of HR Strength (agreement). All independent variables were
centered, as recommended in Aiken and West (1991), and Actual Site Size (the number
of full-time employees) and Service Climate were used as control variables.

The data for the regression of Financial performance on the predictor variables
were examined at the multivariate level by plotting the regression residuals against fitted
values (Figure 3.6), and by plotting leverage against standardized residuals (Figure 3.7).
Leverage, as measured using Cook’s distance, is an indicator of multivariate outliers
which captures the influence of single cases on the regression (Tabachnick & Fidell,
2001, p.68). Cook’s distance is a useful measure of leverage, as it shows cases that may
be influential as outliers on both the dependent and the independent variables (Stevens,

1984).
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Figure 3.6
Plot of Fitted Values Against Regression Residuals For Hypothesis S5a
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Figure 3.7

McMaster — DeGroote School of Business

Plot of Leverage Against Standardized Residuals For Hypothesis Sa
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While none of the cases meet Cook’s and Weisberg’s suggested value of 1 as an outlier

(Stevens, 1984), cases 22, 79, 160 and 163 (as identified in the plots) were examined

visually in detail. It appears that case 163 is an outlier most likely due to the amount of

group-level HR Strength agreement (i.e. standard deviation of HR Strength), and cases
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22,79, and 160 scored very low in financial performance. Because these cases contain
reasonable and useful information, and because they did not meet the accepted value for
omission using Cook’s distance, all data were retained in the analysis.

Performing similar analyses using Injury Rates as the dependent variable (HSb)
shows the effect of the number of work-sites with zero values for injuries in the diagonal

trend in the residuals plot (Figure 3.8).
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Figure 3.8
Plot of Fitted Values Against Regression Residuals For Hypothesis 5b
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The plot of leverage using Cook’s distance in Figure 3.9 reveals no suspect outliers.

Figure 3.9

Plot of Leverage Against Standardized Residuals For Hypothesis Sb

Residuals vs Leverage
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The model for Financial performance (Hyp. 5a) is significant (RP=22, K’ adi=

.16, p <.01) with Service Climate (f = .12, p <.05), the standard deviation of HR
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Strength ( = -.25, p <.001), and the interaction term of the mean and standard deviation

of HR Strength (f = -.21, p <.05) as significant predictors (Table 3.11).

Table 3.11
Results of Regression Analysis of Financial
Performance/Injury Hours on HR Strength Interaction

(H5a)
Financial Performance N=82 Injury Hours N=82
Std Std
Coefficient Error Coefficient Error
Variables
HR Strength Mean -0.09 0.027 0.1 0.21
HR Strength SD - 25 ** .07 .48t .25
Service Climate J12% .06 -.16 .22
Site Size .01 .01 .05¢ .03
HR Str meanxSD -.21% .09 .64t .34
Intercept Rl Rl .03 .15 d
R2 L22%* 12t
Adj. R2 J16%% .06t
t <.1
*p < .05
**p < .01
*** 5 < ,001

The independent variables in Table 3.10 have been mean-centered, which implies
that the interpretation of the significant lower order terms (HR Strength SD, and Service
Climate) is that these values represent the conditional effect of Service Climate and HR
Strength SD at the mean values of these variables (Aiken & West, 1991, p.102). The
interaction term suggests that the relationship between HR Strength agreement and
financial performance is moderated by HR Strength mean, thus supporting hypothesis 5a.

Cohen and Cohen (1983) recommend probing interactions by plotting the regression line
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at different values of the moderator variable (for example, -1sd, the mean, and +1sd),
while holding all other independent variable values constant. A variant of this method
was used to probe the interaction at varying levels of both components of the interaction
term (i.e., varying both the mean and standard deviation of HR Strength). Thus, Figure
3.10 shows the nature of the interaction by plotting the relationship between HR Strength
agreement and financial performance over realistic values of agreement (the values of
standard deviation used were the minimum, 25™ percentile, the mean, and 75" percentile)
and realistic values of the mean of HR Strength (the values used were the minimum (3.5),
25" percentile (4.25), the mean (5.25), and a value slightly below the maximum (6.25)),
while holding Service Climate and Site Size at their mean values. Figure 3.10 shows
that, as hypothesized in the moderation hypothesis, at low values of the mean of HR
Strength, the relationship between agreement around HR Strength and financial
performance is negative (i.e., as agreement increases at low mean values, performance
declines) and shifts to a positive relationship at higher values of mean HR Strength (i.e.,
as agreement increases at high mean values, performance increases). Wald tests in Table
3.12 show that while holding other variable values constant, the coefficient for HR
Strength is not significant for low values of HR Strength, and becomes significant at a
value of 4.56 for HR Strength (approximately 1 SD below the grand mean value of HR
Strength). In other words, when the group perceives HR Strength to be low, agreement is
negatively associated with performance; whereas when the group perceives high mean
HR Strength, the association between agreement and performance is both positive and

significant.
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Table 3.12

Wald Tests of HR Strength Significance

HR
Strength
Value t-statistic p-value lower 0.95 upper 0.95
35 0.65 0.52 -0.17 0.35
4.25 -0.86 0.39 -0.22 0.09
4.56 -0.203 0.05 -0.26 -0.003
6.25 -3.42 0.001 -0.76 -0.2
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Figure 3.10
Interaction: Fin. on HR Strength Mean (lo to hi) & Standard Deviation
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Hypothesis 5b predicts a similar effect using Reported Lost Hours Due to Injury,
a different measure of group performance. The zero-order correlation between Lost
Hours Due to Injury and Financial Performance was not significant, which suggests that
these two measures of performance assess different aspects of performance. The
regression results were marginal for the model and for the interaction term; however, the

results were included in this analysis, as they are in the direction hypothesized and
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demonstrate very similar patterns across the interaction. For example, Figure 3.11 plots
the interaction of the mean and standard deviation of HR Strength for Lost Hours Due to
Injury. Similar to the plot of the interaction using Financial Performance as the
dependent variable, this plot demonstrates that for low values of the mean of HR
Strength, agreement around HR Strength is associated with increasing rates of injury,
whereas for high mean values of HR Strength, agreement around HR Strength associates

with decreasing injury rates (note that these results are marginal (p <.1)).
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Figure 3.11

Interaction: Injury Rates on HR Strength Mean & Standard Deviation
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Thus, hypothesis 5a is supported, and hypothesis 5b is marginally supported.
Hypotheses 6a through 6d relate HR Strength to group-level job attitudes. The
ICC1 measure of job attitudes is typically used to justify aggregation in a consensus-
based model (Chan, 1998), and the suggested cut-off level of ICC1 to justify aggregation
that is most commonly used is .12 (James, 1984). None of the job attitudes achieved this

cut-off level, and so hypotheses 6a through 6d were not tested. However, Service
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Climate demonstrated adequate group-level agreement to justify aggregation, and so
hypothesis 7 was tested.

Hypothesis 7 proposes that Service Climate partially mediates the relationship
between mean HR Strength and Financial Performance and Injury Rates, and is
moderated by agreement around HR Strength. This model falls into a category of model
referred to by Edwards and Lambert (2008) as a “Direct Effect and First Stage
Moderation Model” (p.4). Models that involve taking the product of regression
coefficients, such as a direct effect and first stage moderation model, require
bootstrapping techniques to overcome the violation of the assumption of normality
imposed by the non-normal distribution of a term formed by the products of regression
coefficients (Edwards & Lambert, 2008). Following the methods laid out in Edwards and
Lambert (2008), 1000 bootstrapped samples were generated from each of two regression

equations; the first equation is used to model the first stage mediation effect:
M = dos + aXSX + azSZ + aszXZ + €ms

The next equation is used to model the second stage mediation effect and the direct

moderation effect:
Y = bgyg + bapoX + bapoM + bzZ + bypeXZ + bymoMZ + ey

The coefficients for the equations involving the products of regression coefficients were
tested using the ¢-statistic derived by dividing the estimated coefficient (produced by the
original regression) by the variance of the estimates generated from the bootstrap sample.
The estimates and significance test of these estimates for the following (Figure 3.12)

direct effects and first stage moderation model are shown in Table 3.13.
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Figure 3.12
Coefficients of Interest For Direct Effects and First Stage Moderation
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Table 3.13 Coefficient Estimates For Direct Effects and First Stage Moderation
Moderator =
HR Strength 2 2
Mean axs azs  axzs R bxoo  bmoo bz bxz R
Dependent =
Financial -.05 S0** -0.06  28*%* - 23%* A1 -08 -23*  20**
Dependent =
Injury -.05 S0** 006 28*%* 57* -48  -20 52 .09

Note: N= 82. Coefficients beginning with 'a’ are from the first equation for mediation, which has Service
Climate as the dependent variable. Coefficients beginning with 'b’ are from the second equation, which has
Financial Performance ( or Injury) as the dependent variable.

* p< .05
** p <.01

To assess the degree of moderation, the effects are then modeled at relevant levels
of the moderator variable (such as +/- 1 SD of the moderator, as suggested in Cohen and

Cohen (1983)). The r-value associated with the differences between the effects at these
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levels of the moderator determines the significance of the effect (Edwards & Lambert,

2008).
Table 3.14 Significance of Differences Between Effects +/- 1SD of the Moderator
Financial First Stage  Direct Effect Injury First Stage Direct Effect
HR Strength HR Strength
+1SD -10 -.52% +1 SD -.10 31
-1 SD -.05 -.28% -1SD -.05 -2
Difference .05 23% Difference -.06 5
*p<.05
** p <.01

Thus, as shown in Table 3.14, the first stage mediation effects (the relationship between
mean HR Strength and Service Climate) are not significant at each level of the moderator
(plus 1 and minus 1 standard deviation of agreement), and the difference between these
effects is not significant, which shows that there is no moderation of this relationship.
However, the direct effect of the moderation by HR Strength mean of the relationship
between HR Strength agreement and Financial Performance is supported (p < .05). The
conclusion from this analysis is that hypothesis 7 is partially supported (and confirms the
results reported for Hypothesis 5a) in that the relationship between mean HR Strength
and Financial performance (but not Lost Hours Due to Injury (HSb)) is moderated by
agreement around HR Strength (p < .05); partial mediation is not supported.
Discussion

This study makes several unique contributions to the research literature on the
impact of HR practices on employees and firm performance. First, the findings reported
here add to our knowledge of sow HR practices contribute to individual attitudes and

group performance. Specifically, they suggest that HR practices impact individual
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attitudes and group performance when they communicate messages to employees in ways
that contribute to perceptions of consistency and clarity around those messages. HR
practices relate to individual job attitudes when messages are perceived to be focused on
strategic objectives and are consistent across practices. Moreover, HR practices relate to
group performance when there is agreement around the perceptions of those practices.
This role of HR practices is founded in Bowen and Ostroff’s (2000) explanation of the
purpose of HR practices, and the current study is the first to test their assertion.

Second, the current study expands conceptions of the role of HR practices from a
focus on the individual to a broader focus that includes the group. To a large degree,
theoretical models of HR system effectiveness are based at the individual level. For
example, motivation-based theories such as the Hackman and Oldham job characteristics
model (1976) and social exchange theory (Homans, 1958) have been used to explain HR
practice effects on individual motivation, empowerment, and skills-enhancement
(Subramony, 2009). The assessment of situational strength within an organizational
context is rare. The current study has shown that situational strength theory (Mischel,
1976) can help explain the influence of HR practices at the group level, and contributes to
an emerging body of research' showing how management practices directed at the group
level can impact group performance.

Third, the results suggest that HR practices play a role in priming the ASA

process at the individual level. Those who perceive higher levels of situational strength

"For example, Takeuchi, Chen, and Lepak (2009) show that management concern for
employee climate (an organization-level variable) mediates the relationship between
HPWS and individual attitudes, and Wu, Tsui, and Kinicki (2010) show how group-
focused leadership is an important contributor to group performance.
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around HR practices also report higher levels of job attitudes, most notably affective
commitment. Nishti and Wright (2008) point out that the effects of employee perceptions
of HR practices on attitudes is an under-researched area in the SHRM literature. The
current study addresses this recent call for research. Furthermore, this study helps to
build upon the ASA framework by showing one situational context (strategic goals)
around which homogeneity associates linearly with performance. Results show that
performance increases as HR Strength agreement approaches an absolute level. A recent
review of the ASA framework (Billsberry, Talbot, Nelson, Edwards, & Goderich, 2010)
points out that after two decades of research into the ASA framework little is known
about the effects of homogeneity in organizations. The findings reported in the current
study provide insight into this issue by showing that the effects of homogeneity may be
contingent on the situational factors that are the target of agreement.

No support was found for a cross-level influence of group-level HR Strength on
individual attitudes, despite emerging evidence that group-level attributes of the HR
system impact individual attitudes (Takeuchi, Chen, and Lepak, 2009). This may be
attributable to the homogeneity of job attitudes in the sample studied. The multilevel
intra-class correlations (ICC1), and the multi-level regression models for the second and
third set of hypotheses involving job satisfaction, commitment, OCB, and turnover
intention (as individual-level outcomes) suggest that although the model is multi-level
(employees working interdependently within distinct groups), the employee attitudes in
the sample are not multi-level. Job satisfaction has been shown elsewhere to aggregate as

a compositional variable (e.g Ostroff, 1992). Perhaps organizational structures and
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attributes such as culture, senior corporate leadership, corporate communications,
selection methods, and corporate management practices attenuated the amount of
between-group variance in job attitudes at the work-site level. The ICC1 statistic for
service climate (ICC1 = .14) suggests that service climate represents a group-level
construct within this sample -- employees within work-sites apparently are more similar
than employees between work-sites on some attributes.

There was no support for organizational climate as mediator of the influence of
HR practices on firm performance, contrary to expectations (Denison, 2006; Bowen &
Ostroff, 2004). It is possible that while HR Strength associates positively with global
service climate, this particular climate measure may not be as goal-relevant to the
sampled employees as some other (unmeasured) climate. In other words, service climate
may not be strategically central to the sample organization, and thus does not associate as
strongly with performance as some other climate might. Furthermore, Preacher, Rucker,
and Hayes (2007) show that the current methods used to test indirect and meditational
effects require large samples in order to detect small (p = .14) effects sizes. Perhaps there
was insufficient power with the current data set (V=89) to demonstrate the hypothesized
effect with service climate.
Theoretical Implications

Whereas Schneider (1987) proposes that homogeneity is attributable to a process
where people are drawn to similar others, HR Strength shows that homogeneity in
employee perceptions of the effectiveness of an organizational structure (i.e., the HR

system) relates to individual attitudes, group level climate perceptions, and group
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performance. Thus, this study reinforces Ployhart et al.’s (2006) observation that
conceptualizations of homogeneity using group-level variance rather than group-level
rﬁean (or for that matter, using a function of both the group mean and variance as an
indication of homogeneity) might require a “change in the framing and testing of the
ASA model” (p. 673). As an example of a change in the framing of the ASA model,
ASA suggests that similarity might over time be a negative outcome, as groups become
less able to adapt to external changes; however, similarity derived from situational
strength around an understanding of strategic goals could actually facilitate change,
provided that organizational structures maintain clarity around changing goals. Thus, this
study establishes that context provides a potential boundary on the performance-related
effects of homogeneity within the ASA framework.

The current study also offers a unique observation regarding the effect of
situational strength (through organizational structure, such as the HR system) on the
development and impact of human capital. The findings provide empirical support for
Ostroff et al.’s proposition (2003) that HR practices are a likely source of situational
strength around organization climate. Furthermore, it was shown that uniformity in
employee perceptions of organizational goals and strategic objectives is relevant at the
individual level in the form of associations with work attitudes as well as at the group
level in the form of performance. Schneider and Snyder (1975) initiated the movement of
the study of organizational climates away from a molar perspective (i.e., a generalized
climate) and toward specific climates (“...a climate for something” p. 327), spurring the

conceptualization of climate in terms of safety, service, trust, etc. My study implies that
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there may be merit to a meta-level of climate abstraction; that is, a climate for
organizational strategy. I refer to this as a meta-level of abstraction since a business unit
with a focused strategy could subsume more than a single climate. For example, a quality
focused strategy could include climates for safety, service, and trust (as well as others).
The association between business unit performance and agreement around perceptions of
HR Strength provides some evidence that aggregated perceptions of strategic objectives
and organizational goals indicate the presence of a strategically relevant climate. Given
the rapidly expanding number of organizational climates emerging in the literature, a
higher-level abstraction that comprises a// strategically relevant climates within an
organization or business unit captures a resource-based view of climate in that it allows
for a causally abstract and inimitable conceptualization of climate. This would permit
greater aggregation and generalization of findings in climate research, and open new
opportunities in research on the antecedents and consequences of climate.

This study also offers additional insight into the nature of the emergence of
human capital. Human capital has been typified as the individual experience, judgment,
intelligence (Wright et al., 1994), and the knowledge, skills, and abilities of organization
members (Ployhart, Weekley, & Ramsey, 2009). Aggregation of human capital to the
group level presumably emerges as a mean of individual human capital, and can be
leveraged by combining group members with unique and complementary sets of human
capital. I have shown how organizational structures such as the HR system can influence
the emergence of human capital at the group level by contributing to situational strength

around strategic objectives. Situational strength at the group level leverages human
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capital such that human capital can be more (or less) than the sum (or mean) of its
individual components at the group level, depending on the amount of agreement. Thus,
I have provided evidence that the HR system can influence the aggregation of human
capital from the individual to the group level.

The influence of the HR system on the emergence of human capital at the group
level (through agreement in employee perceptions) suggests an extension to the meaning
of complementarity among HR practices. In the context of this study, HR practices are
effective as a system when employees agree that the information delivered through HR
practices is consistent across practices and people. Rather than understanding
consistency of HR practices in terms of the functional role of each HR practice, findings
here suggest that consistency can also be achieved through the degree to which each HR
practice is successful in communicating its strategic relevance. In other words, in
keeping with a configural perspective, a system of HR practices is achieved not only
through bundling HR practices to maximize individual-level motivation, or
empowerment, or skills, but also through ensuring that the information communicated
through each component of that bundle contributes to shared employee perceptions.

Finally, this study sheds light on the research findings that manufacturing
organizations show stronger associations with High Performance Work Practices than do
service-oriented firms (Combs et al., 2006, Subramony, 2009). Subramony (2009)
suggests that the differences may be attributable to increased managerial attention and
financial resources poured into HR practices (through TQM and structures like

autonomous work groups) in manufacturing companies. Combs et al. (2006) reflect that
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manufacturing requires greater adaptation to changes in equipment and processes than
service firms, and that outcomes in manufacturing are less influenced by external sources
such as custémers. My study shows that HR practices are more effective when
employees share an understanding of the organization’s goals that are communicated
through those HR practices. Both Combs et al. (2006) and Subramony (2009) allude to
the tendency of manufacturing as an industry to show greater situational strength around
jobs, goals, and outcomes than service organizations, through the development of work
processes that are focused around a tangible and consistent product. Thus, the
manufacturing process likely lends itself by nature to greater situational strength around
organizational goals than do the processes around tailoring customer satisfaction to the
individual (customer) that involve service firms.
Implications for Practice

Researchers are becoming increasingly aware of a gap between research findings
and the practice of management in organizations.” Saari (2007) points out that as the role
of HR practitioners moves more toward the strategic, HR managers are being pushed to
demonstrate the value of HR practices. An objective of this study was to build on the
findings that HR practices contribute to business unit and firm performance to not only
investigate #ow HR practices are made effective, but to also put a tool in the hands of
practitioners that can be used to benchmark HR practice effectiveness in a way that

allows for prescriptive conclusions.

% For example, an entire issue of the Academy of Management Journal (2007, 5) was
devoted to exploring this gap.
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HR Strength significantly predicted business unit performance (R2 = 22,p<.01
for financial performance regressed solely on the interaction of mean HR Strength and
HR Strength agreement). This suggests that HR leaders should be concerned with the
degree to which each HR practice contributes to situational strength around important
outcomes. This further implies that HR practice effectiveness can be conceptualized not
only at the individual level, but also at the group level, by bringing about shared construal
of organizational goals and uniform expectancies around appropriate employee
behaviours. Questions HR practitioners should ask when considering the effectiveness of
a single HR practice include ‘Does this practice clearly communicate our strategic
intent?’, ‘Does this practice align the efforts of coworkers?’, ‘Is this practice consistent
with all other practices in communicating our strategic goals?”, and ‘Do we support this
practice to the extent that employees understand that it is important to us?’. According
to the findings in this study, HR practices are least effective when groups perceive a low
mean level of effectiveness, but that as the mean level of effectiveness perceptions
increases, agreement around HR practices associates positively with performance. Thus,
managers should be concerned with the extent to which HR practices are clear and
consistent in their purpose. The measure of HR Strength expands the reach of HR
practices beyond the individual (i.e., building KSAOs, motivating, and empowering) to
the group, by providing evidence of the extent to which HR practices are effective
through the creation of situational strength.

HR practitioners can use the measure of HR Strength to assess all or any of the

HR practices that are relevant to their organization; each of these practices can then be
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assessed for effectiveness along the 6 dimensions of HR Strength (i.e., manager support,
goal relevance, uniformity, performance orientation, fairness, and framing). In this study
sample, paired-sample t-tests of the means of the 8 HR practices at the group level
showed significant differences (p < .05) for all HR practices (with the exception of the
differences between means of training and teamwork, and teamwork and information
sharing), and significant differences between means of all 6 dimensions of HR Strength
(p < .05, with the exception of the differences between means of management support
and uniformity, management support and goals, uniformity and goals, and uniformity and
performance). Because groups differ along most of the practices and dimensions,
managers can use the measure of HR Strength to benchmark HR practices, and to
diagnose what dimensions of individual or collective HR practices are stronger than
others. Therefore, unlike many popular survey assessments of employee engagement
which provide only a benchmark, successive measures of HR Strength can show whether
a change made to a single HR practice strengthens the effectiveness of that practice, and
the impact of that change on the system of HR practices.

Furthermore, the dimensions of HR Strength can provide managers with some
guidance as to what could be changed about an HR practice to make it more effective.
For example, the measure of HR Strength for the sample organization showed that
perceptions of pay were significantly lower (p < .05) than those of other HR practices at
the individual level. Within pay perceptions, the dimension means for framing and
fairness were significantly lower (p < .01) than the means of the other dimensions, and

the standard deviations of perceptions were higher for framing and for fairness than for
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the other dimensions. The implication is that organizationally, pay is contributing less to
effectiveness, and the aspects of pay that are pulling this practice down are the degree to
which pay frames individual contributions in the context of organizational performance,
and in fairness around the pay process. To put these findings in the organization’s
context, this organization does not provide incentive pay. Such findings could be used by
the organization to either overhaul compensation plans to include performance-based pay
incentives, or to better communicate why the current pay plans are deemed most
appropriate.

Continuing with the example of performance-based pay, one might question why
agreement would be important around a practice that is intended to differentiate
employees (based on performance)? Agreement around HR Strength would indicate that
employees perceive an incentive plan in much the same way. The results of my study
suggest that low levels of agreement, where some group members perceive high levels of
fairness, management support, or goal relevance of incentive plans, while other members
perceive low levels of these attributes would associate with lower overall group-level
outcomes. These findings are reinforced through motivation theories associated with
incentive pay, such as Expectancy theory (Vroom, 1964), and Equity theory (Adams,
1965); these theories suggest that for an incentive plan to be motivating, the individual
must perceive the link between behaviour and reward (Expectancy theory) or perceive
that the incentive pay system is fair (Equity theory). An incentive pay plan that is

perceived by all to be fair and to have clear behaviour-reward contingencies should then
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be motivating to all employees who can be motivated by such a plan. In this way, HR
Strength agreement reinforces the benefit of a performance pay plan.
Limitations and directions for future research

HR Strength is a new measure, and as such the validity of the measure cannot be
fully explored through a single study. I have attempted to establish a degree of content
validity through likening the dimensions of HR Strength to both Mischel’s (1976) and
Hattrup and Jackson’s (1996) conceptualizations of the dimensions of situational
strength. [ have compared HR Strength to indicators of climate, and elements of HR
Strength are similar to some aspects of job satisfaction. Convergent validity with the
climate construct was demonstrated through sizable individual (r = .56, p <.01) and
group level (r = .54 p <.01) correlations between HR Strength and Global service
climate.

Divergent validity was examined through several measures. Some popular
measures of job satisfaction, such as the Job Perception Scale (Hatfield, Robinson, &
Huseman, 1985) and the job satisfaction survey (Spector, 1985) have sub-dimensions of
satisfaction with pay, promotion, supervision, and coworkers in common with HR
Strength. The correlations between individual (r = .33, p <.01) and group level (r = .30,
p <.01) measures of job satisfaction and HR Strength show that these two constructs are
reasonably different from one another. Furthermore, HR Strength did not correlate
significantly with organization tenure or department tenure at the individual level. This
result is meaningful in that individuals who have long tenure with their department or

organization might have a deep understanding of the organization’s goals, but would not
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be expected to perceive that HR practices contribute to their understanding of those goals
any more than an organization member with only a few months of tenure. Group level
correlations also show that HR Strength agreement (the standard deviation of HR
Strength) was not significantly correlated with either the number of employees working
at the work-site, or the number of employees (within-site) who responded to the survey.
This suggests that HR Strength agreement is not a vestige of site size or number of
respondents.

While the group level model uses criterion measures that are unrelated to the
measurement of the independent variables, the individual-level model uses both
independent and dependent variables that were collected from the same source at the
same time. This raises the issue of common method variance (CMV) (Podsakoff,
MacKenzie, Lee, & Podsakoff, 2003) at the individual level. There is some debate
around the impact of the effects of common method variance (see Spector, 2006), but it
can lead to inflated correlations between measures (Podsakoff, Mackenzie, et al., 2003).
The individual level relationships were not the central focus of this research, and even
interpretations of reduced levels of the significant correlations between the individual
level constructs, as indicated by Podsakoff et al. (2003) would not substantively change
the conclusions from this study. Thus, the effects of CMV on the study outcomes are
expected to be of little impact.

This study is cross-sectional, which does not permit conclusions around causality.
Studies within the SHRM area have questioned the direction of causality in the practices-

to-performance relationship. For example, Schneider, Hanges, et al. (2003) found
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reciprocal relationships for several job attitudes and performance, indicating that firm
performance may lead to slack resources and further investments in HR practices, which
then leads to higher attitudes. My study further explains the nature of HR practice
effectiveness, and as such places conditions on the nature of HR practices and their
effects on business unit performance. This study goes beyond the presence of HR
practices, to attributes of those practices and how those attributes affect performance.
Thus, the nature of the interaction of HR Strength agreement and mean HR Strength on
business-unit performance carries with it a suggestion that HR practices relate to
performance when certain conditions are met, and not when those conditions are absent.
While not a direct test of causality, this implies a causal relationship in the direction of
the HR practices to performance relationship. From a theoretical perspective, situational
strength theory suggests that agreement around mean HR Strength should lead to higher
performance; however, what theory might suggest that higher performance would lead to
greater agreement around employee perceptions of the situational strength of HR
practices (i.e. HR Strength)? In this case, the common explanation in the literature of
higher performance leading to slack resources and greater investments in HR practices
does not explain why greater investments would induce agreement.

Finally, the homogeneity of responses to some of the measures (such as OCB)
could be a function of two possible sources of error; subjects may have responded in a
way that is consistent with what they believed the organization would want or value; or
that the use of business units within a single organization could lead to range restriction.

The assisted living industry may be a vocational industry which selects for those with
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higher levels of citizenship behaviours (Vigoda-Gadot & Grimland, 2008). This might
explain why the measure of OCB in this study demonstrates a lack of variance and a
normal distribution, thereby attenuating the strength of the relationships involving OCB.

Future studies could further investigate the construct validity of HR Strength by
exploring its relationship within other industrial and organizational settings and with
other antecedent and consequent attributes. For example, construct validity could be
further developed by capturing the measure of HR Strength in a manufacturing setting; it
could be explored through relationships with different types of organizational climate
perceptions, with personality attributes, and with outcomes like actual turnover rates. A
multi-trait multi-method matrix could be used to assess the convergent and divergent
validity of HR Strength by capturing HR Strength using other forms of measurement.
Different ways to measure HR Strength could include an interview method in which
group members individually provide global assessments of the HR system as a whole
(rather than each individual practice) along each dimension of HR, or using a survey to
capture global assessments. From an internal validity perspective, HR Strength could
benefit from a laboratory study that manipulates perceptions of the dimensions of HR
Strength using groups, and relate those group-level perceptions to group performance.

This study was limited to business units within a single organization. Although
the business units were subject to different forms of HR practices, the differences in these
practices may have been small enough to restrict the amount of between group variance
in job attitudes. Taking the study of HR Strength to the organizational level would

broaden the variety of HR practices that groups are exposed to, and might provide
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sufficient between-group context to permit cross-level analyses of the effects of group
perceptions of HR Strength on individual attitudes.

The concept of situational strength has received little attention in the
organizational context to date. More research on the sources of, antecedents of, and
consequences of situational strength would be useful in providing insight into the
understanding of organizational climate and HR practice effectiveness. One interesting
avenue of exploration could be the role of leadership in fostering situational strength. HR
Strength may also prove relevant in explaining the mixed findings on the relationship of
team diversity to group performance. For example, HR Strength may moderate the
relationship between diversity and group-performance (Wegge, Roth, Neubach, Schmidt,
& Kanfer, 2008) by providing a unifying frame of reference and goal focus for group
members.

This study suggests that the HR system can contribute to situational strength
around employee perceptions of organizational goals, and that this form of situational
strength is performance-relevant at the level of the business unit. While there is a dearth
of research that examines situational strength around strategic goals, it is clear that
practitioners are interested in understanding how to achieve it. Towers Perrin makes
clear the salience of this point by stating that a primary focus for organizations to
influence employee engagement lies in

“Customizing and shaping a work environment and culture to match their unique

basis for competitive advantage, tangibly aligning work-force strategies with

business priorities” (p.3., Towers Perrin, 2008).
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The conceptualization of HR Strength as a dispersion model, where agreement
and the mean level of the construct interact with one another, may be a fruitful way in
which to operationalize some forms of climate. Schneider et al. (2002) showed that
climate strength, as measured by the group agreement in climate perceptions, moderated
the relationship between mean climate perceptions and customer satisfaction, and the
current study adds further support to the use of the interaction of the mean and agreement
as a way to study situational phenomena. Although this concept is quickly gaining
traction, few studies to date utilize variability in climate perceptions as part of the
assessment of climate.

Conclusion

The primary purpose of this study was to test whether situational strength theory
could provide insight into #zow HR practices are effective in associating with business
unit performance. In order to test this, I developed a measure of the effectiveness of the
system of HR practices which captured employee perceptions of the extent to which each
HR practice reinforced 6 dimensions of situational strength. Using this measure of HR
Strength, I found that mean HR Strength at the business-unit level moderates the
relationship between HR Strength agreement and financial performance such that the
relationship between HR Strength agreement and performance is significant when the
mean is high, but not significant when it is low. This result suggests that as Bowen and

Ostroff (2000) propose, the HR system plays an important role in creating situational

3 There have been 4 articles in major publications that focus on climate strength
(variability) since Schneider et al. (2002); two of those articles were published since
2009.
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strength around organization goals. It also suggests that this role is another means
through which the HR system contributes to organizational effectiveness.

I had also theorized that HR Strength associates with job attitudes at the
individual level, and that group-level HR Strength has a contextual effect on individual
attitudes. While the individual-level hypotheses were significant, I did not find cross-
level effects for group HR Strength on individual attitudes. A possible explanation for
this result is that the organization may have a culture or management practices that are
strong enough to bring homogeneity among employees across business units with regard
to job satisfaction, commitment, OCB, and turnover intentions.

HR Strength was shown to predict individual attitudes, group-level service
climate, and financial performance. Taken together, these results imply that HR Strength
is an indicator of the importance of the HR system in bringing about situational strength
around strategic goals, and is a useful diagnostic tool for individual HR practices as well
as HR system integration of those practices. Moreover, HR Strength shows that HR
practices relate to performance in a way not widely demonstrated to date: by enhancing
group-level agreement around the degree to which organizational goals are supported and
reinforced by HR practices. This finding offers insight into one of the means through
which HR practices are performance enhancing, shows the importance of creating
situational strength around employee perceptions of strategic organizational goals, and

opens the door to new ways of conceptualizing HR management at the group level.
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Appendix A
The Dimensions of HR Strength and Related Items:

Shared Goals. (The degree to which HR practices communicate, clarify and reinforce
the goals of the organization).

clarifies the organization’s strategic objectives.
communicates the relevance of organizational goals.
reinforces organizational goals.

reflects what’s important to the organization.

Framing. (The degree to which HR practices contribute to framing/conceptualizing
where my job fits in terms of its contribution to the organization’s overall mission).

clarifies links between individual, team, and organizational goals.
clarifies the organization’s expectations of me.
helps link individual efforts to the organization’s purpose.

Management Support. (The degree to which supervisors/managers support HR
practices).

is/are valued by my supervisor.

is/are reinforced by my supervisor’s behaviours.
is/are clearly important to my supervisor.

is/are supported by my supervisor.

Fostering Uniformity of Values, Attitudes, and Behaviours. (The degree to which HR
practices contribute to the alignment/sharing of attitudes and behaviours with group
norms and expectations).

helps to unify employee behaviour.

helps me to align my efforts with coworkers.
supports team cohesiveness and uniformity.
fosters consistency in my coworkers’ behaviour.

Facilitates/Supports Performance. (The degree to which HR practices provide the
resources, tools, and support necessary to perform one’s job).

diverts my attention from getting the job done.
detracts from my ability to do my job.
gets in the way of what ought to be done.
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Fairness (the degree to which HR practices are fair)
treats all employees equitably.

is administered without bias.
is administered fairly.
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Appendix B

How HR Strength Relates to Situational Strength
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Sitzational Sirength 1996 4 artributes of

Siteations

Information
from
Environment

Shared Construal

Salience of
Manapement
Support

TN

Uniform
Expectancies

Fostering
Uniformity

Shansd
Relevant
Gioals

Task Attribuies

Adequate Incentives

/ Freeing
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Constraints

Physical
Characteristics

Faimess
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Appendix C
The Measure of HR Strength

With regard to your personal experiences within your store in your current position at please put the corresponding number (based
on the scale betow) in the corresponding box. For example, for the top left-hand box in the matrix, rate the degree to which you agree/disagree
with the statement about the HR practice of training: “training is valued by my supervisor”. If you agree strongly with this statement, write a “7” in
the box; it you strongly disagree, write a “1” in the box, etc. Do this for all the boxes below, preferably moving from top to bottom. If you do not
know, write “NA" in the box.

*— @ o 4 @ —& ®

1 Strongly Disagree 2 Disagree 3 Somewhat Disagree 4 Neither Agree Nor Disagree 5 Somewhat Agree 6 Agree 7 Strongly Agree

NA = Not Applicable

bk Suctam/C

Training - Any

p and F ay Sy -~ The proportion Benefits - may be Teamwork - refers to formally
ployer-sp - C ication with of variable (performance-based) to fixed defined as any of the established groups that are
education that is your supervisor that (salary} pay: performance pay (a lump ing: stock purchs either p work teams or
Jjob related. relates specifically to your sum payment such as a performance assistance plans, pension  teams assembled to accomplish
. performance. bonus, or an amount added to your salary  plans, medical/dental a specific goal within a specified
: (merit pay) based on your performance benefits, flexible work timeframe.
on the job; and your total pay. arrangements, paid and
: unpaid leave policies.

Training | Appraisal | Pay Benefits | Employee Teamwork | internal Information sharing
and System/ participation prometion
Feedback | Structure in programs
management
decisians

is/are valued by my supervisor

heips to unity employee behavior

clarifies the organization’s strategic
objectives

diverts my attention from getting the
job done

detracts from my ability to perform
my job
communicates the relevance of

g goals
clarifies links between individual,
team, and organizational goals

treats all employees equitably

isfare reinforced by my supervisor's
behaviors

is/are clearly important to my
SUPErvisor

helps me to allign my efforts with
coworkers

reinforces organizational goals

is/are administered without bias

is/are supporied by my supervisar

supports team cohesiveness and
uniformity

fosters consislency in my
coworkers’ behavior

is/are administered fairly

gets in the way of what ought to be
done

clarifies the organization's
expectations of me

helps link individual etforts to the
organization's purpose

reflects what's important to the
organization #3
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Appendix D
Affective Commitment Scale
With respect to your own feelings at , please indicate the degree of your
agreement or disagreement with each statement by selecting one of the following 7

alternatives next to each statement:

1 = strongly disagree; 2 = moderately disagree; 3 = slightly disagree; 4= neither disagree
nor agree; 5 = slightly agree; 6 = moderately agree; 7 = strongly agree.

I would be very happy to spend the rest of my career with this organization.

I enjoy discussing my organization with people outside it.

I really feel as if this organization’s problems are my own.

I think that I could easily become as attached to another organization as I am to this one.
I do not feel like ‘part of the family’ at my organization.

This organization has a great deal of personal meaning for me.

I do not feel a strong sense of belonging to my organization.
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Appendix E
Turnover Intentions Scale
Listed below are a series of statements that represent possible feelings that individuals
might have about the organization for which they work. With respect to your feelings
about , please indicate the degree of your agreement or disagreement with each

statement by circling on of the following five alternatives next to each statement:

1 = strongly disagree; 3 = neither disagree nor agree; 5 = strongly agree

I am thinking about leaving this organization.
I am planning to look for a new job.
I intend to ask people about new job opportunities.

I don’t plan to be in this organization much longer.
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Appendix F

Global Service Climate Scale
Listed below are a series of statements that represent possible feelings that individuals
might have about the ‘work site’ in which they work. With respect to your feelings about
your ‘work site’, please indicate the degree of your agreement or disagreement with each
statement by circling on of the following five alternatives next to each statement:
1 = very low; 3 = neither low nor high; 5 = very high
How would you rate the job knowledge and skills of the management team in your site to

deliver superior quality work and services?

How would you rate efforts to measure and track the quality of work and service in your
site?

How would you rate the recognition and rewards the management team receives for the
delivery of superior work and service?

How would you rate the overall quality of service provided by your site?

How would you rate the leadership shown by the management team in your site in
supporting the service quality effort?

How would you rate the effectiveness of communications efforts to both employees and
customers?

How would you rate the tools, technology, and other resources provided to the
management team to support the delivery of superior quality work and service?
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Appendix G
OCB Scale
Listed below are a series of statements that represent possible feelings that individuals
might have about the organization for which they work. With respect to your feelings

about , please indicate the degree of your agreement or disagreement with each
statement by circling on of the following five alternatives next to each statement:

1 = strongly disagree; 3 = neither disagree nor agree; S = strongly agree

I follow customer-service guidelines with extreme care.

I follow up in a timely manner to customer requests and problems.
I perform my duties with unusually few mistakes.

I always have a positive work attitude.

Regardless of the circumstances, I am exceptionally courteous and respectful to
customers.
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Appendix H

Job Satisfaction Scale
Listed below are a series of statements that represent possible feelings that individuals
might have about the organization for which they work. With respect to your feelings
about , please indicate the degree of your agreement or disagreement with each
statement by circling on of the following five alternatives next to each statement:
1 = strongly disagree; 3 = neither disagree nor agree; 5 = strongly agree
I am often bored with my job.
I feel fairly well satisfied with my present job.
I am satisfied with my job for the time being.
Most days I am enthusiastic about my work.

I like my job better than the average worker does.

I find real enjoyment in my work.
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Figure 1. Overall representation of the hypothesized relationships.
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Figure 2

Proposed Moderation of Graup HR Strength and Agreaement on Individual MR Strength and Attitudes
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Figure 3

The Proposed Moderating Role of Mean HRE Strength on HR Strength Agreement and Performance
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