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HCM architecture, a complexity-based viewpoint:

Theories of knowledge-based competition tend to focus upon internal resources as
thesource of value creation. The HR architecture (Lepak & Snell, 1999) brought
human resource management directly into this forum by developing a model of human
capital allocation and management. There has been attempts to take this further and
to extend the HR architecture by introducing a framework of relational archetypes
(entrepreneurial and cooperative), derived from unique combinations of three core
dimensions (cognitive, structural, and affective) that characterizing internal and
external relationships of core knowledge employees (Kang, Morris & Snell, 2003).
Their research and white paper suggest Entrepreneurial archetypes facilitate value
creation from external partnerships while Cooperative archetypes facilitate value
creation from internal partnerships, and how these archetypes are managed by a
corresponding HR configuration and how they together contribute to value creation by
facilitating organisational learning through exploration and exploitation.

As theories of strategic management have shifted toward resource-based and
knowledge-based views of the firm, researchers have increasingly looked inward for
sources of competitive advantage and value creation. Arguably, the most distinctive
and inimitable resources available to firms are its human capital (Hitt, Bierman,
Shimizu, and Kichhar, 2001; Wernerfelt, 1984). The people-centric view (Prahalad,
1983: 242) of mployees is the foundation of an organisation’s core capabilities, and
fundamental to he development of its value proposition. In this regard, human
resource management HRM) has become inextricably tied to the larger context of
strategic management (cf., arney & Wright, 1998; Boxall, 1996). Lepak and Snell
(1999, 2002), for example, have stablished a framework that positions human capital
as central to both value creation nd asset specificity as well as to decisions about HR.
The framework, referred as the R architecture, is used to identify HR practices,
employment modes, and employment elationships for different employees based on
the degree to which their human capital is trategically valuable and unique. The
architectural perspective makes clear that:

1. Employees do not all contribute in the same way based on their human
capital;

2. That multiple HR configurations are used within firms for different skill groups
epending on the nature of their contribution, and

3. That value creation and strategic positioning are derived from combinations of
human capital across these different employees.

Because the HR architectural perspective draws on the resource-based view of the
firm, it tends to focus on managing the stocks of knowledge as sources of value
creation. However, in the contemporary setting, the flow of knowledge is perhaps
equally important. In high velocity environments especially, value creation derives
from a firm’s ability to acquire and integrate new knowledge as a basis for innovation
and continuous adaptation (Grant, 1996; Kogut & Zander, 1992; Nonaka & Takeuchi,
1995; Spender, 1996).

This view resonates, to a degree with the BAT® viewpoint in recognising the

importance of human capital, as a key enabler, but do not provide depth to describe -

how this may be structured, other than the compliance to certain higher-level needs ~———"
(based roughly upon Maslow’s hierarchy), both views thereby recognising that new S— -

knowledge and shared knowledge are equally important. }
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Lepak and Snell (1999) recognises the limits of their HR architecture, concluding that,
“research is needed that transcends the individual quadrants of the framework and
focuses on balancing the complexity and dynamics of the entire HR architecture.” To
do so requires that we shift our attention to organizational relationships as a basis for
value creation. While individuals are considered a primary origin for new knowledge,
relationships facilitate information sharing, transfer, and knowledge creation. When
knowledge is developed through interaction and experience it is typically more tacit,
socially complex, path dependent, and strategically valuable. When it is produced and
held collectively, knowledge can be embedded in the organisation making it more
difficult to imitate or appropriate (Kogut & Zander, 1992; Nonaka & Takeuchi, 1995;
Grant, 1996; Spender 1996). While it may seem intuitive that HR systems provide a
primary mechanism for enabling employees to effectively exchange, transfer, and
combine knowledge, very little research has focused on this particular issue (Leana &
Van Buren, 1999; Lepak & Snell, 2002).

However, the paper by Kang, Morris & Snell (2003), extend Lepak and Snell's model
by establishing a relational approach to the HR architecture (see matrix below).
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Figure 1: HR Architecture from Lepak & Snell

A number of researchers acknowledge that individuals cannot recognise, understand,
and share the unique competencies and resources of one another without some
shared context (i.e., knowledge). In this regard, a common cognitive structure among
individuals is necessary to create relational value (Nonaka & Takeuchi, 1995; Grant,
1996; Nahapiet & Ghoshal, 1998). Shared cognition literature suggests that team
processes for sharing and integrating individual knowledge is supported by the
similarity of member’s mental models, i.e., knowledge structures (e.g., Klimoski &
Mohammed, 1994; Mohammed & Dumvill, 2001; Cannon-Bowers & Salas, 2001). —
Cohen and Levinthal (1990) also argue that a social unit’s ability to absorb new - -
external knowledge and resources is determined by its prior related knowledge. Both
viewpoints suggesting that shared or common knowledge is a vital component of the
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cognitive dimension of HR relationships.

Employment Mode: The Structural Dimension

The second dimension distinguishing quadrants is the employment mode, discussed
in terms of the benefits and costs of internal or permanent employment versus
external or consultant/contract worker (Davis-Blake & Uzzi, 1993). The employment
mode can be viewed in the context of organising structures in which employees are
managed. Social network theorists argue that the value derived from relationships is
primarily determined by structures of those exchanges, meaning patterns of
interconnectedness or interactions among employees (Coleman, 1988; Burt, 1992;
Gabbay & Leenders, 1999).

Employment structures affecting opportunities to identify the locus of specific
resources, meaning “know-who” and access to those resources, meaning “know-how”
(Burt, 1992; Nahapiet & Ghoshal, 1998). Thus, network theories offer a lens for
understanding how employment structures contribute to creating relational value.

Employment Relationship: The Affective Dimension

The third dimension of the HR architecture is the employment relationship, relating to
the type and amount of trust, obligation, and reciprocity that exists between the
employer and employee. According to Rousseau, employment relationships can be
viewed in terms of the “psychological contract of individual believers, shaped by the
organisation, regarding terms of an exchange agreement between individuals and
their organisations” (1995). Following social exchange theory, scholars such Whitener
(2001) suggest that since relationships develop through repetitive interactions, the
motivations, attitudes, and expectations of associated individuals has an enduring
effect on the nature of their exchange (Blau, 1964). This implies, the potential value of
social connections cannot be cultivated and exploited if individuals are not willing to
share their knowledge and resources with one another (Portes, 1998; Nahapiet &
Ghoshal, 1998; Gupta & Govindrajan, 2000; Adler & Kwon, 2002), perhaps hinting to
the need of change management. This is true even in situations where employees
have opportunities to access knowledge and resources through structural connections
(BAT®, 2004).

Identifying Relational Archetypes

While each of these dimensions that extend the HR architecture (cognitive, structural,
affective), is directly linked to the original focus on stock of knowledge, they are
grounded in the literature on social interaction. Researchers have proposed relational
exchanges build on these dimensions since it affects their opportunities for new
knowledge-based resources, their willingness to share those resources, and their
ability to understand, interpret, and absorb those resources, respectively; the
structural dimension refers to the structure of social relations among individuals; the
affective dimension addresses peoples social motives (i.e., trust); cognitive
dimensions associate with shared knowledge or cognitive structure providing shared
representation, understanding, and systems of meaning among individuals. Consistent
with an architectural perspective, these dimensions are increasingly seen as working
together.

While the various literatures (e.g., social exchange, social networks, and shared
cognition) tend to focus on a particular aspect of social relations, scholars increasingly
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note that social relations are not unidimensional but, multidimensional and each
dimension create relational value, playing a distinct role in transferring, combining, and
integrating various knowledge and resources distributed over the firm (e.g., Nahapiet
& Ghoshal, 1998; Tsai & Ghoshal, 1998; Gupta & Govindarajan, 2000; Yli-Renko,
Autio, & Sapienza, 2001; Adler & Kwon, 2002).

Relational Archetypes

Cognitive

Structural

Affactive

Figures 2: Relational archetypes

As shown in Figure 2, two relational archetypes are described, while there are many
possible relational combinations within the HR architecture, this focuses upon those
that inform the core knowledge area, especially considering that strategy literature
consistently notes that continual development of the core is most important for
competitiveness (Barney, 1991; Hitt et al., 2001; Pennings, Lee, & van Witteloostuijn,
1999; Peteraf, 1993).
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Figures 3: Overall conceptual framework

Figure 3, the value of relational archetypes can be acknowledged through their
contributions to organisational learning, innovation, and dyadic capabilities. First,
organisational learning refers to the process in which the firm acquires, distributes,
and interprets new knowledge (Huber, 1991). Organisational learning expands the
firm’s knowledge base, its range of potential behaviors, and its capacity for adaptation
to provide an important source of sustained competitive advantage (Snell, Youndt, &
Wright, 1996).

While organisational learning may originate from various sources (e.g., internal or
external) or various entities (individual or organisation), via mutual learning between
individuals and organisations (March, 1991). Relational archetypes may affect
organisational learning by prescribing the ways in which employees access, share,
interpret, and absorb knowledge and resources distributed over the firm to expand
individual and organisational knowledge.

Discussion and Conclusion

Human resources contribute to improving the firm’s competitive advantage and
performance through maximising the value embodied in social relations among
employees. This paper makes several important contributions to the strategic human
resource management literature: insight into the potential value of human resource
relationships by providing a theoretical framework of value creating relationships; The

HR architecture suggests that firms compete with different HR competencies in a
market and that they are even likely to develop various forms of HR competencies
(Lepak & Snell, 1999); Identify how the firm can facilitate the sharing and combining of
knowledge between distinctive HR competencies with relational archetypes; It also
contribute to uncovering the multidimensional characteristics of social relations.
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